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Management Consulting Group PLC 1s an umbrella orgamsation for
FTS E4G OOd a diverse range of consulting and professional service offenngs
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corporate profile

Group consultancies Manapement Consulting Group PLC 1s compnsed of six specialist consultancies

11 Ineum Consulning t1 Proudfoot Consulung
O Kurt Salmon Assaciates O Salzer Consulting
8 Parson Consulting 3 Viaduct Consulting

Profiles of the consultancies are set out on the following pages

Heritage  Proudfoot Consulting was founded in 1946 in Chicago It grew mto an international
partnership, which in 1987 listed on the London Stock Exchange In 2000 the parent
company changed its name to Management Consulting Group PLC (‘MCG") MCG 1s
listed on the London Stock Exchange All Share index n the ‘Support Services’
sector To accelerate Proudfoot’s growth m Europe 1t acquired IMR 1n 2000 and
Czipin 1n 2001 and has merged these into the European Proudfoot business

Proudfoot remains a global consultancy, with offices on six continents

Parson Consulting was acquired 1n 2002 [t was based in the Umted States and has
expanded inie Europe and the Pacific region In September 2007, the Group acquired
CBH Consulting, operating 1n North America This was merged with Parson

Consulting 1n December 2007

Ineum Consulting was acquired tn September 2006 Ineum Consulung was founded
in 2003, being the former Deloutte Consufting business i France Tt operated

primanly in France and has expanded in Europe and North America

51% of The Salzer Group was acquired in October 2006 The Salzer Group was
founded in 1997 and operates n Greater Cluna and throughout the Asia-Pacific
region It was rebranded as Salzer Consulting when 1t was acquired

Viaduct Consulting was created in June 2007 and provides commercial due diligence

consulting It operates pnimarnily within the United Kingdom

Kurt Salmon Associates was acquired in October 2007 It was founded 1n 1935 by
German textile engineer Kurt Salmon and now operates globally 1t 1s headquartered
in Atlanta and has a network of offices throughout North America It also has

operations 1n Europe and Asia
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Management's objectives

Strategy

Participation

Head office
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Management Consulting Group PLC

To be the leading group that redefines and consolidates the
management consulting industry by operating specialist discipline and
industry led consulting and professional services firms which in
combination deliver substantial shareholder value over the medium
term by acquisition and organic revenue and margim growth
Management Consulung Group adds value to the individual
consultancies by 1ts contribution to their strategies, providing capital,
assessing mvestment priorities and co-ordinating the cross referral of
work between the consultancies to achieve increased revenue and

obtain cost synergies

The Group seeks to

O operate and wnvest in its consultancies and 1ts people to ensure they
dehver profitable, sustainable revenue growth that 1s ahead of the

marhet rates of growth for the consultancy sector,

0O acquire consultancies that eather diversify the range of consulting
offerings available to chents or deepen the coverage of existing
Group offerings Each consulting offering will go to market
through 1ts own brand and be operated separately by 1ts own

dedicated management team, and
0 communicate clearly, regularly and fairly with 1ts stakeholders

It 15 the zim of the Group that at any time at least 20% of the equity 1s

held by Group employees

London +44 (0) 20 7710 5000




consullancy profl

Our uniqueness

Our focus

How we work with clients

Satisfaction

Representative clients

Our people

What we are not

e

Ineum Consulting provides services to both the commercial and public sectors
through 1ts deep knowledge of 1ssues relevant to specific industries Qur industry
experts have market, strategic, functional and technology expertise They serve the
financial, manufactuning, utihities, telecoms and media, public and transportation
sectors In addition there 15 a spectalist middle market group to meet the needs of

dynamic and growing businesses

Ineum Consulting works with clients to resolve 1ssues of strategic importance,
organisational design information system management and project management
through the applicatton of functional and industry expertise

We work collaboratively with our clients basing our work on an enterprise’s values

to develop solutions in the best mterests of our clients and theuwr people We ensure

© objectivity in our recommendations and tota! freedom of thought for our teams,
made posstble by our independence,

01 relevance through our expertise 1n industry sectors and in-depth knowledge of

key business functions, and

L our teams’ skills match the specific client 1ssues drawing on the wide expertise
of our people

Ineun Consulting is IS0 9001 certified by AFAQ, one of the leading cerufication
bodies Our quality function ensures a high level of renewal, a constant update of
methodologies and tools and standardisation of the practice’s processes to provide
excellence 1n our engagements

We serve clients from a wide range of industral and international companies as
well as the public sector Over three-quarters of the CAC40 companies in France
are our chents, mcluding Sociéte Générale, Total, SFR, EDF and LVMH Ineum 1s
also highly active 1n the public sector working for the French Ministry of Finance

From graduate entry to expenenced industry experts, our people are charactenised by
a willingness to work as part of a team and by their industry and functional expertise

External or internal auditors, pohicy consultants, tax advisers merchant or
mnvesiment bankers, software or hardware on-sellers, software coders/programmers
or recruirment consultants  All services are provided without conflict of interest
because Ineum Consulung does not undertake audits and does not have tied

relanionshups with software vendors IT integration or outsourcing specialists
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consulting

How we charge Imtial discussions are free and without obhigahon We generally charge on a tume
elapsed or by project phase basis to ensure clients have a clear understanding of a
project's progress Fixed fees can be agreed for tightly defined projects

Qur challenge to clients Could your enterpnse benefit from independent challenge and objective input
from industry experts? If so, you need to engage Ineum

Engagement snapshots ©@ A world leader in the luxury goods industry based 1ts organic growth on a
significant increase of its core handerafted product portfolic We were engaged to
transform and implement new orgamisational processes and systems to support the
new challenges of its product development value chain, from design to
manufacturing

1 An international manufactuning group needed to transform its IT organisation
Ineum helped the group 1dentify and priontise actions including establishing a
new [T governance process, modifying the internal billing mechanism for IT
services, defiming service levels and implementing reporting

& Ineum was engaged by an msurance company to assist in the establishment of a
subsidiary to launch direct non-life “low eost” product offerings Ineum defined
the chient value proposition, the products man characteristics, the operational
processes and the subsidiary orgamisation, location and sourcing model

o Ineum is currently engaged to assist a global financial institution 1n creating a
fully-fledged bank in Algena The project's ambition s to establish leadership
among private sector banks within five years Ineum's involvement on the project
covers numerous aspects including product and service conception, determining
appropnate distribution channels and IT infrastructure and the organisation of the
central functions

11 Ineum has been engaged to design and implement a global suppliers cost analysis

platform, allowing a major European car manufacturer to determine supplier cost

structures
Regional offices  France +33 155243000 Belgium +32 2 663 7920
Luxembourg +352263774 1 Netherlands +31 20312 0400
Uusa +1 212 521 0200

www Ineumconsulting com
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consultancy profile

Our uniqueness

Qur focus

How we work with chients

Satisfaction

Representative clients

Qur people

How we charge

Kurt Salmon Associates (KSA) 1s the premmer global management consulting firm
focused exclusively on the retail, consumer products and health care industries

We are comprised of three business groups Our Consumer Products Division works
in all segments of the retail and consumer products industries around the globe Our
Health Services Division provides unparalleled expertise and induostry mnsight to
create tailored soluttons for strategic, facility development and information
technology planning needs Our KSA Capital Advisors® group 1s an industry-
focused corporate finance practice, delivenng a select mix of financial and strategic

advisory services to retail and consumer products compames

KSA's hugh ratuo of principals to staff consultants allows us to deliver an approprate
level of perspective and judgement to cach engagement We regutarly solve client
problems requiring the coordination and integration of several disciplines We also
employ a highly collaborative and 1nteractive working style with our clients to
ensure support for the implementation of our recommended strategies and plans We

help our clients achieve targeted results on time and on budget

Qur global networks help us understand the keys to success and the transferability of
competencies and strategies in different market environments Through this network
we assemble global project teams with specific and relevant experiences that address

each client's umque challenges and opportunities

KSA has an impressive track record of helping clients improve their performance
consistent with their misston, values, objectives and the market realities of their

industnies More than 80 percent of our work every year comes from existing clients

During the past three years, we have worked with 25 of the top 50 global retailers
and a similar number of the Jeading consumer products suppliers Representative
clients include Carrefour, Dow Macy's Metro, Nike, Polo Ralph Lauren,
Sainsbury's and VF Corporation

Our health care chent base 1n the United States includes leading integrated health
care organisations, academic medical centres, specialty and community hospitals,
children's hospitals, physician practices and non-acute care organisations Qur clients
include 18 of the US News & World Report Honor Roll organisations

We employ skilled full-time professionals throughout the Amencas, Europe and Asia-
Pacific Our people have typically worked in relevant consulting and management
posiions for more than 10 years KSA has been ranked as one of the "Top Ten Firms
to Work For" by Consulting Magazine in each of the past five years

We provide an estimate of project {ees and expenses as part of our intensive and
thorough proposal process
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QOur challenges to clients

kurt salmon . : -2
associates

What steps are you taking to anticipate the fundamentally different and better
capabiliues demanded by consohdation and globalisation? What are you dong to

improve your abilities to track, anticipate and exceed consumer demands?

In the health care arena, what strategies are you developing to improve your
information systems and facihties to provide efficient, high-quality health care
services i light of shifung demographics and technological advances

Engagement snapshots 0O A luxury department store retarler was significantly underperforming its peers in a

Regional offices

booming market sector KSA reviewed its retail operations and determined
merchandising and planning was a key area of opportunity for gross margin
expansion Heeding KSA's recommendations and achon plan the retailer
expenenced dramatic imprevements in 2007, and projects further improvements in
2008 and 2009

A leading vertical specialty retaler of fashton apparet with aggressive plans for
growth recognised the need to evolve 1ts supply chain KSA defined and
implemented new ways to bring the product to market, new planning and
allocation processes and tools, and new distibution capabilities to meet future
business growth The retailer 15 experiencing top-line growth of more than 10%
per year and annual savings of more than $30 millon

One of the largest non-profil tertiary teaching hospitals in the western United
States sought assistance from KSA to develop its long-term strategy 1n a hughly
competitive market KSA also worked with the hospital to develop the supportive
faciliy and information technology infrastructure to advance 1ts missions KSA
provided competitive strategic planning, ambulatory and inpatient campus master
planmng, and sigmficant chinical information strategy development and support

KSA continues to advise this institutton s senior leadership 1n these areas

A multi-hospital dehivery system anchored by a major US teaching hospital sought
to assess 1ts corporate strategy and clinical delivery network KSA evaluated 1ts
role and value as an integrated dehvery system and helped 1t advance 1ts overall
direction, developing strategic business plans for its community hospital members,
preparing a master facihty plan for s flagshup academic medical center, and
exploning affiliation options with a prospective new member hospital This work
built upon years of sigmficant information technology strategy development and
vendor selection support that has been cnitical to the system s success

Aitlanta +1 404 892 0321 Shanghas +86 21 6141 0988
New York +1 2123195450 Tokyo +81 3 3586 6840
Los Angeles +1 310 337 2772 London +44 20 7710 5000
San Francisco +1 415 296 9200 Pans +33 14007 1919
Princeton +1 609 452 8700 Dusseldorf +4921175950

www kurtsalmon com
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consultancy protile

Our uniqueness Parson Consulting develops excellence in finance and operations To meet today’s
standards of corporate governance we do not audit and therefore are free of conflicts of
interest Our financial management consulung services are provided from offices across
the United States Europe and Asia Pacific

Our focus  Parson Consulting assists Chief Financial Officers to provide valuable financial
information and insight to stakeholders through strategic finance, performance
management, accounting and finance operations, governance and nsk management, and
corporate transaction support

We enhance clients’ management decision making through business planning strategy
monntoring, business process improvements, deploying business intelligence and
performance management applications, financial systems optimsation and project
management

We assist finance functions and operational support functions whether they adopt a
maximum efficiency maximum value added or balanced service approach

How we work with clients  We systemaucally implement agreed upon, practical solutions using the nght combination
of functional experience and consulting skills in process design and systems apphications

We establish a collaborauve approach and participate 1n the capability development of
clients’ teams Our objective advice stems from our independence from auditors and
outsourcing companses

We incorporate and utihse a specific set of deliverables and outputs designed to facilitate
communication, collaboration and client involvement This atlows all participants to
understand each step, provide input and feedback, review decisions made, see what 1s
accomphished and receive documentation for each phase of the process

We provide services that auditors are prohibited or discouraged from supplying under the
Sarbanes-Oxley Act and other similar regulations and guidance often with preferred
suppher status

Satisfaction We have a very high client satisfachion record Our chient satisfaction level of over 90% 1s
more than twice the industry standard

{Bused an independent research condiu ted by Kenexa an independent research firm)

Representative chients We have worked with over 1,000 chients including over one-third of the Fortune 500
Among them are Arcelor Astra Zeneca, Avis Barclays Ciigroup Disney EDF Ford,
Karser Permanente Schneider, Shell, SNCF Unilever Visa and Warner Bros

Our people Qur people typically have extensive professional expenence and have worked in financial
management and operational roles Many have advanced techmical degrees and/or MBAs
Before being assigned 10 a project our consultants complete an extensive traming
programme and often attend our technology partners truning
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What we are not
How we charge

Our challenges to chents

Engagement snapshots
Strategic finance

Accounting and finance operations

! Governance and nisk management

Consolidation, reporting and BPM

Transachon assistance

Regional offices

External or internal auditors, policy and strategy consultants, tax advisers merchant or
investment bankers, recruitment consultants We know what we can do well and hmt our
practice to our expertise

Iniual discussions are free and without cbligation We generally charge weekly to ensure
clients have a clear understanding of a project’s progress Fixed fees can be agreed for
tightly defined projects

Do you produce accurate, business relevant information on a timely basis as efficiently as
possible? Does your business comply with corporate governance standards such as
Sarbanes-Oxley? Do you need assistance with modelling and forecasting in relation to a
corporate transaction? Do you need advice on finance systems selection or outsourcing
scenaros? Are your existing auditors or consultants free from auditing conflicts of interest
(whether actual or perceived)? Do they have the breadth and depth of expenience as full-
ume consultants that you require? Parson Consulting can meet all your financial
management consulting needs

o After a strategic finance review, the reporting lines for a large o1l company were
restructured to ensure that the financral and non-financial KPIs were reported
consistently by each back office function and geographic region

o Following the merger of a European defence company, we examined its operating
structure, forecasting and overall efficiency Savings of over £17 milhon were 1dentified

U A 60% reduction 1n the monthly close cycle tume was obtained by nstalling a shared
service accounting centre for a Fortune 200 diversified manufacturer

& After completing the Sarbanes-Oxley Section 404 comphance work for a global
consumer goods manufacturer, the work was expanded to 1dentify control improvements
and other opportunities regarding process efficiency and operational nsk

00 The design development and worldwide implementation of an integrated Business
Performance Management system was achieved within twelve months for a major
mternational group n the heavy industry sector The system and process covered the
entire reporting cycle from medium term planning to financial, capital expenditure
and KPI reporting on a weekly and monthly basis

3 An £800 mullion pan European services business required specialist resource to
assist with 1ts secondary fund raising by project managing the internal process,
preparing and challenging forecast information and haising with stakeholders

Chicago +1 312 541 4690 France +33 1 4076 9000
Irvine, Califormia  +1 949 609 0123 UK +44 20 7710 5200
Australia +61 2 8913 9600 Belgium +32 2663 7920
Netherlands +31 20 312 0400

www parsonconsulting com
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consultancy protile

10

Our uniqueness

Our focus

How we work with chents

Satisfaction

What makes us different

Proudfoot Consulting 1dentifies and implements tangible and sustainable
operauonal imprevements at no net annualised cost to our clients We operate
globally with offices on six continents

Our consulting approach combines three core disciplines

o Process improvements: The thorough review and re-design of existing business
processes for production, supply chamn sales, cost coatrol and capital expenditures

to deliver measurable improvements in effectiveness and efficiency,

0 People solutions: Working with, educating, training, and communicating with
client employees at all levels to provide solutions which align thinking and
behaviour in support of the re-designed or newly-created processes and facilitate

sustainable change

U Management operating systems The development of specific, focused, casily
understood, high-impact indicators to monitor performance and to 1dentify areas

which require managenal attention

Implementation of a solution combining these three disciplines 15 managed using our
proprietary Co-Venture® process, which, through partnership with our chents

accelerates the pace of change and the delivery of clhient savings

A chient engagement begins with discussions with semor management to identfy
opportunities for operational and financial improvement. The second phase of the
engagement 1s a period of fast-paced, in-depth analysis of the idenufied opportunities
using a wide range of propretary technques to quantify the potential benefits of
change The final phase of the engagement 1s lengthier usually between six and nine
months and compnses installation of the new or re-designed process improvements,

management systems and people sclutions

We ensure continuing satisfaction by weekly meetings with our chients which includes
approval of work performed and fees incurred Any 1ssues are therefore promptly
addressed and overcome To demonstrate our commuttment chents have the right to
termmate the engagement at two weeks' notice without penalty Over 90% of our

clients are prepared to provide references
(Based on independent research by Frankfin Consufting Works an external research firm)

We don t just :denufy opportunities to improve or potential paths to improved
operating results we actually implement the changes, working with both
management and front-line personnel, side by side unul the chient achieves the
projected and sustainable financial benefits

Management Consulting Group PLC annual report and accounts 2007
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How we charge Analysis of a client’s business to 1dentsfy and quanufy the improvement opportunities
1s charged on a ime-used basis, but the cost 1s mummised by tts short duration
Development and implementation of solutions 1s charged on a fixed-fee basis at a
fraction of the agreed annunalised benefit to the chem

Our people Proudfoot consultants are typically former managers with years of practical industry

experience who have become consuitants later in their careers

Representative clients Representative clients include BHP Billiton, BP, Degussa, Exide, ING. Maytag,
Nissan, Sara Lee, Société Générale and Total

Engagement snapshots ©* An insurance company halved the new product development cycle by installing more
timely and frequent launches of targeted products resulting 1n a sales increase of over
US3$15 milhon within nine months

o Increased capacity utilisation while reducing energy consumption and use of overtime
labour to deliver US$42 mullion in benefits for one of the world's lowest cost mckel
producers

0 Defined responsibiliies, operating processes, management tools, behaviours and
communication channels to help a leading o1l and gas company ncrease production by
300%

& Improved labour productivity, merchandising and mventory control to deliver
CDN$33 1 mullion in benefits for a Canadian grocer operating 100+ retail Jocations

3 Improved service to personal investment customers and reduced complaints by 48% at

a global financial services company operating n over 50 countries

O Reduced contractor, supply chamn, overtime, and warchouse costs by US$44 mullion

while achieving record production levels at an Indonesian metal mine

o Enhanced work/hfe balance and reduced turnover of division trainmasters for a large

North American railway operator

o Delivered EUR 53 milhon n benefits for a German plastics manufacturer via plant
relocation, yield improvement and (nstallation of a performance-based culture

o Improved orgamsauonal effectiveness while reducing inventory and contractor costs

for a global process controls manufacturer, delivenng EUR 28 5 milhon 1n benefits

& Optumised packaging and cost controls, reduced energy and casual labour usage over
nime facibties, delivering Rand 22 7 mullion 1n benefits for a major Southern African

brewer

Regional offices  North Amenica  +1 212 755 2550 Pacific +61 29957 5027
South Amenca  +55 11 3443 7803 Afrnica +27 11 706 8080
Europe +44 207710 5100 China +852 3102 2938

www preudfootconsulting com

Management Consulting Group PLC annual report and accounts 2067 1




consultancy profile

Our uniqueness  Salzer Consulting 1s the HR partner of choice for leading compames who are
expanding rapidly in Asia-Pacific providing HR project management and human
effectiveness improvement through proven products and tallor-made solutions We
combine deep commercial knowledge with sound cultural understanding of the
different countries throughout the Asia-Pacific region

Our focus  Salzer Consulting assists clients to achieve exceptional growth through
t1 Organic expansion Rapid expansion of workforce and start-up support

1 Tnorganic expansion. M&A support - HR and leadership due diligence post

acquisition support and revitalisation, and organisation transformation

3 Market entry. Full HR outsourcing and general advisory support for entry into

new markets

o Executive search: Resourcing of semor executives, leadership teams and rare

skills (including remote sites) and successful managing of localisation

How we work with clients  We develop close collaborative partnerships wath our clients and accept project
responsibiity We nitially scope the challenges resulting in the provision of a
proposal containing & detailed plan to address the 1ssues which 1s accompamed by a
week by week schedule of activities and dehverables/milestones

Our consultancy projects involve small teams of highly skiled consultants who
establish project offices on-site working closely with our clients’ management and
staff always involving them in problem-solving and solutions

Salzer Consulting executive search techmques differ from our competutors n that
we do not accept clients where we could possibly have a conflict of interest, we
can then search across all potential employers Our well qualified researchers find
the best candidate for the job using intelligence and sound business thinking
combined with sigmficant value-add as to local talent availability, cost management

and retention/integration 1ssues

Satisfaction  Salzer Consulting prides itself on a ligh degree of repeat business (80%)
reflecting a hugh level of client satisfaction Most clients use both our

consultancy/project management services and our executive search services

Representative clients  Our chients span a number of industries and geographies withi the Asia-Pacific
region and include Asian Amencan Coal Becker Mmng, BNP Panbas, Carlyle
Group, Danone, Global Mart Supermarkets Fund, Kraft, Lynas Corporation, Rolls-
Royce, Sino Gold, Telstra International Wall Street Institute and Warner Music

12 Management Consulting Group PLC annual repoft and accounts 2007




Our people

What we are not

How we charge

Our challenges to chents

Engagement snapshots O

Regional offices

salzer . —
consulting

Our multi-hngual consultants are from business and consultancy backgrounds

with solid hands-on experience

Strategy consultants, IT installers, financial management consultants lawyers or
accountants

Imtial consultations are free and without obligation Our engagement terms for
consultancy projects are based on a fixed fee which covers a scoping study and
thereafter follows detailed schedules and mulestones against which fees are
charged For search assignments, our fees are either a percentage of gross

remuneration or a fixed fee

Do you want the world’s best business practice in China and other developing
Astan economies? Do you want inghly productive, mouvated workforces in Asia
and Australia? Do you want to avoud the problems faced by your competihion in
building your supply chain 1n Asia?

We worked with the world’s leading manufacturer of precision engines to put in
place their regional succession planming in China, India, Japan, Korea, Singapore
and the UAE

A major USA based FMCG multinational was committed to a significant new
growth programme 1n Asia-Pacific Ali Asian divisions had problems due to
non-responsiveness to western practices and lack of transparency Salzer
Consulung led the project to achieve the growth targets, to redesign the
organisational structure, re-focus initiatives, imtiate cultural change programmes

and mstall a mentoring programme

We assisted a US based company in the acquisinon and consolhidation of over a
1,000 food outlets across China by assessment and evaluation of the semor
management team post acquisition, dehivering outsourced HR support while
buildimg the HR team salary benchmarking and conducting our specialised
behaviour change programme for China — “Xin De Kar Duan”

Salzer Consulung provided a major US based music company s Japanese
division with a semor management mentoring programme following on from our

revitahisanon imbiative — “Ishon”

Hong Kong + 852 2167 8726 China +86 10 852 00235
Japan + 81 3 3490 6671 Australia +61 2 9233 8066
Singapore + 65 6322 8554

www salzer-consulting com
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consultancy profile

Our uniqueness

Our focus

How we work with chients

Satisfaction

14

Viaduct Consulting 1+ a strategy consultancy which helps clients make supenor
investment decisions and supports them to deliver value from these decisions for
their investors We combine msight into key commercial and operational 1ssues
ganed from hands-on sector and functional expertise with unparalleled transaction
and mvestment support experience QOur advanced programme management tools
and methods help companies to achieve challenging objectives, particularly in
complex mergers, carve-outs, separations and new market entrances Our insight 15
based on a thorough understanding of the industry sectors with which we work, on
bespoke detailed research and on our team’s extensive experience of completed

transactions

As an independent firm we are free from any ‘Big 4 conflicts and can go that extra
mile We don’t stmply document the vision for the merger, we help make 1t a
reality We don’t simply write operational due diligence reports, we support the
organisation to deliver the synergies We don’t simply tog operational issues in the
integranon nsk register we help to resolve them

We focus on helping to make transactions and investments successful for our
chents We concentrate on the key 1ssues 1n specific sectors to provide support to
those making investment decistons We do not seek to be all things to all people,
rather experts n our chosen fields We deploy functional, transactional and

operational experts to dehiver successful acquisitions and disposals

We work alongside clients to help them make investment decisions, whether that
mvestment decision 1s the acquisitton of a bustness or company, a carve-out of non-
core operations, the launch of a new product, or the entrance into a new market or
geography We then support investors and vendors assess the impact of planned
operational and commercial developments on future financial performance We
build the bridge between global strategy and the operational actions required to
implement 1t, through a structured and proven programme management
methodology We bring expertise and expenience to complement our client s

management s understanding of their business

Viaduct 1s a new consultancy and we undertook our first assignments o late 2007
Qur early chients have been pleased with what we achieved for them Our team
brings a track record of providing an exemplary service as well as dehivering
results
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Representative clients

QOur people

What we are not

How we charge

Our challenge to chients

Head office

viaduct ! " ©
consuiting’

We seek to work with chents who wish to perform commercial or operational due
diligence on investment decisions, or who wish to manage their integration, carve-
out or separation to deliver their strategic objectives Our team has supported some
of the largest and most complex corporate mergers carve-outs and separations
worldwide We have also worked across all phases of the deal cycle, from market
and target assessment, to synergy case development and review, from ntegration
planning and transition management 1o strategic transformation and benefits
delivery We have also supported large and medum-sized private equity houses n
assessing investment targets and buitding compelling operational value

improvement cases for their investment commuttees and capnal providers

Qur teams constst of people with a strong track record 1n transactions
complemented by deep expertise 1n specific disciplines, including transaction
support, programme management, strategy operations functions and research
expertise  We are fortunate, as part of MCG to leverage the expenence of our
other consultancies as appropnate

We are not finance or policy consultants, tax advisers or investment bankers

Initia} discussions are free and without obligation We generally charge on a ime
elapsed basss or by project phases

What types of acquisiuons should you consider?

What are the synergies from the deal?

Are you confident that future performance forecasts will be achieved?

Do the target businesses have the production capacity to achieve the financial plan?
What are the nisks associated with expansion into this market?

How should the integration programme be structured and managed?

+44 20 7710 5050

www viaductconsulting com

Management Consulting Group PLC annual report and accounts 2007 15




management statement

Group Results

The Group continued to make significant progress n the implementation of its

strategic plan during 2007 Two acquwsitions were completed duning the year, CBH

Consulting 1n September and Kurt Salmon Assocrates i October, which broadened

the service offering and deepened the Group’s North American footprint CBH

Consulting was merged with the US operations of Parson Consulting 1n December

The performance of the Group’s six consultancies 1s set out below

Year ended Year ended
31 Dac 2007 31 Dec 2006
£'000 £'000

Revenus
Ineum Consulting™ 79,948 23,709
Kurt Salmon Associates”* 17,078 -
Parson Consulting™ 43,846 34,301
Proudfoot Consuliing 73,603 88,658
Salzer Consulting™ 1,297 222
Viaduct Consulting 15 -
Total revenue 215,787 146,890
Operating profit
Ineum Consulting 11,880 2780
Kurt Salmon Associates 2,635 -
Parson Consutting (498) (2,108)
Proudfoot Consulting 12,280 15,575
Salzer Consulting (198) (91)
Viaduct Consulting {180} -
Underlying” operating profit 25,919 16,156
Non-recurnng items
Integration of acguisitions {2,480) (2,100)
Proudfoot surplus provision - 335
Operating profit before amortisation 23,439 14,391
Amortisation of acquired intangibles (1,665) (943)
Profit from operations 21,774 13,448

Consulting n December 2007 All results in this statement include these effects

acquired intangible assets

Ineurn Consuling was acqured on 1 September 2006 51% af Salzer Consuliing on 6 Qctober 2006 CBH Consuliing
an 6 September 2007 and Kurt Salmon Associates on 12 October 2007 CBH Consulting was merged with Parson

Threughout this statement the term underlying 1s used to descnbe profits before nen-recumng items and amartisation of
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Total revenue for the year ended 31
December 2007 was up 47% to £215 8
million (2006 £146 9 million) Compared
to the previous year, and as a result of the
recent acquisitions, there has been a
matenal shift in the geographical
distribution of Group revenue with Europe
accounting for 65% (2006 48%) and the
Americas 29% (2006 44%) The gross
profit margin continues to be tightly

managed and remains at 50% of revenue

Overall, underlying administrative
expenses have increased by £25 6 million
from the previous year due primanly to
the full year effect of administrative
expenses inherent 1n the companies
acquired 1n 2006 and the part year effect
of the 2007 acquisitions

Non-recuiring costs of £1 7 million were

incurred 1n the completion of the

integration of Ineum Consulting and a
further £0 8m n the commencement of
the integration of CBH Consulung and
Kurt Salmon Associates Additionally,
£1 7 mllion of amortisation has been
charged 1n the income statement arising
from these three acquisitions as their
brands, customer relationships and order
books are accounted for as intangible
assets

The underlying profit from operations rose
60% to £25 9 milhon (2006 £162

miilion)

The underlying EBITDA margin was
12 9% compared to 12 3% last year Our
target EBITDA margin remains at 15%
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(continued)

After charging the non-recurning costs
of £2 5 mulion (2006 net £1 8 milhon)
and amortisation of intangtble assets of
£1 7 million (2006 £0 9 mullion), the
profit from operations was £21 8
mullion (2006 £13 4 milhon) Group
profit before tax increased by 47% to
£19 7 muthon (2006 £13 3 mulhon)
Underlying profit before tax increased
by 47% to £23 8 mullion (2006 £162
million}

The acquisitions of CBH Consulting
and Kurt Salmon Associates were
financed partly by new debt and partly
by new equity The additional debt
contributed to an nterest expense of

£3 2 mullion (2006 £1 3 mullion) which
was partly offset by investment income
of £1 1 mllton (2006 £1 2 milhon)

The effective tax charge on profit
before tax, as adjusted for the
amorusatton charge related to the
Ineum CBH and KSA acquisitions, 15
31% (2006 33%) and includes 5%
points (2006 8% points) of non-cash
tax 1tems required to be included in the
charge by accounting standards benefits
by 2% points (2006 charge of 3%
points) relating to prior year nems The
amount payable, the current year ‘ cash
tax” charge 1s thercfore 28% (2006
22%)

Basic earnings per share were 4 7 pence
(2006 4 | pence) After adjusting for
post tax, non-recurning items. the
amortisation of intangibles and nen

‘ cash tax” items, the underlying
earnings per share were § 2 pence
(2006 5 4 pence)
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The Consultancies
Ineum Consulting

Ineum Consulting has performed
ahead of our expectations duning
2007 Rcvenue increased to £79 9
milhion (2006 £23 7 million)
reflecting a full year's revenue
(2006 4 months) and good organic
growth The underlying operating
margin mereased to 14 9% (2006
11 7%) The integration plan was
successfully executed 1n hine with
plan

Kurt Salmon Associates

Kurt Salmon Associates has
performed ahead of our expectations
and has contributed £17 1 milion of
revenue to the 2007 results since 1ts
acquisibon in October The
underlying operating margin post-
acquisition was 15 4% The
consultancy has added a further
dimension to the Group's services,
particularly in relation to retal and
health care consuiung The
integration plan which commenced
in October 15 proceeding to timetable
and will continue into 2008

Parson Consulting

Parson Consulting’s revenue was up
28% to £43 8 mullion (2006 £34 3
mtliion) Whilst the business made
good progress outside the US, as
previously reported trading in the US
remained lacklustre The operating
loss for the year was £0 5 milhon
(2006 £2 1 million) compnsing a
loss of £0 8§ mullion 1n the first half

and a profit of £0 3 millton in the
second half (2006 losses of £1 9
milhon and £0 2 million respectively)
The US business was merged with
CBH Consulung in December 2007 to
create a combuned financial and
performance management consultancy
which broadens its offering in the US
market

Proudfeot Consulting

Proudfoot Consulting revenues
decreased by 17% compared to last
year to £73 6 million (2006 £88 6
muthon) Its operating margin dechined
shightly to 16 7% (2006 17 6%) The
consultancy continued to invest in the
development of its business outside its
traditional markets of the US and
Europe and good progress was
reported particularly in Brazil and the
Pacific region Trading 1n the US and
Europe was below expectations

Salzer Consulting

Salzer Consulting’'s revenues increased
by £1 | mullion io £1 3 million
compared to last year, reflecting a full
year’s trading (2006 3 months)

Salzer s underlying operaung loss
mcreased by £0 1 militon compared to
2006, as the business continued to
invest for the future

Viaduct Consulting

Viaduct Consulung 15 a new business
which commenced trading in the
second half of the year Its revenues of
£15 thousand and underlying operating
loss of £0 2 nulhon reflect the start up

nature of the business
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Balance sheet

Net assets increased by £46 § million to
£159 0 mullion (2006 £112 2 million)
The vast majonity of this increase was
due to the acquuisitions of CBH
Consulung and Kurt Salmon

Associates

CBH Consulung was acquired on 6
September 2007 for a total
consideration of £4 4 million, satisfied
by £2 3 mulhion of cash and shares in
MCG worth £2 | million Kurt Salmon
Associates was acquired on 12 October
2007 for a total constderauon of £61 2
million, satisfied by £36 8 million of
cash and shares and options in MCG
waorth £24 4 mulhion

In accordance with International
Fimancal Reporting Standards,
intangible assets ansing on the
purchases of businesses have been
separately 1dentufied and quantufied
from goodwill and amount to £7 5
nullion before an associated deferred
tax hability of £2 6 million, as required
by accounting standards The intangible
assets are amortised through the income
statement whereas the goodwill 1s not
The aggregate goodwill and intangible
assets before amortisation 1n respect of
2007 increased by £92 million primanly
as a result of the CBH Consultuing and
Kurt Salmon Associates acquisifions

The Group s overall net debt as at 31
December 2007 was £60 9 mutlion
compared to net debt of £28 8 mullion at
31 December 2006 The cash outflow
relating to the consideration for the

acquisiuens was £39 9 mulhion

The net post returement obligauons
habihity has risen from £5 4 million at
31 December 2006 to £7 8 million at 31
December 2007 The increase in the
ltability arises from a defined benefit
obhgauon in Germany acquired with
Kurt Salmon Associates offset by
payments into the closed US defined
benefit scheme of £0 7 million (2006
£2 0 mullion), an increase tn the
discount rate from 5 8% to 6 2%, strong
investment performance and the
weakening of the US dollar by an
average of 2% n 2007

Cash flow

Group trading was particularly cash
generative i 2007 Cash generated
from operations was £33 8 million
compared to £2 3 milhon in 2006 Of
note was the successful working capital
management Despite the organic
growth being skewed towards Ineum
Consulung, which traditionally offers
longer credit terms than the Group's
other consultancies, there was an
absolute decrease n recervables of £2 5
million (2006 increase of £6 4

million)
Strategic progress

During 2007 the Group made
significant progress through broademing
1ts consulung offering in existing and
new geographies The acquisiion of
Kurt Salmon Associates provided a
substantial new consultancy for the
Group's portfolio diversifying the
service offerings and deepening the
Group's North Amencan footprint The

Group also increased its business

Management Consutting Group PLC annual report and accounts 2007

untelhgence and financial performance
offering by acquiring CBH Cansulting
The diversificauon of the offerings in
2007 has added to the strength and
decreased the risks of the Group from
both a service line and a geographical
perspective

Dividend

In the hght of the Group’s increased
s1ze the underlying profitability of the
business and the excellent cash
generation duning 2007, the Board 15
recommending that the total dividend
in respect of the year be increased by
15% to 1 15 pence per share An
internim dividend of 0 33 pence per
share was paid in October and,
therefore subject to shareholders’
approval, a final dividend of 0 82
pence per share will be payable on 14
May 2008 to shareholders on the
register on 18 Apnl 2008

People

We were pleased, carhier in the year, to
welcome CBH Consulting and Kurt
Salmon Associates employees to the
Group The Board 1s delighted by the
contnbution that these businesses are

already making to the Group

Craig Smith, Finance Director, joined
the Board on 26 Apnl 2007 Jacques
Manardo, non-executive director, stood
down from the Board on 30 May 2007

On 19 February 2008 Rolf Stomberg,
Chairman, and Kevin Parry, Chief
Executive, stood down from the Board
Rolf joined the Board in September
1998 and Kevin in January 2000 and
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{continued)

both have been nstrumental 1n the
development of the company from a
single, loss making, consultancy to one
of the 30 largest consultancies in the
world with a global reach and a robust
balance sheet T would Iike to 1ake this
opportunity to thank them for their hard
work over the years and wish them well

in therr future endeavours

Also on 19 February 2008 Craig Smith
tendered his resignation although he
will remain n office unul 19 August
2008, or earbier 1if agreed I would also
Iike to thank Craig for his contribution
to the business during s tenure

On the same date T was appointed
Executive Charrman, having previously
been a Non-Executive Director of
MCG

On 6 March 2008 it was announced that
Mr Lwiz Carvalho, CEO of Proudfoot
Consulting, Mr Migue! de Fontenay,
CEO of Ineum Consulung and Mr Mark
Wietecha, Chairman of Kurt Salmon
Associates will join the Board as
Exccutive Directors on 19 March 2008

On the same date 1t was also announced
that the Group has begun the search for
two independent Non-Executive
Directors who will join the Board of

Directors on appotntment

MCG 15 continuing to assess the
composition of the Board and has under
way the formal process to appoint a
new Chief Executive Director A further
announcement will be made n due

course
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Prospects

2008 has started well with work won
so far this year ahead of work
delivered The Board expects the
Group to show good growth in first
half revenue compared to 2007,
although 1t will continue to review
whether or not the challenging
economic conditions currently
prevalent in the United States will
adversely affect business during the
second half of the year

A b
Alan Barber™"

Executive Chairman

17 March 2008
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nancial review

The business, 1ts objectives and
strategy

Information on the Group's business,
corporate objectives and strategy are
set out in the corporate profile and
consultancy profile sections of this

annual report

During 2007 paruicular attention was

directed towards

0 continuing the Group's strategy of
growth and diversification by
acquinng CBH Consulung and
Kurt Salmon Associates, and by
establishing Viaduct Consulting,

1 building the Parson Consulting and
Proudfoot Consulting businesses 1n
their core geographic regions, and

0 expanding the Incum Consulting
business geographically by
opening new offices 1n Europe and
the US

Business review

The Group operates ;1x management
consulting businesses with similar
economic drivers

Our business models

Ineum Consulting generally charges
clients on a time and expenses basts
where out of pocket expenses are a
pass-through cost Ineum Consulting
bills chents throughout the course of a

project

Kurt Salmon Associates generally

charges clients on a fixed fee basis,

Five year summary

2007 2006 2005 2004 2004 2003
IFRS IFRS IFRS IFRS UK UK
GAAP GAAP"
£m Em £m £m £m £m
Revenusa 2158 1469 1296 1192 192 88 6
Underiying profit from operatlons' 259 162 127 116 115 (1 7)
Profit from operations 218 134 136 124 123 02
Met finance (cost)/income (21} (@©1) 04 - - -
Taxation (65 (46) 41 (39) (30) (11)
Profit/(loss) for the year 132 88 898 85 93 (09
Basic earnings/({loss) per share 47p 41p 53p 4 6p 50p {05p)
Adjusted basic earningsi{loss) 62p S4p 49p 42p 46p (15p)
per sharet
For 2004 and prior the UK GAAP numbers have been adjusted lo remave goodwill amorisation which was the mayor
agusiment to profit from cperations anging from the converson to IFRS
t Admusted for non-recurnng items and ihe amortisation of intangible assels associated with acquisibons

with out of pocket expenses being a
pass-through cost

Parson Consulting also generally
charges cltents on a tme and expenses
basis with out of pocket expenses
being a pass-through cost Parson
Consulting typically bills clients
weekly

Proudfoot Consulting earns 1ts revenue
through charging its clients fixed fees
to assist them to improve their
profitability Chients are generally
tilled weekly over the peniod of the
assighment and fees are inclusive of
out of pocket expenses

Salzer Consulting generally charges
clients on a4 fime and expenses basis
where out of pocket expenses are a
pass-through cost Salzer Consuliing
bills clients during the course of

assignments

Amounts outstanding from chents are
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reported to management on a weckly
basis and appropniate action 1s taken

to obtain payment of any amounts not

pad within the contractual terms
Trade debtors at 31 December 2007
represented approximately 48 days’
sales (2006 44 days)

There 1s no undue dependence on any
individual client project The largest
chient in 2007 accounted for
approximately 3% (2006 69%) of
Group revenue

Each consultancy actively manages its
utilssation through ngorous staff
forecasung and scheduling Thus 1n
combination with tight management of
travel and accommaodation costs, allows
us to achieve a consistent 50% gross
margin after allowing for investment in
trainung our delivery staff and ume off
for holidays and sickness We manage
our resource base on a continental and

global basis to optimise utilisatton Qur
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(continued)

consultants are incentivised to deliver
quality profitable assignments through
borus schemes

Our sales force and senior employees
are also incentivised through a bonus
scheme The sales force 1s pad a base
salary and their bonus begins to
accrue once they have sold a muluple
of their salary at our target margin
levels They receive bonuses based on
the cash collected from fees billed to
clients This results in the sales cost 1o
revenue ratio falling as revenue
grows Semor employees are paid a
salary and receive bonuses reflecting
achievement of personal objectives

and overall business performance

Admimistrative expenses represent the
costs of the support infrastructure for
the consultancies and the head office
management function, which provides
shared service support for a number of
functions including knowledge
management, management
information systems, human
resources, strategy, legal, marketing
and some finance services A number
of our facilities are also shared across
the world Our overhead base has the
capacity to support a greater tevel of
revenue and activity than we currently

generate

Information on the trading
performance of the individual
consultancies and geographical units
1s given 1n the Management
Statement

Net assets

Net assets wnceeased by £46 8 mullon
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to £159 0 million, driven primanly by
the acquisihon of CBH Consulting,
Kurt Salmon Associates, the post tax
profits in the year and unrealised
foreign currency gains on non-sterling

assets

The profit for the year of £132
mullion (2006 £8 8 mallion) 1s armved
at after charging £0 8 million (2006
£0 8 mullen) for share option
charges, £0 2 milion (2006 £0 6
mullion) for deemed tax charges
connected to our US pension
contributions and £0 9 million (2006
£0 8 million) connected with tax
deductions for goodwill, and £1 7
milbon (2006 £0 ¢ million) for
acquired intangible amortisation,
offset by a £0 6 million (2006 £0 3
mithon) notional tax credit None of

these 1tems results 121 cash outflows

Duning 2007 we paid dividends of

£3 6 muilion This compnised £2 7
mullion 1n respect of the final
dividend for 2006 and £0 9 million as
interim dividend for 2007 (2006 £1 5
mullion as final dividend for 2005)

The Board decided 1o pay the interim
dividend to reflect the Group's size
and increased diversity of consulting
offerings It 1s our intention 1n the
future to target an intenm dividend of
approximately one-third of the total
dividend for the year

The year end net debt balance was

£60 9 milhon (2006 £28 8 million)
Gross bank borrowings were £81 3
million {2006 £39 0 mullion)

following the draw downs under mulu-
currency facithities which were
provided to finance the acquisitions of
CBH Consulung and Kurt Salmon
Associates refinance existing
borrowings and to provide working
capital facilities for the enlarged
Group

Whilst average exchange rates were
little changed 1n 2007 compared with
2006, the year end closing exchange
rates showed a strengthening of the
Euro to Sterling Consequently there
15 an increase of £9 1 million (2006
£4 9 milhon decrease) 1n reserves

Resources of the busmess and

investment in the future

The Group's key assets are its chent
relationships 1ts people and 1ts
intellectual property

Chent relatronshups are strengthened
by regularly reviewing the
performance of every engagement, in
conjunction with the client, while the
engagement 15 being undertaken This
enables imely resolution of 1ssues
ansing to ensure that clients are highly
satisfied with the results of each
assignment It 1s our objective that
every chent becomes a reference for
future chients Post-engagement
reviews of client saysfaction are
carried out on all significant

engagements

The remuneration policies of the
Group are designed to retain hey
individuals by rewarding performance
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and deferring the payment of a portion
of incentive pay which 1s conditional
on continued employment The
performance of every employee 1s
reviewed regularly and actions are
agreed to deal with any identified
performance 1ssues In Parson
Consulting (outside continental Europe)
and Proudfoot Consulting an integrated
performance measurement system

has been nstalled to enable the
performance of individuals to be
measured and compared across the
businesses Ineum Consulting and Kurt
Salmon Associates have simitar non-
integrated systems of evaluation The
trainwng needs of employees are also
reviewed and tarlored training
programmes have been developed for
each of the core functions within the «1x
consultancies The headcount needs of
the businesses are reviewed weekly in
hight of the projected requirements of
the business as indicated by the forward
order book and order prospects
Standardised employment contracts that
take account of local laws and practices

are 1n place

The Group has developed an intranet-
based knowledge management system
to document the intellectual property
that has been developed through many
years of assisting chents Chents needs
are regularly reviewed and new services
developed in accordance with the
wdentified needs Parson Consultng and
Proudfoot Consulting have dedicated
Practices groups which tumn chent
needs into concrete offerings that we

can deliver to the market Ineum
Consulting has simtlar procedures, 118
semor employees undertake a simmlar
role on a part-time basis Appropnate
steps are taken to safeguard the
security of the Groups intellectual
property and we do not hesitate to
take legal or other actions to protect
1t if this 15 necessary

Investment for the future has
continued n staff skill sets, raiming,
management information systems,
knowledge management and
marketing Marketing expenditure has
continued to focus on building
potential clients’ awareness of the
Group’s brands and the wervices we
offer

Principal nsks and uncertainhes

The Group has operating and
financial policies and procedures
designed to maxtmise shareholder
value within a defined risk

management framework

The key risks o which the business 1s
exposed are reviewed regularly by
semor management and the Board as

a whole

The major risks the business faces are
related to the demand for consultancy
services in each of the markets and
sectors in which the Group operates,
mamntammg and extending our client
base, attracting and retaining talented
employees, and not using our

intellectual capatal to full advantage

These nsks are managed by
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anticipating consultancy trends.
identifying new markets and sectors
in which the Group might operate,
maximising staff utiisation having
remuneration polictes which reward
performance and promote continued
employment with the Group, and
maintaimng a comprehensive
knowledge management system The
implications of the changes to the
Board composition which occurred 1n
2008 have been considered and are
not believed to have had any
significant smpact on the Group's
nsk profile

Potental contractual habilities
arising from chient engagements are
managed through careful control of
contracteal conditions and
appropnate msurance arrangements
There 15 no matenal outstanding
lstigation against the Group of which
the directors are aware, which 1s not
covered by insurance, or provided for
in the financial statements

Financial review

Capual structure and treasury
policies

The Group refinanced its balance
sheet in 2007 and took on additional
debt to fund the acquisition of Kurt
Salmon Associates The Group had
£60 9 million of net debt at 31
December 2007, compnsing £209
mullion cash and £81 8 million
borrowings The Group’s capital
structure 1s reviewed regularly to

¢nsure that 1t remasns relevant to the
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busimess and 1ts planned development

The Group's foreign exchange
exposure 1s prnimanity a translaton nish
as the Group's businesses operate
mainly in their local currencies and, as
a result, the Group's transactional
exposure to exchange rate movements
1s minmal Translation nisk arises
primarily from the goodwill anising on
acquisitions being denonunated in US
dollars and Euros There 15 a parnal
hedge against translation movement
from the long-term retirement benefits
liabilities denominated in US dollars
and Euros and the multi-currency bank
facility which 1s also denomunated 1n
US dollars and Euros

Treasury activities are managed on a
day-to-day basis by a treasurer who
reports frequently to the executive
directors There are established treasury
policies that are reviewed regularly to
ensure that they remain relevant to our
business The objective of the Group's
treasury policies 15 to provide hiquidity
for the Group at mimmum risk and
minimum cost and to hedge known
financial exposures The main treasury
nsks faced by the Group are country
specific hquidity nisks

Investment of the Group's cash 1s made
within policies that cover counter party
nisk and hiquidity Surplus cash s
invested generally on maturities of
three months or less commensurate
with the matunty of loan drawdowns
Drawdowns under the mulu-currency
facihnes allow for interest maturities of
up to six months i US dollars and
Euros The Group s term loan 1s drawn
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down 1n US dollars and Euros to
provide a partial hedge against the
Group’'s Dollar and Euro earnings At
the year end, the working caputal
facihities are drawn down 1n US dollars
and Euros two of the three major
currencies 1n which the Group
operates The Group’s net debt
position 1s closely monitored and there
are effective cash forecasting
procedures tn place These procedures
involve careful review of future billing
levels and new busingss prospects with

operauonal management

The Group s retirement benefits
hability relates to the closed US
defined benefit pension scheme, the
closed US post-retirement medical
benefits plan, French statutory
retirement provisions and an unfunded
German retirement obligation,

acquired with Kurt Salmon Associates

The Group actively manages the
potential habihties ansing from the
retirement benefit schemes regularly
reviewing performance and making
changes where appropriate Qualified
independent actuaries are consulted
and they carry out regular reviews of
the posiion Duning the year the
retirement benefit obligations
increased by £2 3 mullion to £7 8
million Cash contnbutions to the
schemes amounted to £0 7 mullion
(2006 £2 0 million) A net actuanal
gain of £0 8 million (2006 gain of
£3 3 mullion) arose as a result of the
discount rate applicable to future
benefits being increased by 0 045% to
6 25% and the investment return being

in line with the long term assumed
average of 8% The weakening of the
US doftar decreased the net liability by
£0 | millton (2006 £1 1 milhion)

Cash flows

The net debt balance at the year end
was £60 9 milhon compared with net
debt of £28 8 nullion at the prior year

end

The cash gencrated by operations was
£33 8 million compared with £2 3
muillion in 2006 Thts represents an
operating cash conversion rate of
148% (2006 17%) The principal cash
outflows were payments relating to the
acquisiions of CBH Consulting and
Kurt Salmon Associates totalling

£39 9 milhion £12 7 million
repayment of borrowings (2006 £nil),
tax of £2 6 mullion (2006 £4 3
mullion) investments in fixed assets
and financial assets of £4 3 mullion
(2006 £2 6 mullicn), payments into
the closed pension and medical
benefits schemes of £0 7 million
(2006 £2 0 mullion, payment of
mnterest £3 4 milhon (2006 £nil) and
the payment of the 2006 dividend of
£3 6 mithon (2006 £1 5 milhion)
These amounts were offset by £45 1
mulion drawn down under the Group s
multi-currency bank facilites

Taxation

The Group's total tax charge for 2007
based on reported profit before tax
was £6 5 rilhon (2006 £4 6 million)
The total tax charge comprises £5 2
milhon (2006 £5 9 million) in respect
of current year corporate tax, £1 6
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miullien charge (2006 £1 8 mullion
credit) of deferred tax, and a £0 3
miulhon credit (2006 £0 5 million
charge) relating to prior years The
current year effective tax rate based on
reported profit before tax 15 33%
(2006 34%)

In accordance with accounting
standards, benefit for current year tax
deductions for pension contributions
and goodwill 1s not reflected in the
current year tax charge The benefitis
£1 1 miflion (2006 £1 4 million)
Offsetting such amounts 1s £0 2
million (2006 £0 3 milhion} relating to
a notional tax credit on the
amortisation charge for acquired
ntangibles Excluding adjustments 1n
respect of prior years, the current year
effective “cash tax” rate 1s 28% (2006
22%) based on profit before tax as
adjusted for the amortisation charge
related to acquired intangible assets.
which 1s not taxable

The ncrease in the “cash tax™ rate
reflects the prior utilisation of brought
forward losses

We have tax losses in various
countries The ability to utthise these
losses 1s uncertain and dependent on
rading profitabulity A deferred tax
asset of £0 8 million (2006 £2 3
milhon) 1s recogmsed n respect of the
part of these losses that are probable to
be recovered in the foreseeable future

Returns to shareholders

The basic earmings per share amounted

10 4 7 pence compared with the 4 1
pence in the prior vear The diluted
earnings per share amounted to 4 7
pence compared with 4 1 pence n the
prior year Dilution occurs 1f
performance critena related to share
options are met

When judging carnings per share,
analysts normally eliminate intangible
amortisation associated with
acquisitions and also eliminate non-
recurring income and costs associated
with acqusitions and disposals of
businesses This gives a view of the
underlying trading performance The
earnings per share excluding
amortisaiion and non-recurning
expenses increased by 15% 10 6 2
pence (2006 54 pence)

Having regard to the trading prospects
and the cash balance, a final dividend
of 0 82 pence per share 15 proposed
An interim dividend of 0 33 pence per
share was patd in October 2007,
making the total divadend 1n respect
of 2007 1 15 pence per share This
represents a 15% wncrease over the
dividend paid in respect of 2006°s
profits The dividend 1s covered 37
times (2006 3 2 umes) based on the
earnings of 2007 (2006)

Going concern

The directors are satisfied that the
Group has adequate resources to
continue in operation for the
foreseeable future For thus reason the
going concern basis has been adopted
in preparing the financial statements
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Key performance indicators

The Key Performance Indicators
(KPls) used by the Board to monitor
progress are revenue growth, profit
from operations. net debt, earnings per
share growth and clhent sausfaction
We use these KPIs to monitor
performance because they indicate our
achievements against our stated
objective of delivering substantial
sharcholder value over the medium
term by acqussition and by delivering
organic revenue and margin growth
Our performance against these KPIs 15
discussed in the Management
Statement, Financial Review and
Consultancy Profiles

Critical accounting policies

The discussion and analysis of the
Group s financial position and results
are based on the consolhdated financal
statements which have been prepared
1n accordance wath [FRS The
preparation of the financial statements
requires the development of estimates
and judgments that affect the reported
amount of assets and habilities,
revenues and costs and related
disclosure of contingent assets and
habilities at the date of the financial
statements Actual results may differ
from these estimates under different

assumptions or conditions

Cntical accounting policies are
defined as those that are reflective of
significant judgments and uncertainties
and potentially resutt in materially
different results under different
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(continued)

assumptions and concditions Itis
bebeved that the Group's critical
accounting policies are limited to those
described below

Revenue

Revenue 15 measured at the fair value of
the consideration received or receivable
and represents amounts reccivable for
services provided to third parties in the
normal course of business Revenue
from services 1s recognised when
services have been provided and the
nght to consideration has been earned
If services have been provided to third
parties but no billhing has been made,
estimates are made of the amounts
receivable These estimates are based on
the nature of the services supplied and
contract terms  Any significant under-
estimation or over-estimation of
amounts recewvable could have a
material effect on the Group’s financial

position and results of operations

Goodwill and other intangible fixed
assets

Under IFRS goodwill 1s capitalised and
tested for impairment annually and
when events or changes in
circumstances indicate the carrying
value may not be recoverable
Intangible assets with finite lives are
capitahsed and amortised over their
remaining useful economic lives
Changes 1n assumptions used in the
Group’s impairment reviews or
estimated useful economic lives could
have a material effect on the
presentatton of the Group's financial
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position and results of operations

Details of the assumptions used 1n
the Group s goodwill impairment
reviews are (ncluded tn note 10 to
the financial statements

Employee benefits

Accounting for pensions and other
post-retirement benefits involves
Judgment about uncertain events,
including, but not limited to,
discount rates, life expectancy,
future pay inflation, expected rate of
return on plan assets and expected
health care trend rates
Determination of the projected
benefit obligations for the Group’s
defined benefit pension scheme and
post-retirement plans are important
to the recorded amounts n the
statement of recognised income and
expense and the hability recorded
in the balance sheet Actuartal
valuations are carricd out annually
Details of the assumptions used are
included n note 17 to the financial

statements
Income taxes

The Group 1s subject to income
taxes 1n numerous jurisdictions
Judgment 1s required in deterrmining
the world-wide provision for income
taxes There are transactions and
caiculanons for which the ultimate
tax determination 15 uncertain until
1t has been audited or agreed with
the tax authoniies Where the final
outcome of these matters 1s different
from the amounts that were inivally

recorded, such differences will
impact the income tax and deferred
tax habilihes and assets in the period

in which such determination 1s made

The Group's management has
discussed the development of the
estimates and disclosures related to
cach of these matters with the Audit
and Risk Commuittee and note 2 to
the financial statements provides
additional discussion of the
applicauon of these estimates and

other accounting policies
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poarad of directors

Executive Chairman
A JBarber * ¢ **

Alan Barber aged 60 jomned the Board in April 2005 He 1s a non-executive director of
Invesco English & International Investiment Trust PLC, JP Morgan Fleming Japanese
Investment Trust PLC and Western & Oriental Plc as well as two other private companies
He 1s a former non-executive director of lastminute com PLC and Teather & Greenwood
Holdings PLC and was a partner in KPMG's London office up to 2004 During 2007 he
was Chairman of the Audit and Risk Commuttee On 19 February 2008, he was appointed
Executive Chairman and stood down from the Audit and Risk Commuttee

Finance Director

C H Smith

Craig Snuth, aged 44, was appointed Finance Drrector on 26 Apnl 2007 He graduated n
Economics at the University of St Andrews 1n 1985 and subsequently held finance
positions with Coats Viyella PLC both in the UK and overseas After leaving Coats Viyella
m 1997 he was European Finance Director of two US based companies n the product
wdentification and printing ink industnies and then worked as Group Finance Director at
Huntleigh Technology PLC from 2003 until he joined the Group He 1s a quahfied Certified
Accountant On 19 February 2008 Mr Smuth tendered his ressgnation He will remain
Group Finance Director until 19 August 2008, or earlier if agreed

Executive Director
L H Carvatho

Lz Carvalho, aged 50, will be appointed an Executive Director on 19 March 2008 He has
dual US and Brazihan ciuzenship and resides in the US  After attending Pontficia
Universidade Catdlica de Sdo Pauto, he jotned Proudfoot in 1982 and following a series of
promotions and mternational assignments was appointed president of Proudfoot s American
operations 1n 1999 and chief executive of Proudfoot Consulting worldwide 1n 2002 Heis a
member of the Young Presidents and World Presidents organisations

Executive Director
M de Fontenay

Miguel de Fontenay, aged 50, will be appointed an Executive Director on 19 March 2008
He joined Ineum Consulung in May 2004 as a managing partner and was appointed chief
executive in May 2007 Previously, he had held executive positions at Capgemimi Emst
& Young, where he was Managing Partner and CEO of the French consultimg practice and
EDS He 1s a member of the French think tank “L'Institut Montaigne” and Board Member
of “Le Syntec” He 15 also member of “L’Institut Esprit Services” of the MEDEF

Executive Director
M Wietecha

Mark Wietecha aged 50, will be appointed an Executive Director on 19 March 2008 He
15 a US crtizen and 15 chairman of Kurt Salmon Associates worldwide He has been with
Kurt Salmon Associates for over 20 years and has served in several leadership roles
including Managing Director of the Health Services practice as well as being a promunent
consulung practittoner He has served on the boards of the Institute for Bilingual Children
the Shepherd Spinal Center. and the Medtcal Henitage Foundation
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Non-executive Director * # **

Baroness Cohen of Pimlico

Baroness Cohen, aged 67, joined the Board in August 2003 She was originally a solicitor
then had a career in the Department of Trade and Industry and subsequently as a corperate
financier and adviser in the Charterhouse Group She sits as a Labour peer in the House of
Lords She 1s a non-executive director of the London Stock Exchange PLC and of
Freshwater UK PLC She 1s Chairman of three private companies She 1s the Senior
Independent Director

Non-executive Director
J P Bolduc

J P Boldug, aged 68 joned the Board in September 1996 He 1+ a US ciuzen and 1s
currently Chairman and Chief Executive Officer of JPB Enterprises Inc He was
formerly President and Chief Executive Officer of WR Grace & Co and President
and Chief Executive Officer of J A Jones Inc He also serves on the Boards of
Unisys Corporation EnPro Industries, Inc and Lance Inc as well as several other
pnivate and not for profit enterprises

Non-executive Director

S AFerriss*

Stephen Ferriss, aged 62, jomed the Board on 3 March 2006 He 1s a US citizen residing in
London He spent 17 years at Bank of Amenica working in the United States of Amenca and
latterly in London and Madnd In 1987 he joined Bankers Trust and served in various roles
including managing director and partner of the Bankers Trust s Global Investment Bank in
London and New York He spent three years from 1999 to 2002 as President and CEO of
Santander Central Hispano Investment Securities Inc He 1s a non-executive director of
Santander Bancorp in Puerto Rico and other privately owned companies He was appointed
Chairman of the Audit and Risk Commuttee and appownted to the Remuneration Commitee
on 19 February 2008

Non-executive Director * **

A H Stmon OBE

Andrew Simon aged 62 joined the Board on 3 March 2006 He spent 23 years as the
managing director, chief executive and chairman of the Evode Group PLC Mr Simon
holds an MBA from Wharton School of finance 1n Philadelphia and has a diversified
range of non-executive director and chairman posiions He 1s the non-executive
Charrman of Azelis SA a pan-European speciality chemicals company He is a non-
exccutive director of Dalkia PLC and Travis Perkins PLC in the UK and of Finning
Internattonal Inc 1n Canada He sits on the supervisory board of SGL Carbon AG n
Germany He was appomnted to the Audit and Risk Commuttee on 19 February 2008

Commuttee memberships during 2007

« Member of the Remunieration Commuttee *Member of the Audu and Risk Commuttee =Member of the Nominanons Commutiee
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directors’ report

The directors present their annual report, incorporating their reports on corporate governance, audit and risk, and
remuneration, together with the audited financial statements for the year ended 31 December 2007 These will be laxd before
the shareholders at the Annual General Meeting on 23 April 2008

Activity

The principal activity of the Group 15 the provision of management consulung services Details of the Group™s prnincipal

subsicdhary undertakings, through which it carries out its activaties, are set out 1n note 27 to the financial statements
Busmess review

The Company 1s required to set out in this report a fair review of the business of the Group dunng the financial year ended
31 December 2007 the position of the Group at the end of the financial year and a description of the principal risks and
uncertamnties facing the Group (known as a Business Review ) The information that fulfils the requirements of the Business
Review can be found in the Financial Review section of the Annual Report, pages 21 to 26

Group results
The Group’s profit before taxation for the year ended 31 December 2007 amounted to £19 7 million (2006 £13 3 million)
Dividends

An interim dividend of ¢ 33 pence per share was paid on 22 October 2007 The directors recommend the payment of a final
dividend of 0 82 pence (2006 nterim dividend il pence, final dividend 1 0 pence) per share to be paid on 14 May 2008 to
ordinary shareholders on the register on 18 Apnil 2008

Directors

The names and brief biographical details of the current directors are shown on the preceding two pages During 2007 Dr
Stomberg, Mr Parry, Mr Boldue, Mr Barber, Baroness Cohen, Mr Ferriss and Mr Simon held office throughout the year Mr
Smith was appointed a director on 26 April 2007 Mr Manardo stood down as non-executive director on 29 May 2007 Dr
Stomberg and Mr Party stood down as directors on 19 February 2008 and on the same date Mr Smuth tendered his
resignation Mr Stuth will remain Group Finance Director until 19 August 2008, or earhier if agreed It 1s anticipated that Mr
Carvalho Mr de Fontenay and Mr Wietecha will be appointed directors on 19 March 2008

In accordance with the Company s Articles of Association Mr Carvaiho Mr de Fontenay and Mr Wictecha condittonal on
being appointed directors prior to the Annual General Meeting, will offer themselves for re-election at the forthcoming
Annual General Meeung Mr Ferniss will retire from the Board by rotation at the forthcoming Annual General Meeting and
will offer himself for re-elecion Mr Bolduc, having been on the Board for more than mne years wall also retire and offer
hrmself for re-election

Duning and at the end of the financial year no director had a matenal interest 10 any contract of significance to which the
Company or any subsidiary was a party Related party transactions are disclosed in note 26

Creditor payment policy

The Group's policy, n relation 1o all of its supphers 15 10 agree the terms of payment when first contracung with the suppher
and to abide by those terms provided that 1t 1s satisfied that the supplier has provided the goods or services in accordance with
the agreed terms and conditions The Group does not follow any code on payment practice but operates a prompt payment
pohicy on settling invoices The amount of trade creditors shown in the balance sheet at 31 December 2007 represents 46 days
of average purchases during the year (2006 50 days) for the Company and 28 days (2006 20 days) for the Group
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Substantial share interests

As at 14 March 2008 (the latest practicable date prior to the 1ssue of this report), the Company had been notified, in accordance
with Chapter 5 of the Disclosure and Transparency Rules 1ssued by the Financial Services Authonty, of the following interests
in the ordinary share capital of the Company

no of % of 1Issued

ordinary shares  share capital
Garimore Investment Limited 66 777,201 20 30
Schroders PLC 26 489 930 805

Corporate social responsibility

The Group 15 committed to making a positive soctal and economic contribution in all the places it operates This 1s driven by
the Board Emphasis 1s placed on ensuring that we continue to create and maintain trust in and loyalty to our Group by all our
stakeholders

The Board annually assesses the social, environmental and ethical (SEE) impact of the Group’s busmess and ensures that any nsks
anising are being managed appropriately as recommended by the Association of Bntish Insurers (ABI) The Board has carried out
an assessment of its SEE nisks and based on feedback from management has concluded that the Group’s exposure to SEE risks 1s
Limited, primarily due to the nature of its operatons Further information on the environmental and ethical pelicies adopted are
provided below

The Group’s internal audit function assists the Board in confirming disclosures made in the annual report and in reviewing the
Group’s treatment of SEE matters

Environmental policy
The Group’s envircnmental policy aims to minimise, where practical, the Group’s impact on the environment

As a group of management consutting companies the Group’s business has a relatively small impact on the environment
Nevertheless the Board recognises the quahity of the environment 1n which 1t operates 15 a concern for its stakeholders and
others 1n the community and consequently 1s essential to the long-term financial performance of the Group

As a member of the FTSE4Good index, the Group ensures that all laws, regulatons and official guidelines in the countries in
which 1t operates are comphed with The Group 15 also a member of the United Nations Global Compact

Following the reporting guidelines 1ssued by the Department for Environment, Food and Rural Affairs (DEFRA), the Group’s
Environmental Officer has identified areas where the Group could have an impact on the environment and has taken steps 1o
reduce this impact These are detarled below Reviews of the quantitative impact on the environment n these and other areas
will continue to be undertaken to enable the Group's environmental performance to be assessed and further improved

Energy use and clunate change

Carbon dioxide 15 one of the most significant air pollutants as a by-product of energy consumption and 1s the major contributor
to the “enhanced greenhouse gas effect” Last year we noted that we had initiated a programime to measure the amount of
electricity betng used in our largest offices, to denufy where reductions can be made 1n the future Progress has been made and
the programme 1s being implemented in the new offices added to the Group during the year
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(continued)

Due to the nature of the business and the need for employees with appropnate expenence to work on projects, employees
regularly need to travel to clients sites This often involves travelling to different countries, however, because of careful
resource planmng, 90% (2006 90%;) of flights made by employees are short-haul The Group's employees are encouraged,
wherever possible, to share private road transport or use public transport

Whulst further improvements are being targeted, the Group has made progress in reducing energy consumption There 1s an
ongoing programme to nstall energy saving devices within all our offices including those added during the year a« part of the
CBH and KSA acquisiions The principal metheds adopted by the Group to reduce energy consumption are as follows

a nstalling automatic power-off systems on lights and certain equipment,

o using energy efficient Lighung,

o using time-switches on air condltlomng systems, and

m  reducing travel by making use of video conferencing facilities

Waste and recyching

The increase 1n waste generaied 15 a senous problem 1n many of the countrtes 1n which the Group operates The shortage of
new landfill sites 1n these countnies 15 well documented as are the petential health impacts and carbon dioxide emissions
caused by landfill sites

Quanutauve information regarding the amount of waste produced by the Group dunng & parucular penod 1s currently not
available, however 1115 esumated that over 70% of such waste could be recycled Most of our offices recycle printer cartndges

and over half currently recycle paper or have plans to implement during 2008 The Group has mantammed its efforts to reduce
waste and increase recycling by

@ encouraging employees to recycle paper and toner cartridges Recycling facilites are available n the largest offices and 1s
being extended to cover CBH and KSA offices,

o giving furmture and computer equipment which 1s no longer needed to local schools and chanties, and

o stripping obsolete computer equipment for useful parts before being disposed of in accordance with the European Waste
Electrical and Electromic Equipment Directive

Water

Water usage throughout the world 15 growing at an ensustainable speed The Group does not use a significant amount of water,
however where available, the Group secks to lease buildings with water-efficient fittings and white goods

Health and safety

The Group 1s commuited to achieving and maintaining the highest standards of health safety and welfare for its employees
throughout the world Employees are one of the Group's most imponant assets and their health and safety 1s cntical to business
performance by reducing the costs associated with workplace injuries and 1ll-health

The Group aims to comply with all laws regulations and official guidelines relating to health and safety mn all its offices
throughout the world Due to the many different locations of the Group's offices, the Group does not have a single detaited
worldwide policy Instead, 1t 1s the responsibibty of a semor employee 1n each office to ensure that his or her office meets the
high standards the Group aums for

In the UK the Group Health and Safety Commutiee, chaired by the Director of Human Resources and including three
employees, has a policy that not only adheres to the Health and Safety at Work Act (1974) and the Management of Health and
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Safety at Work Regulations, but also incorporates views of other employees During 2006, a review of health and safety
policies 1n each office was undertaken so that necessary improvements could be made

Group ethics

The Group subscribes to the Association of Management Consulting Firms' Code of Ethics (available at www amef org) and
in the UK the Code of Ethics of the UK Management Consultancies Association (available at www mca org uk)

The codes of ethics conform to regulatory and legislative inttiatives and assure the users of consulting services that members
are publicly commuitted to providing the highest quahty work

Whustleblowmng

The Board considers the financial management team as holding an important role tn corporate governance, having both the
responsibility and authority to protect, balance and preserve the interests of all stakeholders Specific polices are in place and
form part of the financial management team’s twice-yearly appraisal

All employees can voice their concerns about any unethical behaviour through an internal “whistleblowing”™ process

Employees

The Group operates in a number of countries and 1ts employment practices vary to meet local requirements and best practices
within a framework established by the Group

It 1s Group policy that all people be treated with digmity and respect The Group 1s commutted to providing and fostering a
working environment that 15 free from harassment, discrimnation victimisation or bullying, and where all employees are
treated with dignity and respect

Our ability to become a high-performing organisation depends on our inclusion of people who come from diverse
backgrounds It 15 Group policy to ensure equal opportunities exist without discimination for all employees, wrrespective of
their race, colour, creed, religion, gender, ancestry, citizenship, sexual preference. marital status, national ongin, age,
pregnancy, or any other reason prohibited by the laws of the individual countries in which it operates This applies with
respect to recruitment, promotion, compensation, transfer, retention, tramming and other employment actions In South Afnica
the Group operates positive discnmination n respect of previously disadvantaged individuals Wherever possible the
employment of members of staff who become disabled will be continued and appropniate training and career development
will be offered

One of the Group’s key objectives 1s to achieve a shared commitment by all employees to the success of the business We
recogmse the importance of employees understanding the Group strategy the businesses” prionttes and the expectations of
mdividuals Presentations on strategy and prionities are made at meetings of employees and are supplemented by monthly
communications from the Group Chief Executive

Employees have a wnitten job description and are appraised by their manager quarterly or semi-annually using a formal
process The Group 1s commuited to providing support to help realise the full potential of all its employees, whilst
recogmsing that the ultumate responsibility for personal development must rest with the individual There are executive and
management development programmes for current and future leaders of the business, training programmes for chent facing
staff and an induction programme for all new staff There 15 regular communication via internal meetings, email, intranets
and (n-house magazines
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Chartable and pohitical contributions

No poliical donattons were made in 2007 or 2006 Charitable donations of £36,100 (2006 £31,500) were made during the
year In addition pro bono work 1s carried out by a number of the Group s consultancies with good causes worldwide During
2007 the market value of work carmed out for these charities totalled £8,600 (2006 £14,000)

The Board has established a Charitable Donauons Committee to oversee the chantable donations by the Group Three senior
members of staff were appointed to the Committee and meet at regular intervals to review proposals for donations

The Group encourages its employees worldwide to contribute actively to their local communities

Disclosure of information (o the auditors

The directors who held office at the date of approval of this directors report confirm that so far as they are each aware there
15 no relevant audit informatuon of which the company's auditors are unaware, and each director has taken all the steps that
ought to have been taken as a chrector 1n order to be aware of any relevant audit information and to establish that the
Company s auchtors are aware of that information This confirmation 15 given and should be interpreted 1n accordance with
the provisions of Section 234 ZA of the Compames Act 1985

Auditors

Deloitte & Touche LLP have expressed their willingness to continue in office as auditors and, in accordance with Section
385 of the Companies Act 1985, a resolution to re-appoint them as auditors of the Company and to authonse the directors to
determine therr remuneration 1s to be proposed at the forthcorming Annual General Meeting

Performance Share Plan

At the forthcoming Annual General Meeung the Company seeks sharcholder approval for a new Performance Share Plan (the
“PSP”) The PSP is a long term, share-based, incentive arrangement which will be principally targeted at senior executives
The PSP 15 of a standard design and reflects market practice whilst taking account of the individual circumstances of the
Company

Under the PSP, executives will be granted, each year, a right to receive shares in the Company The normal annual award
limit under the PSP will be 100% of salary (with an abihty to grant awards up to 200% of salary in exceptional
circumstances such as recruitment or retention)

Awards will be subject to challenging performance conditions and may vest no sooner than three years after grant The mtial
grant of awards to executive directors and certain other senior managers in the “Group Executive™ will be subject to a
performance conditton based on earmings per share growth (“EPS °) over a three year performance period 20% of the award
will vest 1if average annual adjusted EPS growth 1s 6% per year rising on a straight-hine basis 1o full vesting where average
annual adjusted EPS growth 1s 13% per year or more The targets have been set taking account of inflabon but do not
expressly mclude RPI/CPI due to the international nature of the Company s workforce

Different performance conditions may be applied to the tmitial grant of awards to certain semor executives (below main-board
level) with divisional responsibilities to take account of their divisional focus

The Remuneration Comnuttee considers that the introduction of the PSP will provide a more balanced suite of incentives for
executives and will encourage the delivery of significant returns to sharcholders whilst driving substantial underlying
earmings growth

The princapal terms of the PSP are summansed 1n the notes to the notice of the Annual General Meeting Resolution 11,

which 15 an ordinary resolution to be passed by way of special business, proposes the approval of the PSP
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US Sub-Plan to the Management Consulting Group PLC 1998 Executive Share Option Scheme

The Directors are proposing to adopt a US Sub-Plan to the Management Consulting Group PLC 1998 Executive Share Option
Scheme, subject to the approval of shareholders Under the US Sub-Plan, options over Ordinary Shares may be granted to
US resident employees on modified terms that are intended to comply with the requirements for Incentive Stock Options
pursuant to Section 422 of the US Internal Revenue Code of 1986, as amended The adoption of the US Sub-Plan 1s intended
to enable the employees to obtain more beneficial treatment in respect of their options

The headroom and indhividual limits contained in the main rules of the Management Consulting Group PLC 1998 Executive
Share Option Scheme will continue to apply In addition, the number of Ordinary Shares that may be subject to options that
are Incentive Stock Options granted to a particular individual 1n any year may not exceed US §100,000 The maximum
number of Ordinary Shares which may be 1ssued or 1ssuable pursuant to Incenuve Stock Options granted pursuant to the US
Sub-Plan s 15 millton

The terms of the Incentive Stock Options are substantially similar to those of the options granted pursuant to the main rules of
the Management Consulting Group PLC 1998 Executive Share Option Scheme The Incentive Stock Options will be subject
to the same performance requirements and vesting requirements as those granted under the mam rules It 1s a requirement of
Section 422 of the US Intermnal Revenue Code of 1986, as amended, that specific shareholder approval be obtained for the US
Sub-Plan

New Articles of Association

The Companies Act 2006 (the “2006 Act”) recerved royal assent on 8 November 2006 The 2006 Act repeals and restates the
greater part of companies legislation and introduces new requirements to create a more comprehensive code of company law
Most companies are proposing to amend their articles at their annual general meeting to take account of certain new
requirements and authorisations provided for in the 2006 Act Some provisions of the 2006 Act are already n force (from 1
January 2007 6 Apnl 2007 and 1 October 2007) Other provisions are being implemented in Apnl 2008, October 2008,
February 2009 and October 2009 Given the staggered implementation of the 2006 Act, 1t 15 proposed that the articles of
association of the Company {the “Articles of Assomation™) be altered at the forthcoming Annual General Meeting, with
further amendmends intended to be proposed at the 2009 Annual General Meeting

Annual General Meeting

The formal Nouce of the Annual General Meeting 1s set out on the last eight pages of this report and accounts
The Company s seeking your considerauon and approval of the matters set out below

Item 1 proposes the adoption of the annual report and accounts for the year ended 31 December 2007

Item 2 proposes that shareholders approve the Directors’ Remuneration Report, as required by the Directors Remuneration
Report Regulations 2002 In accordance with section 241 A of the Compames Act 1985, the vote 1s advisory only

Item 3 proposes the declaranion of a final dividend of O 82 pence per share This dividend 1s recommended by the Beard and
requires the approval of sharcholders in the Annual General Meeting

Items 4 5, 6,7 and 8 propose individual resolutions for the re-appointment of directors The Nomunations Committee, having
reviewed their performance and credentials, recommends their re-electton The Company’s Articles of Association require
that one third of directors reure annually by rotation Mr Fermiss and Mr Bolduc are accordingly standing for re-election Mr
Carvalho, Mr de Fontenay and Mr Wietecha having been appointed since the last Annual General Meetimig are. in accordance
with the Articles of Association, required to stand for election
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Item 9 relates to the proposed re-appointment of Deloitte & Touche LLP as auditors to the Company and proposes that the
directors be authorised to determine the auditors remuneration The Company s auditors are required to be appointed at each
Annual General Meeting at which accounts are presented

Item 10 15 a special resolution to provide the directors with the flexibility to be able to make market purchases of the
Company’s own shares The authority if granted, would be in respect of up to 32 889,996 ordinary shares (approximately 10%
of the Company’s 1ssued share capital as at 31 December 2007) and would run untl 22 July 2009 or, if earlier, the conclusion
of the 2009 Annual General Meeung The maximum price at which purchases could be made would be the higher of the
amount equal to 105 per cent of the average of the middle market quotations for an ordinary share denved from the London
Stock Exchange Daily Official List for the five business days before each purchase and the amount stipulated by Article 5 (1)
of the Buy-back and Stabihisauon Regulation 2003, and would not be lower than an ordinary share s nominal value There 1s
no present tntention to purchase shares but the directors will keep this matter under review The directors would only exercise
the authonty for remuneration schemes or if an improvement 1n earnings per share 1s expected to result and if they consider
that the purchase would be 11 the best interests of sharcholders generally

Shares purchased under this authority from distnibutable profits will become treasury shares which the Company can cancel or
hold for sale for cash or transfer for the purposes of or pursuant to an employee share scheme In considening any proposed
transfer of treasury shares for the purposes of or pursuant to an employee share scheme, the Company will have regard to the
limuts relating to such schemes on the use of unissued shares as 1t the proposed transfer of treasury shares was an 1ssue of
unissued shares

As at the date of this document, there were commitments, subject to certain conditions, to 1ssue up to approximately 90
milhon new ordinary shares, representing, 1n aggregate, 3 3% of the Company’s currently issued share capital (excluding
treasury shares) If the authority sought under item 10 were to be exercised n full, commutments, subject to certain conditions,
to 1ssue shares would represent 3 7% of the Company's remaining outstanding share capital (excluding treasury shares) Other
than the options shown in Note 19(b), the Company has no warrants or options to subscribe for equity shares that are
outstanding at the date of this document The Company currently has no treasury shares

Item 11 proposes the approval of the new Management Consuliing Group 2008 Performance Share Plan, the principal terms of
which are set out 1n the notes to the notice of the Annual General Meeting

Item 12 proposes the approval of the US Sub-Plan to the Management Consulting Group PLC 1998 Executive Share Option
Scheme

Items 13 and 14 are special resolutions to amend the Articles of Association following the phased introduction of the 2006

Act The amended Articles of Assoctaton will, if approved come into effect 1n two stages The first group of amendments will
come into effect immediately 1o reflect changes 1n legislation which have been or will be made by May 2008 The second
group of amendments reflecting directors 1nterests, will become effecuve on 1 October 2008 Further details of the proposed
amendments to the Articles of Associalion are set out 1n the notes to the notice of the Annual General Meeting

Your directors consider that the above proposals are 1n the best interests of the Company and s shareholders and recommend
that you vote s favour of all the resolutions, as they intend to do i respect of their own beneficial holdings

By order of the Board

10 Fieet Place
London EC4M 7RB

Charles Ansley
Company Secretary 17 March 2008

36 Management Consulting Group PLC annual report and accounts 2007




corporate governance

The maintenance of cifective corporate governance 15 a hey prionty tor the Board Accordingly the Board has considered
carcfully the requirements of Section 1 of the 2006 Combined Code on Corporate Governance (the Code) and has taken various
actions 1n light of its gwdance The Company has comphied throughout the year with the Code as explained below

Board of directors

From | Tanuary 2007 to 25 Apnl 2007 the Board compnised the non-executive Chairmum, one executive director and six non-
executive directors On 26 Apiil 2007 Mr Smuth was apponted executive director and from that date there were 1wo exceutive
directors Mr Manardo stood down as non—executive director on 30 May 2007 and from that date there were five non-esecutive
directors

Under the terms of the Code, the Chatriman 1 not regarded as independent by virtue of hus posiion Mr Bolduc 15 not considered
to be independent by reason of the commission arrangements deseribed in the Directors” Remuneration Report For the peniod of
hts directorship Mr Manarde was not regarded as ndependent by virtue ot his position in «n agreement dated | September 2006
which dutermined the strategy of the Group Baroness Cohen Mr Barber, Mr Ferriss and Mr Simon are considered to be

independent non-caccutive directors

The reles of the Board and the management are clearly defined Dunng 2007 the roles of Chairman Chuct Executive and Scenior

Independent Dircctor were scpatated and clearly defined mn writing The terms and condibions ot appointment ot the non-caccutive

directors are avalable tor inspection at the Company’s registered office and will also be available at the Annual General Mecting

On 19 February 2008 the roles of Chairman and Chief Executive were combined when Dr Stomberg and Mr Parry stood down
trom the Board and Mr Barber was appomted Exceutive Charman This combrming of the roles of Chairman and Chief Executinve

comstitutes o bredch of the Code

The Board s satisfied that the Chairman and each ot the non-executive directors commutted sufficient ime durimg 20067 tor the
fulfilinent of their duties as directors of the Company None of the non-executive directors has any conflict of interest which has

not been disclosed o the Board

The number of Board and Comnutiee meetings chgible for attendance and attended by cach of the dircctors dunng the year was

as follows
Audit Remuneration Nominations
Board Committee Committee Committes
Name meetings meebngs meetings meelings
A J Barber 9 5 4 2
J P Boldue 8 - - -
Baroness Cohen 8 4 4 1
S A Fernss 9 5 - -
J A Manardo 2 - - -
K A H Parry 9 - - 2
A H Simon 8 - 4 2
C H Smith 8 - - -
R W H Stomberg 9 - 3 2
Total meetings held 9 5 4 2
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On appowntment, directors are provided with formal details ot then responsibilitics under legislatnon applicable to a company
listed m the UK Changes to such legislation and other relevant factors affecting the Group are communicated to all directors
Newly appomnted directors are also required to parttaipate in an induction programme in order to tamiliarise themselves with the
Group s businesses Regular presentations are made to the Board by sentor management 1n order to refresh and expand this
knowledge

All directors me authonsed to obtam at the Company s eapense and subject to the Chairman s approval, independent legal or
other protessional advice where they consider it necessary All directors have aceess to the Company Scetetmy who oversees
their ongoing traming and development needs

Election and re-election of directors

The Company s Articles of Association contain detatled rules for the appomntment and retirement of directors There 15 a tormal
procedure 1n place to select and appoint new duectors to the Board These directors are required to retire at the neat Annual
General Meeting, but can offer themselves for re-election by shareholders All directors are required to subimt themselves for re-

election at intervals not exceeding three years

The Board annually cvaluates the performance of individual directors the Board as a whole and its Commuttees This review
comprises structured mterviews with each director followed by the presentation ot the results of thes process to the Board and
mdividual discussions with the Charman or Chief Executive  The rosults of the evaluation wire approved by the Chairman and

are spectfically taken mto account when considening the re-appointiment ot directors
Operation of the Board

The Board meets regularly Nine mectings were held during 2007 All members of the Board are supplicd m advance of
meetings with appropniate information covermg matters which are to be conwidered The Chamman ot the Board met with non-

exccutive directors throughout the couse of the year in the absence of execunve directors

There 15 a formal schedule of decisions reserved tor the Board This includes approval of the following the Group s strategy,
the annual operating plan and budget the annual and mtenim financial statements, sigmficant transactions majgor capital
expenditures risk management policies the authority levels vested in management and Board appoimtments and remuneration
policies As described below the review of certan matters 15 delegated 10 Board committees which make recomniendations to
the Board in relation to those matters reserved for the Board as a whole

Audit and Risk Committee

Details of the membership role and operation of the Audit and Risk Comnutiee are provided m the Report of the Audn and
Risk Commattee

The Code recommends that the Committee should comprnise at least two members and that all members should be independent
non-¢xecutive directors During 2007 the Committee comprised three independent non-executive directors
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Nominations Committee

The membership of the Committee during 2007 was

& DrRolf Stomberg T Mr Alan Barber 0 Baroness Cohen & Mr Kevin Parry O Mr Andrew Simon
(Chauman of (mentber stnce (member (member (member since
Normunations 2005} sice 2003} s e 2000) 2006
Commuttee,

menther since 1998)

Dr Stomberg and Mr Parry steod down from the Commuttee on 19 Febroary 2008 The Committee’s purpose 15 to consider
future appostments to the Board and the succession policy for key management posiions The Nominations Comnutiee
adopted formal terms of reference dated 14 March 2003 These were updated on 2 March 2007 and are available from the

Group s website (www megple com) or the Company Secretary upon request

The Code recommends that a majority of the members ot the Nominations Commuttee should be independent non-caecutive

directors The majonty of the Commuttee was independent throughout 2007

Remuneration Committee

Details of the membership role and operatton of the Remuneranon Commitice are provided n the Directors  Remuneration
Report

The Code recommends that the Commuttee should comprise at least two mdependent non-executive directors Dr Stomberg was
not regarded as independent by virtue of his posibon as the Chairman of the Board The Code allows a Chairman to be a member
of a Remuneration Commuttee if he was considered independent on his appomtment as Chawrman of the Company Dr Stomberg
was considered mdependent on his appointient as Chaimian

Financial matters

The Group has adopted a code of cthucal conduct applicable to the Board and all members at the finance function In
additton 1t has a whistleblowing " policy whereby procedures exist that allow employees to report any financial wrongdoing
that they believe may have occurred

The Board has also defined which services can be purchased trom the Group s auditors and has adopted procedures 1in
respect of the purchase of these services o minimise the risk of an actwal or percerved conflict of iterest For sinntar
reasons the Board has adopted a policy m respect of hiring staft from the anditors who have been mvolved in the Group s
audit

Relations with investors and the AGM

The Annual General Meeting gives all sharcholders the opportunity to communicate directly with the Board Durning the year,
the directors are available to respond to enquiries from investors on the Group s operations  Effective communication with
fund managers mstitutional tnvestors and analysts 15 actively pursued and this encompasses issues such as performance
policy and strategy
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During the year the executive directors hold discussions with major shareholders The Chairman s available to shareholders
if there are matters that they wish to discuss with im directly Announcements are made to the London Stock Exchange and
the business media concerming tradimg and business derelopments to provide wider dissenunauon of information Registered
shareholders are sent copres of both the annual report and accounts and the mterim report The Group's website

www megple com also contams infermation relevant to v estors

The Chicf Exccutive and the Finance Director met wath hey sharcholders throughout the year and in particular around the
ume of the tull year results the half year results and the acquisition of Kurt Salmon Associates The Board as a whole did not

meet with investors during the year

The notice convenmg the Annusl General Meetng 1o be held on 23 April 2008 1s contamed on the final 8 pages of this

annual report and accounts

Internal controls

The Company as required by the Listing Rutes has complied with the Code provisions on internal control having established
the procedures necessary to implement the guidance 1ssued in September £999 (The Turnbull Committee Report) and by
reporting i accordance with that guidanee

The Board has overall responsibilnty tor the Company s system of internal control and reviewing its effectiveness whilst the
10le of management 15 to implement Board pohicies on risk and control The <ystem of internal control 15 designed to manage
rather than ehimunate the risk of farlure to achieve business objectives In pursuing these objectives wnternal controls can only

provide reasonable and not absolute assurance against material misstatement or loss

There 15 a continuous process for identityving, evaluating and managing the sigmficant risks faced by the Company which 15
i aceordance with the gwidance set out in The Turnbull Commuttee Report and has been m place for the year under review
and up to the date ot approval of the annual report and accounts This process which 1s regularly reviewed by the Board 15

as follows

1 The Growp s mdnagement operates a rish management process which identifies the key risks tacsng the business and
reports o the Board on how those risks are bemng managed This s based on 4 tisk regaster produced by eaccutive
management which idenufies those key risks the probability of those 1isks occuring, ther impact if they do occur and
the actions being taken to manage those nsks to the desired level This nish register 15 discussed at Board meetings on a
regalar basis and regular monitoring reports dre presented to the Board The management of these risks v montored by

the (nternal audit function
O Large acquisittions and capital projects require Board approval

O  There 15 regular communication between management and the Board on matters relating to nsk and control
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The Board has established a strong control framework within which the Group operates This contains the following hey

elements

- Orgamisantonal structure with clearly defined lines of responsibiliry, delegation of authoriy and 1epornng
requtit ements

—  Defined eapendimre authorisanon levels

—  Onsue, video and releconferencing reviews of operations, covering alf aspects of each business are conducted by
Group execuiive management on o 2 ecilar bases thioughour the vear

~  The finanaal reporting and mformation systems which comprise o comprehensive anmual budger which 15 approved
by the Board, weekh reparts of key eperanng information cash flow and capiral expenditure 1eporting monthh
results and forward performance mdicarors wiich are measured aganst the annnal budget and the prior vear's
results Sagnificant variances are 1eviewed by the Board and executive management and ac tion 18 taken as
appropriate Hie forecast for the year v revised when necessany

—  Group tax and tieasury are coordinated cennally There s weekly cavh and neasiry 1eporting 10 Group

nmumnagenment and periodic reporting to the Board on the Group's rax and treasury positions

Internal audits are performed by Group’s inteinal audit tunction
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audit and risk committee

This report descnibes the membership and operation of the Audit and Risk Comnutiee
Membership
During 2007 the membership of the Commuttee was

a  Mr Alan Barber 21 Baroness Cohen a  Mr Skphen Forriss
{Chatrman of Audnt and Risk {member sunce 2003) {(Member since 2006)
Comnuttee, member since 2003)

The Charrman of the Comnuttee during 2007, Mr Barber i~ a Chartercd Accountant and durng his Charrmanship was
considered to have reeent and relevant financial expertence On 19 February 2008 Mr Barber stood down from this
Committee and Mr Fernss became its Chairman On the same date Mr Simon was appointed to the Comnsttee Mr Furriss i
considered to have recent and relevant financial expenence The Commutiee met five times dunng the ycar The external

auditors attended all the meetings and the Committee met privately with them on five occasions
Operation of the Commttee

The Comnuttee’s tenns of reference were reviewed and updated with eftcct from 2 March 2007 to contorm with current best
practice and are avalable on the Group s website (www megple com) as well as i hard copy format from the Company
Secretary The main acuviues of the Commatice during the year weie as follows

3 Fmancial statements The Comnuttee reviewed the imternim and full year financial statements Presentations were made
by management and the auditors about the key techmical and judgmental matters redevant to the financial statements

The Commuttee was satisfied that it was appropriate for the Board to approve the financial statements

O Internal finanaal control and risk management systems The Comnuttee reviewed the register of Gioup risks
prepared by management, recommendations made by the external auditors and internal audit reports A review of the
regester of Group rishs was carnied out by mternal audit The Commttee was sausfied that it was appropriate for the
Board to make the statements regarding imternal controls included m the Corporate Governance Report

o External auditors The Commtice has conwdered the independence of the external auditors and 15 satistied that
independence has been mamntained 1t 15 policy that the auditors shall not provide any services that would potentially result
i them auditing the resule of thewr own work or which are prohibited under the US Sarbanes-Oxley Act The Commitice
pre-approves any material permitted non-audit engagements Regular reports were presented of fees pad to the external
auditors in order o ensure that the relationship between non-audst fees and audit fees was not imappiopriate The
Commuttee reviewed the external andit plan proposed by the auditors and participated in the teview ot the quahty of the
senvice that they provided In 2007 the non-audit fees paid to Deloitte and Touche LLF were constderably higher than the
average in recent years due to work ansing from the acquisition of Kurt Salmon Associates Such work was of an

assurance nature and accordingly the Audit and Risk Committee does not consider that 1t was at an inappropriate level

. Internal andit function The Head ot Internal Audit reports to the Commuitee, which reviewed and approved the annual
mternal audit work programime and reviewed all internal audit reports prepared in the year

The Charman of the Comnuttee reported to the Board on the Commttee s activities atter cach meeting dentifying relevant

MAtleTs requiring communication to the Board and recommendations on the steps to be taken
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remuneration report

This report has been prepdared i accordance with Schedule 7a to the Compantes Act 1985 ot describes how the Board has

apphed the Principles of Good Governance relating to circctors” remuncration set out in the Directors’ Remuneration Report

Regulations 2002 and the Combined Code A« required by the Regulations, a resolutton to approve the report will be |
proposed at the Annual General Mecung of the Company at which the annual report and accounts will be approved

The Regulations require the auditors (e report to the Company « members on the  auditable part  of the Dircctors
Remuneration Report and to state whether in their opimon that part of the report has been properly prepared in accordance
with the Companies Act 1985 (as amended by the Regulatons) The report has there fore been divided into separate sections
for unaudited and auwdited imformation

Unaudited information

Hhe Remuneration Conunitiee

0 Mr Andrew Simon 00 Baroncss Cohen 0 Mr Alan Barber 2 Dr Rolf Stomberg
{ Chawrman of Remuneration {Member since 2003) {Member since 2003) {Member since 2000}

During 20077 the membeiship of the Commuttee was
|
Ceomnutree, membet uince 2006} ‘

On 19 February 2008 Dr Stomberg stood down from the Commuttee and Mr Ferriss was appomted to 1t

The Committee reviews and determines on behalf of the Board the salary bencfits and pension packages of the executive
dirccters The Commutice also reviews on behalf of the Board the remuncration packages of the highest paid executives and
the Company Secretay Fees for the Chatrman and other non-caecutive directors are determined annually by the Board based
on madrhet information obtained from cxternal surveys

In determining the directors remuncration for the year the Commutice consulted Mr Parry (Chief Executive) about its
proposals save in relanon to Mr Parry's own remuneratton The Comnuttee makes use of published reports on directors

remuneration packages and advice from mdependent external advisers 1 obtamed when required New Bridge Street
Consultants LLP has been appomted by the Commuttee and provides advice to 1t on the operation of the Company’s incuntive |
schemes and the remuneration of executive and non-cxecutive directors as well as employee remuneration New Bridge

Street Consultants LLP may also advise the Comanttee on other matters within the Committee ~ terms of reterence which

were last teviewed on 2 March 2007 New Bridge Street Consultants LLP has no other connection with the Company

Remuneration policy

Compensaton pachages for executive directors are set by reference to individual and corporate pertormance individual
competencies external market compansons in commerce generally and consultancy specifically and remuneranon levels
below Board level m the Group The package for cach executive director currently comprises a basic salary an annual bonus
scheme, share meentives, pension comributions and bencfits

In order to align the interests of executive directors with the interests of sharcholders a significant proportion of cxecutive
directors’ remuneration 15 performance-related through the use of annual bonus and share incenuve schemes
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Base salanes

The Commutiee's policy is to set the base salaries ot cach executive director at levels that reflect therr roles eapertence and
the practices in the employment market Executive directors sdlanies were last mcreased with cffect trom 1 January 2007
Having considered market surveys and the lighly competitive nature of the intemational professional services market the
Commuttee concludad that, with eifeet fiom 1 January 2008, the salary of Mr Parry should be mereased by 6% to £610,000
per annum and the salary of Mr Sonith should be increascd by 4% to £285 000

Annual bonus scheme

Each executive director 15 entitled to an annual bonus that comprises two elements The Gioup s budgeted profit from
operations (adjusted tor subsequent acquisitions or disposals) s used as the benchmank for the financial performance in
relation to both clements ot the scheme The budget i~ set at a level 1n excess of market expeciations at the ume Under the
first element, each dircetor 1s entitled to an amount equal to up o 125% of basic salary The amount payable s split equally
by reference to the financial perfonmance of the Group and the achievement of detalled individual short and medium term
performance cnteria pre-agreed with the Remuneration Committce Any sums payable m relation to this first element are
pavable 1 cash within three months of the end of the relevant financtal vear

Under the second clement, an amount of up to 75% ot base salary may be carned, subject to the achievement of a shding
scale of profit before tax targets which arc above budget Two-thirds of this second element will be payable in cash thiee
years after the end of the relevant financial year The remaining third will be used to acquire shares in the Company which
will also be transferred to the executive dircctor three years atter the end of the relevant finanual year However both the
deferred cash and share elements of the annual bonus will normally be torteited if the excoutive director ceases employment
with a Group company during that three year period

The market expectation at the end of 2006, when the budget for 2007 was set was that the profit from eperations of the
Group tor 2007 would amount to £23 0 nullion before acquisitons The budget was et at a higher level than the market
expectation The actual profit from cperations ot the Group tor 2007 amounted to £21 & mullion after non-recurring items and
amortisation of intangibles assets, an mcrease of £8 4 million compared with the prior year The firancial performance
critenia were fully met i relation to the hirst element of the scheme and partly met in relation 1o the second clement As a
result 62 5% of saldary entitlement darises to a current cash bonus ia respect ot financial peiformance The balance of the
current ¢ash bonus amounts (¢ 34% ot salary in the case of Mr Parry and 25% of salary m the case of Mr Smith and reflects
the Committee s assessment ot the achievement ot personal pertormance objectives The current cash bonuses payable are
£667 000 tor Mr Parry and £169 124 for Mr Smith The bonuses due wiathin the second element. which are deterred for three
yedrs, are a cash bonus of £103 500 and shares bonus of £51,750 for Mr Parry and a cash bonus of £34 964 and shares bonus
ot £17 222 for Mr Simuth

Share tncentives

The Group has two share meentive schemes under which awards currently ~ubsist

g the Management Consolung Group PLC 1998 Exccutive Share Option Scheme (the 1998 Scheme) formerly hnown as
the Proudtoot Plc Executive Share Option scheme and

0O  the Management Investment Plan (the Management Incentive Plan)

At the Annual Generat Mecting approval 1s being sought tor a new 2008 Pertormance Share Plan which will become the
primary share plan for executive directors The principal terms of this new plan 1s given in the notes to the Notice of the
Annual Genearal Meeting The 1998 Scheme will be retained for other employees in the Gioup
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The 1998 Scheme (under which market value options are granted} was extended by the Extraordinary General Meeting held on
30 August 2006 and now cxpires on 18 June 2011 It s designed to motivate directors and scior employees whilst retaining
thein in the Group's employment, by granting options wlhich are exercisable i two equal amounts after three years and five
years respectively  For grants made after 1 January 2003 and betore 31 December 2005 options are subject to a performance
condition that compares the Total Sharcholder Return (TSR) over the three year peniod following grant (with no abibity 1o re-

test performance in subsequent years) with the TSR of the constituents of an extemal index as follows

TSR ranking compared to sndex Percentage of options that vest
Below rmedian 0%

At median 50%

Between median and upper quartile 50-100% {pro-rated)

Upper quartile 100%

For grants made before 1 January 2006, the index used was the FTSE Mid 250 For grants made atter 31 December 2005 the
index wsed 14 the FTSE All Share Index The change to the FTSE All Share Index was made to ahign the performance conditions
with the index to which the Company belongs The TSR calculations will be undertehen by o third party to ensure independent
vertfication ot the extent to which the performance condition 1+ met

From December 2007 the pertonnance conditions were changed to an EPS based measuic which the Commuttee believed would
be better understood by participants and therctore more motsvational The performance condition compares the EPS growth wath
pertormance above inflation (fixed at the time of grant having regard to the prevailing rates of iflation in the Group - termitories)

as follows

EPS growth Percentage of options that vest
Below inflakon + 3% pa 0%

At inflatron + 3% pa 50%

Between inflation + 3% and inflation + 5% pa 50-100% (pro-rated)

At inflation + 5% and above 100%

The EPS will be based on the results for the year preceding the vear in which the grant 1 made and the results tor three years later

Under the rules of the 1998 Scheme, options over shares with an aggregate exercise consideration of up to eight times
remuneration may be granted to an mdividual in a ten year period However, at1s the Comimutiee s current intention that option

rrants to any mdividual widl be Innited to 50% of salary each vear
g ) ry 3

With ctiect from 30 August 2006 the Company may 4t its discretion satisfy the exercise of options granted under the 1998
Scheme by 1ssuing (or procuring the transfer of) only that number of ordinary shares which has a value at the time of cxercise of
the options cqual to the net gun resulting from the exercine In respect of options 1ssucd prior (o 3 August 2006, the Company
will only eaercise 1ts discretion with the optionholder s consent

At 31 December 2007 there were 15 7 million options outstanding over new shares under share option schemes that count to
dilution Inmnets, comprising 4 89 of the 1ssued share capital In addition there were outstanding options over 2 6 million shares
which are already m assue and are owned by an employce trust These include options 1ssuable under arrangements put in place
1n connection with acquisttions for which shareholder approval was obtained at the me of the acquisitions On 1 March 2007
3 3 mullion options over umissued shares and 675 862 options over 1ssued shares lapsed because the performance cnitena were

not met
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In 2007 the only remaiming participant m the Management Encentive Plan was Mr Pary Mr Parry was enutled to 1850027 shares
betore tax on 18 March 2007 The Management Incentive Plan required him to invest £300 000 m the Company over the three
year period ended 31 December 2002 The investment had to be retamed untid the vesting date of any awards No further awards
will be made under this plan and no turther entitlements arise after 18 March 2007 International Financial Reporting Standards
1equire that a charge s recogrused agamnst profits in relation to share options: More details i relation to this are provided in note

19 to the financidl state ments

Pension grrangements

The Group contributes 17 5% of salary to defined contribution penston schemes of each eaccutive director’s choice Bonuses
and other payments to directors are not pensionable As a result ot the ax legislation changes that took effect in Apni 2006
mndvidual directors may request an equivalent cash alternative: No duector has to date, made such a request

Sharecholders have approved that the aggregate options outstending are himited to 12 8% of the tully diduted share capital In
addition there are 11,351,028 funded options that can be 1ssued that are not dilutive which were put in place as part of the
IMR and Kurt Salmon Assoclates acquisifions

Gther benefits

Benefits comprise a car (or car allowance) and insurances tor hte personal accident disabilty permanent health and family

medical cover
Service contracts

Until 19 February 2008, Mr Parry had a contract with a Gioup company contineing until age 65 Either party was able to
termunate the contract by giving 12 months noticc Mr Snuth has o contract with a Group company continuing unty] age 63
Either party 1s able to ternmunate the contract by giving six months’ notice

In the event of the carly ternunation of an executive director’s contract, it 15 the Committee ~ policy that the amount of
compensation (it any) paid to the executive directer will be determined by reference to the relevant circumstances that prevaik

at the tme

The dates of the contracts of the executive directors who served during the yedr are as tollows

Director Date of contract
K A H Parry 29 November 1999
€ H Smith 6 March 2007

Mr Barber has a contract with a Group company dated 27 Fobruary 2008 for a fixed penod of three months for a fee of the
pro rata equivalent of £385,000 per annum Thereafter Mr Barber will be compensated at a daily rate of £2,250 for days

dedicated to Company busincss

External appointments

The Company 1ecognises that executive directors mday be mvited o become non-cxecutive directors of other companies and
that such appomntments can broaden their knowledge and expenience to the benefit of the Group Executive directors may hold
no more than two non-exceunive directorshups and the related tees may be retained by the director During 2007 Mr Parry
earned fees of £82.500 (2006 £80,000) as a non-cxecutive director of Schroders ple and fees of £40 000 (2006 £30000) as a
non-executive advisor to Kmght Frank LLP During 2007 Mr Smith held no non-gxecutive directorships
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Non-executive directors — summary of enntlements

In relation to 2007 the Chaimman received total fees of £100 000 Each of the other non-executive dircctors recerved a tee of
£35 000 per annum and the Chairman of the Audit and Risk Commuttee, the Chairman of the Remuneration Comnuttee and the
Semor Independent Drrector each received an additional tee of £5 000

The tees payable to the Chamman and the other non-exceutive directors were last reviewed with effect trom | Janoary 2007
Having reviewed market survey mtormation, the Board concluded that there shouid be an inaease in the fees payable to the
Chairman ot £10 000 and £5.000 to other non-executive directors The additional fees payable to the Chairman ot the Audit and
Risk Committee the Chainman ot the Remuneration Corminittee and the Senior Independent Director remann at £5 000

Mr Bolduc 1 entitled to a retamer of US$35 000 per anium tor his seivices as an introducer ot business to the Group Unul
stepping down from the Board, Mr Manardo was entitled to an annual retamer ot €25 000 for additional advisory services
provided to the Group In addition, Mr Boldue may cam commassion of 2 55 ot the value of any work mtroduced No
COMIMisston wds pavable i relation to 2007 In light of the level of commissions potentiatly payable to Mr Bolduc and Mr
Manardo’s previous position with Incum Consulung, they are not consudered 1o be mdependent non-executive directors The
independent non-executive diectors consider that these arrangements are appropnate for the business The other non-exccufive

directons are not entitled to bonuses benefits pension cantributtons or to participate in any share scheme

None of the non-exccutive directors has a scivice contract and all are appointed for three year fixed terms Consequently none
of the non-execuuve directors 1s subject to notice periods and none has any rights to compensation on termination

The Company considers this approach appropriate in the curtent cnicumstances The dates of the most secent leticrs of
appointment of non-cxecutive directors are set out below

Director Date of letter of appointment
4 P Bolduc 12 May 2006
Baroness Cohen 12 May 2006
S A Ferniss 3 March 2006
A H Simon 3 March 2006
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Performance Graph

The Regulauons require this report to contamn a graph illustrating the Company’s performance compared with an appropniate
"broad equity market mdex" over the past five years Management Consulting Group PLC i~ a constituent of the FTSE All-
Share [Index and accordmgly that mdex 15 considered the most appropriate form of "broad equity market mdex" aganst which
the Group's performance should be plotted Performance as required by the legislabion, 1s measured by Total Shareholder
return (share pnce growth plus dividends paid)

” This graph looks at the value by the end of
2007, of £100 invested in Management
0 g=-———=%  Consulting Gioup PLC on 3! December 2002
/ compared with the vatue of £100 invested in the
i e FTSE All-Share Index The other points plotted
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are the values at imtervenung financial year ends
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Audited information

Drrectors® remuneration

The remuneratuon of the directors who served in the year ended 31 December 2007 was as follows

Salanes Tota¥
and fees as Bonus Deferred Pension Loss emolurmnents
directors and other bonus? Benefits contributions of office Other 2007
E £ £ £ [4 £ £ £
Executive

C H Smith* 193,285 169 124 - 18 256 33825 - - 414,490
K A H Parry 575 000 667,000 334,969 30,058 173695 - - 1,780,722

Non-executive
R W H Stomberg 100,000 - - - - - - 100,000
A J Barber 40000 - - - - —- - 40,000
J P Bolduc 35,000 17 403 - - - - - 52,403
Baroness Cohen 40,000 - - - - - - 40,000
S A Fernss 35000 - - - - - - 35,000
J A Manardo® 20417 10 566 - - - - - 30,983
A H Simon 40 000 — - - - - - 40,000
1,078,702 864,093 334,969 48,314 207,520 - - 2,533,598

' Comprases current cash bonnves payable ro Mr Parey und My Stnih and the retaners payable 1o Mr Boldue and My Manardo
Comprises vested shares re cen edd under the Management Incenine Plan 'Comprises payments in respuct of post e mplevaunt vbligations
“A\ppouicd 26 Aprid 2007 resgned §9 Febraar 2008 2 Stond down 29 May 2007
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The remuncration of the directors who served in the year ended 31 December 2006 was as follows

Salaries Total
and fees as Bonus Deferred Pension Loss emcluments
directors and ather bonus? Benefits contnbutions of office Other 2008
£ £ £ £ £ £ £ £
Executive

M A Curne’ 216 044 - - 22113 37808 91 202 10,000 377 167
K A H Parry 550 000 343,750 - 23058 96,250 - - 1,013 058

Non-executive
R W H Stomberg 90 000 - - - - - - 90,000
A J Barber 35000 - - - - - - 35000
J P Bolduc 30 000 18,971 - - - - - 48,971
Baroness Cohen 35,000 - - - - - - 35000
S A Fernss* 25 000 - - - - - - 25 000
J A Manardo® 10 000 5814 - - - - - 15 614
A H Simon* 277 - - - - - — 27 937
1,018,961 368,335 - 45,171 134,058 91202 10,000 1 667,727

' Comprives current cash bonuses payable to Mr Parny and the 1euner payable 10 Mr Bolduce ard My Mavardo
Comprises vested shares recaved wnder the Management Incennive Plan “Stood down on 13 October 2006
fAppomicd 3 March 2006 Appouted [ Seprember 2006

Iuterest in shares

The bencficial mterests of the dircetors m office at 31 December 2007 w the ordinary ~share capatal of the Company were as
follows

17 March 31 December 31 December
2008 2007 2006
Executive

C H Smith 50 000 50 000 -
K A H Parry 1,509 915 1284915 1087 876

Non-executive
R W H Stomberg 604,970 604,970 600,000
A J Barber 500 000 500 000 208 000
4 P Bolduc 800,000 800,000 800,000
Baroness Cohen 61 800 61,800 61 800
S A Fernss 201,658 201 656 200 000
A H Simon 12 100 12,100 12,100

In additon, at 31 December 2007 Mr Parry 15 deemed to be interested in 4,197 374 shares held by the employee share trust
although there 15 no mtention to grant him any nights over these shares
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directors’

remuneration report

(continued)

The 1nterests of the directors n share options in the Company are set out 1n the table below

At1Jan Granted Exercised Lapsed At 31 Dec Exercise pnce  Date from which Expiry
Drrector 2007 In year in year In year 2007 (in pence) exarcisable date
K A H Parry 1,777,090 - - - 1,777,090 29 85 23 Mar 2003 22 Mar 2010
675,862 - - (675,862} - -
439,331 - - - 439,31 5975 7 Mar 2008 6 Mar 2015
476,180 - -~ 476,190 5775 6 Mar 2009 5 Mar 2016
— 589,744 - - 589,744 4875 12 Mar 2010 11 Mar 2017
3,368,473 589,744 - {675,862) 3,282,355
C H Smuth -~ 276,382 - - 276,382 48 75 26 Apr 2010 25 Apr 2017

All directors’ options are under the 1998 Scheme and no consideration was payable for the grant of the options The options
granied to Mr Parry and exercisable with effect from 23 March 2003 met the related performance conditions for vesting 1n full
All other options held by directors are subject to the relevant TSR performance condition described earlier in this report
Except for Mr Parry and Mr Smuth ne other director held share options at 31 December 2007

The tnterests of Mr Parry in shares pursuant to hus participation in the closed Management Incentive Plan are sct out below

Interest as at Vested Lapsed tnterest as at
Director 1 Jan 2007 In year 0 yaar 31 Dec 2007
K A H Parry 185,027 {185,027 - -

The market price at 31 December 2007 was 34 0 pence and the range during 2007 was 28 235 pence 10 55 5 pence

Approval
This report was approved by the Board of Directors and signed on us behalf by

(&M’H\' .

Andrew Sumon 17 March 2008
Chatrman of the Remuneration Commuitee

50 Management Consulling Group PLC annual report and accounts 2007




iIndependent

auditors’ report

To the members of Management Consulting Group PLC

We have audited the group and parent company financial statements (the "financial statements") of Management Consulting
Group PLC for the year ended 31 December 2007 which compnse the group income statement, the group statement of
recognised income and expense, the group balance sheet, the gronp cash flow statement, the parent company balance sheet,
the parent company cash flow statement and the related notes 1 to 28 These financial statements have been prepared under
the accounting policies set out therein We have also audited the information 1n the Directors' Remuneration Report that 1s

described as having been audited

This report 1s made solely to the company’s members, as a body, 1n 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 Lo slate
1o them 1n an auditors’ report and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the cempany’s members as a body, for our audit work, for this report, or
for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for prepanng the Annual Report, the Durectors' Remuneration Report and the financial
statements 1n accordance with apphcable law and Internattonal Financial Reporting Standards (IFRSs) as adopted by the
European Union are set out in the Statement of Directors' Responsibilities

Qur responsibility 1s to audit the financial statements and the part of the Directors' Remuneration Report to be audited 1n
accordance with relevant legal and regulatory requirements and Intemmational Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and whether the financial
statements and the part of the Directors’ Remuneration Report to be audited have been properly prepared 1n accordance with
the Companies Act 1985 and, as regards the group financial statements, Article 4 of the IAS Regulauon We also report to
you whether in our opimion the information given in the Directors' Report 1s consistent with the financial statements The
mformation given 1n the Directors’ Report includes the specific information m the Financial Review that 1s cross-referenced
from the Business Review section of the Directors® Report

In addinion we report to you 1f, in our opinion, the company has not kept proper accounting records, if we have not recerved
all the information and explanations we require for ocur audit, or 1f information specified by law regarding directors’

remuneration and other transactions 1s not discltosed

We review whether the Corporate Governance Statement reflects the company's compliance with the mine provisions of the
2006 Combined Code specified for our review by the Listing Rules of the Financial Services Authonty, and we report af 1t
does not We are not required to consider whether the board's statements on internal control cover all nisks and controls, or

form an opinion on the effectiveness of the group's corporate governance procedures or 1ts nisk and control procedures

We read the other information contamned in the Annual Report as descnibed in the contents section and consider whether 1t 1s
consistent with the audrted financial statements We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial statements Our responsibihines do not extend to any
further information outside the Annual Report
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independent

auditors’ report w

{continued)

Basis of audit opinion

We conducted our andit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Audiing
Practices Board An audit includes examimation, on a test basis, of evidence relevant to the amounts and disclosures 1n the
financial statements and the part of the Directors' Remuneration Report to be audited It also includes an assessment of the
sigmficant estimates and judgments made by the directors 1n the preparation of the financial statements, and of whether the
accounung peolicies are appropnate to the group's and company's circumstances, consistently applied and adequately
disclosed

We planned and performed our audit so as to oblain all the information and explanations which we considered necessary 1n
order to provide us with sufficient evidence to give reasonable assurance that the financial statements and the part of the
Directors' Remuneration Report to be andited are free from matenal misstatement, whether caused by fraud or other
irregulanty or error In forming our opimon we also evaluated the overall adequacy of the presentation of information 1n the
financial statements and the part of the Directors' Remuneration Report to be audited

Opinion
In our opinion

= the group financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union, of
the state of the group's affairs as at 31 December 2007 and of 1ts profit for the year then ended,

+  the parent company financial statements give a true and fair view, 1n accordance with IFRSs as adopted by the European
Union as applied 1n accordance with the provisions of the Companies Act 1985, of the state of the parent company's
affairs as at 31 December 2007,

* the financial statements and the part of the Directors' Remuneration Report to be audited have been properly prepared 1n
accordance with the Companies Act 1985 and, as regards the group financial statements, Article 4 of the IAS Regulation, and

the information given in the Directors’ Report 1s consistent with the financial statements

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London, UK 17 March 2008
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directors’

responsibility statement

The followmnyg statement which should be read i conjunction with the report of the independent auditors 15 made with a
view to distinguishing for shareholders the respective responsibihities of the Directors and audstors i relation to the fiancial

statements

The directors are responsible tor prepanng the annual report and financial statements The directors are 1cquired o prepare
financial statements for the Group i sccordance with International Financial Reporting Standards {[FRSY and have also elected
to prepare financial statements for the Company m accordance with [FRS Umited Kingdom company law requires the directors
to prepare such financial statements m accordance with IFRS, the Companies At 1985 and Article 4 of the TAS Regulation

The Group Einancial staiements are required to present farly the financial position and pertormance of the Group The
Compantes Act 1983 provides m relatton to such financial statements that references i the refevant part of that Act to
financial statements giving a true and tair view are references to thewr achicving tair presentation The Company financial

statements are requued by law to give a true and fair view of the state of atfairs ot the Company

The directors are 1csponsible for keepmg proper accounting recards which disclose with reasonable accuracy ot any time the
financial position ot the Company They have responsibihity for tahing reasonable steps to satcguard the assets of the Group
and to prevent and detect fraud and other imegulantics

Appropriate accounting policics consistently applicd and supported by reasenable and prudent judgments and estimates have
been used in the preparation of these financial statements and apphicable accounting standards have been tollowed These
policies and standards for which the Directors accept responsibility, have been discussed wath the aunditors

The dnectors having prepared the financial statements, have requested the auditors to audit the financial statements
accordance wath relevant legal and regulatory requurements and International Standards on Audiing (UK and freland) and
have 1equested the auditors to take whatever steps and to undertake whatever inspections they consider appropreate for the
purpose of giving their report

The Management Statement on pages |7 to 20 and the Financial Review on pages 21 to 26 contain certan forward-looking
statements with respect to the financial condition, results of operations and bustnesses of the Group These statements and
forecasts mvolve risk and uncertamty because they relate to events and depend on circumstances that may occur in the future
There are a number ot factons that could cause actual results or developments to ditter matenally from those expressed or
imphicd by these torward-looking statements and forecasts The torward looking statements are based on the directers
current views ang informauon known to them at 17 March 2008 The Directors do not make any undertaking to update or
revise any forward looking statements whether as a1esult of new information, future events or otherwise Nothing i this

rcport should be construed as a profit forecast
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group income statement

for the year ended 31 December 2007

2007 2006
note £'000 £000

Continuing operations
Revenue 3 215,787 146 890
Cost of sales (106,920) (73 415)
Gross profit 108 867 73475
‘Administrative expenses — underlying T T T T (2948 (57'319)]
Profit from operations before nen-recurning expenses and amortisation of acquired sntangibles 25,919 16 156 L
'Admmlstratwe EXPEenses — NoN-Fecurfing (2,480) (1 765)!
;men from operations before amortisaton of acquired intangibles 23439 14 397
Administrative expenses ~ amortsahion of acquired intangibles (1,685) (943)1I
Total administrative expenses (87,093) {60,027)
Profit from operations 3 21,774 13 448
Investment income Ga 1,105 1176
Finance costs 6b (3,224) (1,276)
Profit before tax 4 19,655 13,348
Tax expense 7 (5.474) {4 598)
Profit for the year attributable to equity holders of the parent 13,181 8 750
Earmings per share - pence
From continuing operations
Basic 47 41
Diluted 47 41
Basic — excluding non-recurnng items and amortisation of acquired intangibles 62 54

Management Consulting Group PLE annual report and accounts 2007

55



group statement of recognised income and
expense

for the year ended 31 December 2007

2007 2006
note £'000 EODD
Exchange differences on translahon of foreign operations 20 9 057 {4 804}
Actuanal gains on defined benefit pension fund and medical schemes 17 734 3284
L.oss on avaidable for sale investments (26) -
Tax on items taken directly to equity 167 600
Net incomel(expense) recogmised directly in equity 9,932 {1,020}
Profit for the year 13,181 8,750
Total recognised income and expense for the penod attnbutable
to equity holders of the parent 23,113 7,730
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group balance sheet

as at 31 December 2007

2007 2006

note £'000 £000
Non-current assets
Intangible assets 10 256,107 162,647
Property, plant and equipment 1" 3,572 1,849
Financial assets 12 6,650 -
Deferred income tax assets 15 15,014 3,412
Total non-current assets 281,343 167,908
Current assets
Trade and other receivables 13 74,075 47,327
Cash and ¢ash equivalents 20,895 10,278
Total current assets 94,970 57,605
Total assets 376,313 225513
Current liabilities
Financial labihhes 16 {29,205) (14,792)
Trade and other payables 14 {100,842) (54,101)
Current tax lhabilities 15 {7,670} (5,728)
Total current habilibes (137,717} (74,621)
Neat gurrent habilities (42,747) (17,016)
Non-current habilities
Financiat fiabilities 16 (52,619) (24,255)
Retrement benefit obligation 17 (7.752) (5411)
Non-current tax labilities 15 {11,748) (7.711)
Long-term provistons 18 {7,465) {1,326)
Total non-current liabilities {79,584) (38,703)
Total habihties (217,301) {113,324)
Net assets 159,012 112,189
Equity
Share capital 19 82,225 67,735
Share premium account 20 48,894 38,163
Merger reserve 20 32,513 32513
Shares to be 13sued 20 - 46
Share compensation reserve 20 2,952 1,492
Own shares held by employee share trust 20 {1,296) {1,270)
Translation reserve 20 3,896 (5,161)
Cther reserves 20 7,038 7,064
Retained earnings 21 (17,210) {28,393)
Total equity attributable to equity holders of the parent 22 159,012 112,189

The financial statements were approved by the Board of Directors and authorised for issue on 17 March 2008 They were

signed on 1ts behalf by

C th
Diréefor
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group cash flow statement

for the year ended 31 December 2007

2007 2006
note E'000 £ 000
Net cash inflow/{outilow) from operating activities 23 31,197 (1,954)
Investing activities
Interest received 784 1,013
Acquisitions of subsidianes, net of cash and overdrafts acquired (39,895) (44 932)
Purchases of property plant and equtpment (2,1%1) {1 202)
Purchases of intangible assets {994) {1 363)
Purchase of financial assets (1.152) -
Net cash used i investng actwvities (43.368) (46,484)
Financing activities
Interest paid (3.420) -
Dividends paid 8 (3.561) (1 486)
Proceeds from borrowings 45,069 39,009
Refinancing of acquired borrowings by term debt {2,587) (419)
Repayment of borrowings (12 657) -
Proceeds from issue of shares 13 282
Net cash raised by financing activities 22,857 37,386
Net increase/{decrease) in cash and cash equivalents 10,686 (11052}
Cash and cash equivalents at beginming of year 10278 21555
Effect of foreign exchange rate changes (69) (225)
Cash and cash equivalents at end of year 23 20,895 10,278
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company balance sheet

as at 31 December 2007

2007 2006

note £'000 £000
Non-current assets
Intangible assets 10 1,152 891
Property, plant and equipment 11 1,147 439
Financial assets 12 193,453 154,309
Deferred income tax assets 15 162 162
Total non-current assets 195,914 155,801
Current assets
Trade and cther receivables 13 61,485 73,774
Cash and ¢ash equivalents 23 973 729
Total current assets 62,458 74,503
Total assets 258,372 230,304
Current liabllities
Financial habilities 16 {6,067) (6,000
Trade and cther payables 14 (27,520) (21,018}
Current tax llabilities 15 - {1 000}
Total current habiittes (33,587) {28,018}
Net current assets 28,871 46,485
Net assats 224,785 202,286
Equity
Share capial 19 82,225 67,735
Share premium account 20 48,894 38,163
Merger reserve 20 26,830 26,830
Shares to be 1ssued 20 - 46
Share compensation reserve 20 2,952 1,492
Own shares held by employee share trust - 20 {1,296} (1,270)
Capital redemption reserve 20 1,186 1,186
Retained earnings 21 63,994 68 104
Total equity attributable to equity holdars of the parent 22 224,785 202,286

These financial statements were approved by the Board of Directors and authonsed for 1ssue on 17 March 2008 They werc
signed on us behalf by
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company cash flow statement

for the year ended 31 December 2007

2007 2006
note £ 000 E'000

Net cash inflowf{cutflow) from operating activities 23 17,984 (1019}
Investing activites

Interest recewved 70 1119

Invesiments in subsidiaries (28,315) -

Acquisiion of subsidiaries - {39 327}
Purchases of property plant and equipment {942) (278}
Purchases of intangible assets (655} (1 7100)
Cash advances {o subsidianes - (6 767)
Repayment of advances by subsidianes 12,767 -

Dividends received 3,852 8,265

Net cash used in investing activities {13,223) (38,088)
Financing activities

Interest paid {1,136) -

Dwvidends paid 8 {3,561) {1 486)
Proceeds from borrowings 67 39 009
Proceeds from issue of shares 13 282
Net cash (used by)fraised from financing activities {4,617 37 805

Net increasel{decrease) i cash and cash equivalents 144 (1 302}
Cash and cash equivalents at beginning of year 729 1171

Effect of foreign exchange rate changes 100 860
Cash and cash equivalenis at end of year 23 973 729
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notes to the

financial statements

for the year ended 31 December 2007

1 General information

Management Consulting Group PLC (the Company) 1s a company ncorporaied in the United Kmgdom under the Compames
Act 1985 The address of the registered office is given on page 108 The nawre of the Group s operations and its pnmcipal
activity are set out i note 3 and in the Financial Review on pages 21 10 26

2 Significant accounting policies

The following accounung policies have been applied consistently in the current and preceding year in dealing with items which
are considered materal in relanon to the financial statemients

(a) Basis of preparation

The finanuial statements of the Group have been prepared 1n accordance with international Financial Reporting Standards (IFRS)
The financial statements have also been prepared i accordance with IFRS as adopted by the European Unton (EU) and therefore
comply with Article 4 of the EU Intcrnational Accounting Standards (IAS) regulation

The separate financial statements of the Company are presented as required by the Companies Act 1985 As permutied by that Act,
the Company has clected not to preseat its own meome statement Its separate tfinancial statements bave been prepared m
accordance with [FRS

The financial statements have been prepared on the histonical cost basis except for the revaluaton of certam financial mnstruments
The principal accounting polivies adopted are sci out below The principal accounting policies adopted mn the prieparation of the
parcnt Company s financial statements are the same as those adopted in the consolidated financial statcments except that the parent

Company s mvestments 1n subsidiaries are stared at cost less, where appropnate  provisions for impairment

Standards, amendments and interpretations effective in 2007

The following standard 15 mandatery for the Group s accounting pertod beginning on 1 January 2007 It 1s relevant to the
Group’s operations, but has had no sigmificant nnpact on the Gioup or Company s results and balance sheets

IFRS 7 Financial Instruments Dhsclosures and the complementary Amendiments to TAS 1, Presentation of Financial Statements

— Capital Disclosures IFRS 7 mtroduces new disclosares relating to financial mstruments

The following standards, amendments and interpretations are mandatory for the Group's accounting period beginnimg on

1 January 2007 but are not relevant to the Group s operations

IFRIC 7, Apply the Restatement Approach under TAS 29 Financiat Reporung in Hyperaflationary Economies IFRIC 7
provides guidance on how to apply the regquirements of IAS 29 1n a reporting period i which an entity identifies the existence
of hyperinflation 1n the economy of its functional currency, when the economy was not hyperinflationary n the prior period As
none ot the Group entities have a currency of o hypernflavonary economy as ats tunctional currency TFRIC 7 1% not refevant o

the Group ~ operations

IFRIC 9 Reassessment of Embedded Derivatives IFRIC 9 reguires an entity to assess whether an embedded dervative
15 required 1o be scparated trom the host contract and accounted for as a denvative when the catity first becomes a party to the

contract Subsequent reassessment 1s prohibited unless there v o change in the terims of the contract that sigmificantly modifics
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2 Significant accounting policies (continued)

the cash flows that otherwise woukl be required under the contract, 1n which case reassessment is required  As none of the
4 q

group cnlities has changed the terms of sts contracts TFRIC 915 not refevant to the Group's operations

IFRIC 8 Scopec of IFRS 2 IFRIC 8 requires conmideration of transactions mvolving the 1ssuance of equuty instruments where
the idenufiable conssderanion recerved 1s less than the fan value of the cquity instruments 1ssued, to estabhsh whether or not
they tall within the scope of IFRS2 IFRIC 8 did not have any umipact on the Group s financial statements

IFRIC 10 Intenim Financial Reporting and Impairment IFRIC 10 prohibits the impairment losses recogrised m an mterim
period on goodwill, investnients i equity instruments and mvestments in financial assets carned at cost to be reversed at a

subsequent balance sheet date [FRIC 10 did not have any impact on the Group s financial statcments

Standards and Interpretations to easting standards that are not vet effective and have not been early adopted by the Group

The following interpretations to existing standards have been published and, unless otherwise stated are mandatory for the
Group’'s future accounting peniods The Group has not early adopted these interpretations

IFRIC 14, 1AS 19 The lumit on a debined benefit asset muimimum funding requirements and ther interaction. which s
applicable tor the accounting peniod beginming 1 January 2008, clarifies that an employer only needs to have an unconditional
right to use a surplus in a retirement benefit plan duning the fe of the plan or on its winding up 1o order for that surplus o be
recognised This 1s not expected to have a significant impact on the Group

IFRS 8 Operating Segments, which 1~ applicable for the accounting pentod begmming 1 January 2009, requures an entity to
report financial and descniptive information about reportable segments which are defined as those components of the entity
which are oy aluated regularly by the chief operatng decision maker in deciding how w allocate resources and 10 assessing

performance This s not eapected to have a sigmficant impact on the Group
Interpretanions to existing standards that are not yet effective and not relevant for the Group’s operations
The following ierpretations to earsting standards have been published and are mandatory tor the Group™s accounting peniods

beginming on 1 January 2008 but are not redevant for the Group s operations

[FRIC 11, IFRS 2 — Group and Treasury Share Transactions requires a shared based payment arrangement i which an enuty
recerves goods or services as consideration for its own shates to be accounted for as an equnty wettled share-based payment

transaction

IFRIC 12 Service Concession Arrangements addresses how service concession operators should apply existing IFRSs to
account for the obligations they undertake and rights they 1eceive m service CONCESSION ATANZEIMCATS

IFRIC 13, Customer Loyalty Programmes addresses how companies, that grant their customers Ioyalty award creduts, should
account tor therr obligaton o provide free or discounted goods or services 1f and when the customers redeem the award
credits

These interpretations are not tapected to have any impact on the Group  hinancial statements
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2 Significant accounting polictes (continued)

Critical accounning policies and key sources of estumation uncertatnty

The discussion and analysis of the Group®s financial position and results are based on the consohdated financial statements

which have been preparcd in accordance with IFRS The preparation ot the financial statements requires the development of

estimates and Judgments that affect the reported amount of assets and hubilites  revesues and costs and related disclosure of

contingent assets and habihties at the date of the financial statements  Actual resalts may iffer from these estimates under

different assumptions or conditions

Criucal accounting policies are defined as those that are reflechive of sigmficant judgements and uncertantics and potentiafly

result in materially different results under different assumptions and conditions It s beheved that the Group s critical
accounting policies are hmited 10 those deseribed below The Group’s management has discussed the development of the

estimates and disclosures related to each of these matters with the Audit and Rish Commuttee
Revenue

Revenue 1s measured at the tair value of the consideration received or receivable and represents amounts reccivable for
services provided to third parties 1m the normal course of business net of discounts, VAT and other ~ales related taxes
Revenue from services 1s recognised when services have been provided and the right to consideration has been carned If
services have been provided to third parties but no bilhng has been made estimates are made of the amounts recervable
These estimates are based on the nature of the services supphied and contract terms  Any significant under-estimation or over-

estimation of amounts recenvable could have a matersal effect on the Group s financial positon and results of operations

Goodwill and ofher mtangible fixed assets

Under IFRS goudwill 15 capitalised and tested for impairment annually and when events or changes in circumstances

indicate the carrymg value may not be recoverable Intangible assets wath finite hives are capitalised and amortised over therr

usetul economic lives Changes in assumptions used in the Group's imparment reviews or estmated usetul economie hives

could have a matenial cifect on the presentation ot the Group® financial position and results of operations

Employee benefits

Accounung for pensions and other post-retirement benefits mvolves judgments about uncertam events ncluding but not
himuted ta, discount rates hfe expectancy, future pay inflation, expected rate ot return on plan assets and expected health
carc trend rates Detcnmunation of the projected benefit obligations for the Group « defined benefit pension scheme and post-
retirement plans are important to the recorded amount of the benefit expense m the income statement and the net habidhity
recorded 1n the balance sheet Actuanal valuations are canied out annually These deterrine the expense recorded n the
income statement the net kability recogrised in the balance sheet and atems to be recorded m the consohidated statement of
recognised income and expense  Detals of the assumptions used are included in note 17 to the financial statements
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2 Significant accounting policies (continued)

Income taxes

The Group 1s subject 10 Income taxes i numerous Jurisdictions  Judgment 1s required in determining the world-wide
proviston tor income taxes There are transactions and caleulations tor which the uliimate tax deternunatton is uncertam
during the ordinary course ot business Whete the final tax outcome of these matters 15 ditterent from the amounts that were
imhally recoided such ditterences will smpact the mcome tax and deterred 1ax lisbilines and assets m the penod in which

such determunation 15 made

{(b) Basis of consolhdation
(1) Subsidianes

The consolidated financidl statements incorporate the financial statcments of the Company and cntities controlled by the
Company (its subsidiaries) Control « achicved where the Company has the power to govern the financial and operating
policies of an investee entaty <o as 10 obiain benefits trom ats achivities Thes generally accompanies a sharcholding of more
than une half of the voting nghts The existence and effect of potential votng nights that are Lurently exercisable or convertible
are considercd when assessing whether the Group controls another entity The resulis of subsidianies acquired or disposed of
dunng the period are included 1n the Group mcome statement trom or to the effective date of acquisttion or disposal,
1espectively Whete necessary adjustments are made to the financial staterments of subsidiaties to bring the accounting policics
into ling with those used by the Group

Intra-group transactions balances and unreatised gams on transachions between Group compantes are eliminated on

consohdation

Minonty mterests th the net assets of consolidated subsidiaries are idenufied separately trom the Group's equity therain
Minonty intcrests consist of the amount of those interests i the date ot the onganal business combimation and the nunornity
share ot changes in equity since the date of the combinatton Losses applicable to the nunority in excess of the mmority s
mterest in the subswdiary™s equity are atocated aganst the mterests ot the Group except to the cxtent that the nunonty has a

binding obligation and i able to make an additional investment to cover the losses
(1) Jownt ventures

The Group  interests in jomntly controlled entities arc accounted for by proportionate consohdanion The Group combines its
share of the jomt venture s indivedual income and expenses, assets and habihties and cash flows on a line-by-line basis with
simular items in the Group s financial statements Where the Group transacts with 1ts jomnily controlled entities, unrealised
profits and lovses are eliminated to the extent of the Group’ nterest 1n the jomt venture

The interest of minority sharcholders in the acquiree 15 rmitially the minonity s proportion ot the net recognised tair value of
the assets habilities and contingent labiities
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2 Sigmficant accounting pohicies (continued)

(¢} Business combmations

The acquisition of subsidianes 1 accounted for using the purchase method The cost of the acquisition 15 the aggregate of the fair
values at the date of exchange ot assets given frabahitics meugred or assumed, and equity instruments 1ssued by the Group im
cxchange for control of the acguiree, plus any costs directly attributable to the business combmation The acquiree’s wdentifiable
assets, hubnhues and contingent habilities are recognised at their fair value at the acquisitton date except for non-current assets {or

disposal groups) that are classitied as held tar resale which are recognised and measumed at fair value less costs to sell

(d) Goodwill

Goodwill arsing on the acquisiton of a subsidiary or a jointly controlled entity represents the excess of the cost of acquisition
over the Group®s mterest n the net tair value of the recognised identifiable assets labilities and contngent habihties of the
subsidiary or gjomdy controlled entity 1, after reassessment, the Group's interest in the net tair value of the acquiree’s
identifiable assets habihities and contingent labtlities exceeds the cost of the business combination the excess 15 recognised
immcdiatedy in the income statement Goodwll s tested annually for nmpairment or when there v indication of impairment
and carricd at cost less accumulated impairment 1oss An imparmment loss recognised for goodwill 1s not reversed 1n a

subsequent perod

Goodwill arising on acquisitions betore | January 2004 the date of transition to IFRS, has been retained 4t the previous UK
GAAP amount subject to being tested for impaurment at that date Goodwill written oft to equity prior 1o 1998 has not been
reinstated and 15 not included i determuning any subsequent profit or loss and disposal

(e) Intangible assets

Acquired ntangible assets (e g customer relationships trademarks, licences) are capitabised and amortised over their useful
ceonomic lives  Purchascd computer sottware heences are capitalised as mtangable assets on the basis of the costs incurred 1o
acquire and bring ito use the speaific software These costs are amortised over their estimated useful hves which do not
exceed three years Costs associated with develaping software are capitalised as mtangible assets when they are scparable or
arse from contractual or other legal nghts Costs associated with mamtaming computer software progians are recognised as

dn CXPEnse ds incurred

() Property, plant and equipment

Property plant and equipment 15 stated at cost less accumulated depreciation and any accumulated impaiwrment losses
Depreciation s charged so as to wnte off the cost or valuation of assets less estnmated residual value by equal annual

instalments over their estimated useful hves of between three and seven years
(g} Leasehold improvements

Leaschold improvements are depreciated using the straight-hne method over the shorter ot thewr estumated useful hves or the

term of 1he related lease

(h) Impairment of tangible and intangible assets

Assets that have an indefinite useful Iife are not subject to amortisation and are tested annually for impairment and whenever
events or changes in circumstance mdicate that the carying amount may not be recoverable Assets that are subject w0
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2 Significant accountung policies (continued)

amortisation are tested tor imparrment whenever events or changes 1n circumstance indicate that the carrying amount may not be
recoverable An imparrment loss 1s recogmised for the amount by which the asset s carrying amount exceeds 1ts recoverable
amount The recoverable amount 1s the higher of an asset’s fair value less costs to sell and value in use For the purposes of

asSessIng imparrment, assets are grouped by cash-generating units

For goodwill each ot those cash generatmg units represents the Group s investment m each geographic region of operation by

cach consultancy
(1) Dwvidend distribution

Duvidends w holders of conmmon shares are recognised as a liability n the Group's and Company's financial statements i the

period w which the entuy has an oblgaton to pay
() Cash and cash equuvalents

Cash and cash equivalents comprise cash at bank and 1n hand and short term deposits with an oniginal matunty of three months

or less

(k) Borrowngs

Borrowings are recognised initially at fair value, net of tiansaction costs incurred Borrowings are subsequently stated at
amortised cost, any difference between the proceeds (net of transaction costs) and the redempuon value 1s recognised 1n the
income statement over the penod of the borrowngs using the ettective interest method

Borrowings are classifted as current liabilities unless the Group has an uncondittional rnght to defer scitiement ot the hability for
at least 12 months after the balance sheet date

() Taxration

The tax expense represents the sum of the tax currently pavable and deterred tax The tax currently payable 15 based on taxdble
profit tor the year Taxable profit differs from net profit as reported in the income statement because 1t excludes stems of mcome
and expense that are taxable or deductible in other years or are never taxable or deductible The Group®s hability for current tax

15 calowlated using tax rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax 15 recognised on Jifferences between the carrying amounts of assets and hiabifities i the financial statements and
the corresponding tax bases used m the computation of taxable profit and 15 accounted for using the balance sheet habihity
method Deferred tax habilities are generally recogmsed tor all taxable temporary differences Deferred tax assets are generally
recognised for all deductible temporary difterences to the extent that 1t 15 probable that taxable profits will be avarlable against
which such ditterences can be utthsed

The carrying amount of deterred tax assets 18 reviewed at each balance sheet date and reduced to the extent that 1t 1s no longer
probable that sufficient taxable profits will be available to allow all or part ot the assel to be recovered m the foreseeable future

Defened tax is caleulated at the tax rates which are expected to apply in the period when the labihty v settled or the asset
realised Deferred tax i~ charged or credited to the income statement, except when it relates to stems charged or cicdued direetly
10 reserves, m which case the deferred tax 15 alvo dealt with 1 reserves
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2 Significant accounting policies (continued)

Deterred tax assets and labihties are offset when there s a legally entorccable nght w st ot curtent tax assets agamst current
tax habihities and when they relate to mcome taxes levied by the same taxation authority and the Group mntends to scttle ats

current tax asscts and habilities on a net basis

(m) Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result ot past events and 1t 15
probable that an outflow of resources wall be required to scttle that obhganon and the umount has been reliably ctimated
Provisions are measurcd at the directors best cstimate of the cxpenditure required to settle the obligauan at the balance sheet

date and arc discounted to present value where the eftect s material

(n) Own shares

The Company shaies owned by the employee share trust established i respect of certain share based awards are presented as a
reduction of equity

(0) Investment secturifies

Investment sewunties consist of vestiments tn corporate and government sccunties Investments are reported af far value and
classified as non-current assets The Group™s mvestments are classified as available for sale financial assets Subsequent o
imtial recogmuon they are measured at far value and changes therein, other than impamment losses and foreign exchange
g2ains and losses on avatlable for sale monetary items, are recognised dircetly in cquity When an investment s derecognised

the curnulative gain or loss o equity 15 transferred to profit or loss

(p) Interest income

Interest income 1s recognised on a time-proportion basis using the effective mterest method When a recervable 1s imparred, the

Group reduces the carrying amount 1o 1ts recoverable amount

{q) Dvidend meome

Dividend mcome 1s recognised when the right to receive payment s established
{r} Operating leases

Rentals payable under operating leases are charged to the income statement on a straight-line basis over the term of the
relevant lease Benefits reeerved and recevable as an incentive to enter into an operating lease are also spread on a straight-line

basis over the lease term
{s) Retirement bencfit costs

For defined contmbution pension schemes the amount charged to the income statement represents the contributions pavable in
the pernod Ditfirences between contributions payable 1n the pertod and contnbutions actually paid are shown as either accruals

or prepayments tn the halance sheet

For the defined benefit schemes, the amounts charged to the income statement are the current service costs and gains and losses
on settlements and curtailments Past service costs are recognised immediately in the income statement if the benefits have
vested If the benefits have not vested immediately the costs are recognised over the penod until vesting occurs The interest

costs and the expected return on assets are shown as a net costin finance costs or net Income within investment meeme
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2 Significant accounting policies (continued)

Actuarial gains and losses are recognised unmediately in the statement ot recognised mcome and expense The US defined
benefit pension scheme 1s funded  with the assets ot the scheme held separately from those ot the Group m scparalc trustee
administered tunds Pension scheme assets are measured at fair value Liabihities i relatton to the defined benefit schemes
are measurcd on an actuanal basis using the projected umt method énd discounted at a rate equivalent to the current rate of
rcturn on & high quality corporate bond of equivalent currency and term to the scheme Liabihities Actuarial valuations are
obtained at each balance sheet date The resulting defined benefit asset or habihity 15 presented on the face of the balance
sheet

(¢) Share-based payments

Share options are awarded to selected employees on a discrettonary basis Awards are measured at their far value (which s
measured using the stochastic pricing model at the date of grant) and are recogmised as an employee benefits expense on a
straight fine basiy over the vestung period based on the Group’s estimate of shares that will eventally vest and adjusted tor
the effect of non-market baved vestmg conditions with a corresponding increase m the share compensation reserve The
expected bte used m the valuation model has been adjusted, based on management s best estimate, for the effects of non-
transferability exercise restnctions and behavioural considerations The proceeds reeeved net of any directly attnbutable
transaction costs are credited to share capitad (in respect of the nominal value} and share premium (i 1espect of the balance)
when the options are excrersed Where options do not vest, a transter 15 made from the share componsation reserve to

1ctaimed earniags

(1) Foreign currencies

The mdividual tinancial statements ot each Group entity are drawn up 1n the currency of the primary econonmic environment
m which the entity operates (its functional currency) For the purpose of the consohdated financial statements, the results
and fisancial position of each entity are expressed m pounds Sterlimg which i~ the Company ~ functional and presentation
currency In preparmg the financial statements, transactions in currencies other than pounds Sterling are recorded at the
rates of exchange prevailing on the dates of the transactions At each balance sheet date monetary items denomunated in
toreign Lurrencies are retranslated at the rates prevathng on the balance sheet date Non-monetary items camed at fair value
that are denominated m foreign currencies are translated at the rates prevaihng at the date when the fair value was

deternuned Non-monctary items that are measured 1n terms ot historical cost i 4 foreign company are not retranslated

Exchange differences arsing on the settlement and retranslation of monctary ttems are i tuded in the income statement for
the penod Exchange differences ansing on the retranslation of ron-monetary items carried at fair value are meluded in the
mcome statement for the penod eacept for difterences arsing on the retranslanon of non monetary items in respect of
which gams and tosses are recognised directly i equity For such non-monetary items any exchange component of that

gamn or loss 15 also recognised directly m equity

For the purposes of presenting consohidated financial statements, the assets and habihities of the Group « toreign opeiations
(including comparatives) dare expressed i pounds sterling using exchange rates prevaihing at the balance sheet date Income
and eapense tlems (including comparatives) are translated at the average exchange rate tor the period unless exchange rates

fluctuated significantly during that perniod i which case the exchange rates at the dates of the transactions are used

Exchange differences ansing of any are classified as equity and transterred to the Group ~ transkation reserve Such
translation ditterences are recognised in the income statement i the peniod in which the foreign eperation 1s disposed ot
Goodwill and tair value adjustiments arising on the acquisition ot a foreign entity arce treated as assets and habilities of the
foreign entity and translated at the closing rate
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3 Business and geographic segments

The Group has one business reporting segment management consultancy, consisting ot six consubtancies Ineum Consultng,
Kurt Salmon Associates Parson Consulung, Proudfeot Consuiting Salzer Consulting and Viaduct Consulung

Prunary reporting format — geographic segments

The Group operates m three geographic arcas - the Amenicas, Europe and the Rest ot the World The Group 1cports segment

information on the basis of geographic area as tollows

(a) Income statement

Year ended 31 December 2007

Rest of
Americas Europe World Group
£'000 £'000 £'000 £'000
Revenue
External sales 62,442 139,904 13,441 215,787
Profit from operations before acquisition integration costs, deprectation
and amortisation of acquired intangibles 8,948 18,7110 126 27,784
Amortisabon of acquired intangibles {441) 1,2249) - {1.665)
Deprectation and other amortisation 447 {1,332) (86) {1,865)
Profit from operations before non-recurnng items 8,060 16,154 40 24,254
Acquisiion integration costs (799) (1,681) - {2,480)
Profit from operations 1.261 14,4713 40 21,7714
Finance cost (net) {2,119)
Profit before tax 19,655
Income tax expense (6,474)
Profit for the year 13,181
Year ended 31 December 2006
Rest of
Americas Europe World Group
£ 000 £'000 £000 £ 000
Revenue
External sales 53 981 70 257 12 658 146 890
Profit/{loss) from operations before release of ndemnity provision acquisitton
Infegration costs depreciation and amortisation of acquired intangibles 10,708 7.656 (361) 18 003
Amartisation of acquired intangiles - {943} - {943)
Deprecration and other amortisation (860) {926) (61) (1847)
Profit/{loss) from operations before non-recurnng nems 9848 5787 (422} 15,213
Acquisiion Integration costs - {2 100} - {2 100)
Release of indemnity provision - - 335 335
Prefit{loss) from operations 3 848 3,687 en 13 448
Finance cost {net) (100}
Profit before tax 13 348
Incomne tax expense (4 598}
Profit for the year 8 750
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3 Business and geographic segments (continued)

(b} Net asseis

at 31 December 2007

Rest of
Americas Europe Warld Group

£'000 £°000 £°000 £000
Assets
Intangibles, including goodwill 148,927 106,507 673 256,107
Other segmen! assets 40,432 55,148 1,840 97,420

189,359 161,655 2,513 353,627
Unaliocated corporate assets 22,788
Consolhdated total assets 376,313
Liabilties
Segment lizbilities (55,282) (56,508) (3.428) (115,218)
Unallocated corparate liabihhies (102,083)
Consohdated total hiabilities {217,301)
Net assets 159,012
at 31 December 2006
Rest of
Amencas Europe World Group

£ 000 E 000 £000 £ 000
Assets
Intangibles, inctuding goodwill 27112 134 842 693 162,647
Other segment assets 3,374 42 089 1085 46 548

30486 176,931 1778 208,195
Unallocated corporate assets 16 318
Consolidated total assets 225513
Liabilities
Segment liabilities (12422) (46,099} (2275} (60 796}
Unallocated corporate habdties (52 528)
Consohdated total labilsties (113 324)
Net assets 112 189
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3 Business and geographic segments (continued)

(1) Capual addiions, deprecration and amortisalion

year ended 31 December 2007

Rest of
Americas Europe Waorld Group
£'000 £'000 £'000 £'000
Acquisihons 11,769 3,728 - 15,497
Capital additions 1,158 1,354 420 2932
Unallocated corporate additions - - - 1.325
Total capital additions 12,927 5,082 420 19,754
Depreciation and amortisation 889 2,556 86 3,530
year ended 31 December 2006
Rest of
Amercas Europe World Group
£000 £000 £000 £000
Acquisitions - 10,536 - 10.536
Capital additions 323 709 G4 1166
Unallocated corporale additions. - - - 1,399
Total capital addibons 393 11,245 64 13,101
Depraciation and amortisation 860 1 869 g1 2780
4 Profit before tax
Profit betore tax has been amved at after (crediting)/charging the tollowing
2007 2006
£'000 £ 000
Foreign exchange {gains)losses (196) 317
Amortisation of intangible assets 2,271 1790
Deprectation of property plant and equipment 1,259 1,900
Loss on disposal of fixed assets 7 78
Non-recurning antegration costs 2,480 2,100
Staff costs (note 5) 123,832 80,723
Release of indemnity provision - {335)
Auditors remuneration for audit services 420 375
A more detailed analysis of auditors' remuneration on a worldwide basis 1s provided below
Auditors’ remuneration 2007 2007 2006 2006
£'000 % £ 000 %
Fees payable to the Company s auditors for the audit of the Company s annual accounts 40 4 32 4
Fees payable to the Company s auditors and their associates for other services to the Group
— audi{ of the Company's subsidaries pursuant to legisiation 380 34 343 40
Totat audit fees 420 38 375 44
Other services pursuant te legislation - - - -
Tax services n 27 205 24
Other assurance services 401 35 281 32
Total non-audit fees 712 62 486 56
Tota) auditors’ remuneration 1,132 100 861 100
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4 Profit before tax {continued)

Fees for other assurance services comprise £401 000 relating to acquisitions (2006 £276 (00) and £m for reporting on
compliance with bank covenants (2006 £5 (X00) Fees for services releting to acguisiions totaHimg £435 000 have been
capitalised as part of the cost of mvestment in CBH Consulting and Kurt Salmon Assoctates (2006 £276,0000 m respect of

Inzum Consetl et Assouids SA and The Salser Group Asia Pacific Ple Limited) A deseniption of the work of the Audit and Risk

Committee 15 set out in the Report of the Audit and Risk Committee on page 42 and includes an explanation ot how auditer

objectiv ity and independence s safeguarded when non-audit services are provided by the audiors

5 Staff numbers and costs

The average number of persons employed by the Group (including executrve duectors) during the year, analysed by category

wds as follows

2007 2006

Sales and marketing 360 248
Consultants 1,066 555
Support staff 272 167
1,698 970

The number ot Group employces at the year end was 2,176 (2006 1 448) The increase s largely atributable o the acquisition

ot Kurt Salmon Associates

The aggregate payroll costs of these persons were as follows

2007 2006

£'000 £ 000

Wages and salanes 97,191 67 571
Social secunty costs 24,843 11934
Qther pension costs 1,798 1218
123,832 80,723

A charge of £42 000 (2006 £5.000} 1» meluded in the operating results i respect ot the current cost ot the retnement benefit
abhligations (see note 17) Wages and salanies meludes £779 000 (2006 £804 000) relating to charges in respect of share options

The average number of Company employees for the year was 64 (2006 52) The payroll costs of the Company are £5 395 000

(2006 £3 074 000) for wages and salaries £763,000 (2006 £492 000) for social security costs and £186 0600 (2006 £169 000)

for pension costs

6a Investment income

2007 2006
£'000 £000
Interest receivable on bank deposits and similar income 784 1013
Net finance income on retrement benefits plans (see note 17) 321 163
1105 1176

6b Finance costs
2007 2006
£'000 £000
Interest payable on bank overdrafts and loans and simifar charges @7 {1278}
Finance costs on retirement benefil plans (53) -
(3.224) {1276)
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7 Tax expense

2007 2006

£'000 £000
Tax I1n respect of current year
UK corporation tax 20 326
Foreign tax 5223 5 540
'Deferrea }ax - acquired intangible assets T TISSS - (—3_76—)-—:
Deferred tax - temporary differences and other {718) a7 ,
IDesferred lax — tax losses 1,561 {2,347}
Daferred tax — US goodwill 875 813
Total deferred tax 1,563 {1,753)
Total current year 1ax 6,806 4113
Prior year taxation (332) 485

6,474 4,598

The deferred tax charge for US goodwill arsses from tax deductions in the US for goodwill which « not amortised in the

mcome statement A deferred tax hability 15 required to be held for this ttem in accordance with accountmg standards UK

corporation tax s calculated at 30% (2006 30%) ot the cstimated assessable profit for the yoar Taxation for other
Junisdictions is calculated at the rates prevarling in the respective junsdictions

The charge for the year can be reconaled 1o the profit per the income statement as follows

2007 2006
£'000 £ 000
Profit before tax 19,655 13 348
Tax at the average tax rate applicable across the group of 34% {2006 35%) 6,683 4672
Net tax effect of unreleved losses (1,759) (1279
Net lax effect of permanent differences and other 1,882 720
Relaling to prior years {332) 485
Tax expense for the year 6,474 4 598
Effective tax rate for the vear 33% 34%
8 Dividends
2007 2006
£000 £ 000
Amounts recogmsed as distributions to equity holders in the year
Final dividend for the year ended 31 December 2006 of 1 0 p (2005 final dwidend 0 8p) per share 2,667 1486
intenm dividend for the year ended 31 December 2007 of 0 33p {2006 nil) per shara 894 -
3,561 1486

Dividends are not payable on shares held in the employee share trust which has waived 1ts enttlement to dividends The

amount of the dividend warved i 2007 (in respect of the final dividend for the year ended 31 December 2006 and the intenm

dividend for the year ended 31 December 2007} was £56 000 (2006 £34 000}

The mtermm dividend was pard on 22 October 2007 The directors reconnnend the payment of a final dividend in respect of

2007 of 0 82 pence per share be paid on 14 May 2008 to osdmary sharcholders on the register on 18 Apnl 2008 The proposed

final dividend 1 subject to approval by sharcholders at the Annual General Meeting and has not been mcluded as a hability n

these finanaial statements
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9 Earnings per share

The caleulation of the basic and diluted earnings per share 15 based on the following data

2007 2006
£°000 £000
Earmings
Earrings for the purposes of basic eamings per share and diluted earnings per share being net profit
attnbutable to equity holders of the parent 13,181 8 750
MNon-recurring items 2,480 1,765
Amorhisation of accuired intangibles 1,665 943
Earnings for the purpose of basic earnings per share excluding non-recurnng items
and amortisation of acquired intangibles 17,326 11,458
Number of shares Number Number
{milhan} (miiton)
Weighted average number of ordinary shares for the purposes of basic eamings per share,
and basic excluding non-recurnng items and amortisation of acquired intangibles 2815 2125
Eifect of dilutive potential ordinary shares
— Share ophions 07 13
- Long term incentive plan - 02
Weighted average number of ardinary shares for the purposes of diluted earmings
per share 2822 2140
Pence Pence
Basic earnings per share 47 41
Diluted earnings per share 47 41
Basic — excluding non-recurnng items and amortsation of acquired intangibles 62 54

The average share price for the year ended 31 December 2007 was 43 2 pence (2006 54 3 penee)
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10 Intangible assets

Group
Brand and
customer Customer Other Total
Goodwill relatonships orders intangtbles  intangibles
Cost £'000 £'000 £ 000 £'000 £°000
Al 1 January 2007 as reported 152,797 8431 541 4 850 166,619
Adjustments to (neum far values 238 - - (137) 101
Al 1 January 2007 - restated 153 035 8,431 541 4,713 166 720
Additons - - - 994 994
Acquisitions (Note 29} 72,556 8 245 215 356 81372
Exchange differences 13 007 636 - 153 13.796
At 31 December 2007 238,598 17,312 756 6,216 262,882
Amortisation
At 1 January 2007 - 402 541 3130 4,073
Charge for the year - 1,450 215 606 2,271
Exchange differences - - - 431 431
At 31 December 2007 - 1,852 156 4,167 6,775
Carrying amount
Al 31 December 2007 238,598 15,460 - 2,049 256,107
At 31 December 2006 153,035 8,029 - 1,583 162 647
Company
Software Costs
Cost £'000
At 1 January 2007 1,304
Additions 655
At 31 December 2007 1959
Amortisation
At 1 January 2007 113
Charge for the year 394
At 31 December 2007 807
Carrying amount
At 31 December 2007 1,152
At 31 December 2006 891

Group mtangible assets consist of goodwill, acquired customer related mtangibles such a« order books and customer
relaiionships and software costs Intangible assets relating 10 customer orders acquired during the yedr have been fully
amortised by 31 December 2007 1n hine with the penod over which the Group derived benefit from those assets Intangible
assets relating to brand and customer relationships are amoertised on a straght line basis between four and ten years The
amortisation periods reflect the penods during which the Group expects to derive benehit from these assets Capitalised
software costs are amortised on a straight {me basts over three years or the life of the software contract if shorter Al other
intangible asscts are amorused fiom three years to a maximom of fitteen years depending on useful economic life
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10 Intangible assets (continued)

Analysis of goodwill

Goodwill acquired in a business combination 1s allocated to the cash-generating umts (CGU) that are expected to benefit
from that business combination  The carrying amount of goodwill has been allocated as follows

Group
2007 2006
Cost £000 £ 000
C8H Consulting 5,348 -
Ineum Consulting 73,882 67,319
Kurt Salmon Associates 68 630 -
Parson Consulting 49,963 48,385
Proudioot Consulting Europe 40,102 36 638
Salzer Consulting 673 693
238,598 153 035

The Group tests goodwill annually for nmpairment or more frequently 1t there are indications that goodwill might be impaired

The recoverable amounts of the CGU are deternuned trom value in use calculations The key assumptions for the value in
use calculations are those regarding the discount rates growth rates and expected changes to contnbution duning the period
Management estintates diseount rates using pre-tax rates that reflect curient market assessments of the ime value ot moncy
and the risks specific to the CGU

The Group prepares cash flow forecasts based on the most recent financial budgets and forccasts approved by munagement
The cash flows arc extrepolated based on long-term industry wide revenue growth assumptions ot 5% and contribution rates
which are conssstent with past expenience and industry norms The rate used 10 disconnt the forecast cash flows tor cach
CGU w 8 9% (20006 8%)
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11 Property, plant and equipment
Group Company

Fixtures, fittings and equipment £000 £'000
Cost

At 1 January 2007 as reported 3.831 775
Adjustment 10 Ineum farr values _(aa5) -
At 1 January 2007 - restated 3386 715
Acquisitions 914 -
Additions 2,111 942
Exchange differences (467) -
Eliminated on disposal (54) (183)
At 31 December 2007 5,890 1,534

Accumulated depreciation

At t January 2007 1.537 336
Charge for the year 1,259 234
Exchange differences {431 -
Elminated on disposal 47 (183)
At 31 December 2007 2,118 387

Carrying amount -
At 31 December 2007 3,672 1,147

At 31 December 2006~ 1,849 439

12 Financial assets

Group
Cost £'000
At 1 January 2007 -
Acquisition 5,767
Additions 1,152
Exchange differences (243)
Revaluation (26)
At 31 December 2007 6,650

No provisions against the carrying value ot finaneial assets were held The financial assets were designated as avalable for sale

The above tarr values are based on the reports received at the balance sheet date trom independent investrment advisers
Dividends are recorded when the right to recerve payment 1s established

The above values represent the principal amounts on wiich dividends are received The umung of dividend recespts varies but

generally they are reccived every sixv months or annually Dividend income 15 recorded in the income statement

Financial assets primanly comprise tnvestments in corporate and government secunities: The main nisk assocated with these
investiments 1s the nisk of changes m market value [nvestment performance 1 regularly monttored and where appropnate,
professional advice 1s obtained
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12 Financial assets (continued)

Company

Shares Loans Total
jnvestment in Group comparies £'000 £'000 £000
At 1 January 2007 141,414 12885 154 309
Additions 54 795 - 54,795
Increase in provisions (2,884) - (2 6B4)
Repayment of loan - (12,767} (12 767}
At 31 December 2007 193,325 128 193,453

Shares are stated net of provisions of £9 540 000 (2006 £6 636 .000) against imparment in value Additions in the year reflect

the augquisitions of CBH Consulung and Kurt Salmon Associates and increased investments i termediate holding companies

Details of the Company s principal subsidiary undertakings are set out i note 27

13 Trade and other receivables

Group Company

2007 2006 2007 2006

£'000 £ 000 £'000 £°000

Trade recevables — gross 51,129 32,075 - -
Provisions as reported (5.194) (3676) - -
Adjustment to Ineum far values - 527 -~ -
Provisions - restated {5.194) (3,149) - -
Trade recewvables — net 45,935 28 926 - -
Amounts owed by Group undertakings - - 59770 73,336
Other recervables 6,366 3015 380 117
Taxation recoverable 2,107 373 - -
Prepayments and accrued income 19,667 15013 1,335 321
74,075 47,327 61,485 73774

Debtor days at the year end were 48 days (2006 44 days) No mterest was charged on recavables The provision agamst
doubtiul recervables amounts o £5 194 000 (2006 £3 676.000) The directors consider that the carmying v alue of trade and

other recervablus approammates to their fair value

14 Trade and other payables

Group Company

2007 2006 2007 2006

£'000 £000 £'000 £000

Trade payables as reported 8,976 11470 2,063 104
Adjustment to ineum far values - (2) - -
Trade payables - restated 9,976 17 468 2,063 104
Amounts owed by Group undertakings - - 19,640 17,615
Other taxes and social securiy 19,582 10535 70 34
Qther payables 328 215 [ 6
Deferred income 6,461 5958 - -
Accruals 64,495 25,925 5,741 3,258
100,842 54,101 27,520 21018

Trade and other payables principally comprise amounts outstanding for trade purchases and ongoing costs The average credit

penod taken tor trade purchases 15 28 days (2006 20 days) The directurs consider that the carryimg amount of trade payables

approximates to thoir fair value
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15 Tax assets and liabilities

Group Company
2007 2006 2007 2006
£'000 £ 000 £ 000 £ 000
Currem tax

Current tax receivable {note 13) 2,107 373 - -
Current tax kabilihes {7,.670) {5 728} - (1 000)

Non-current tax
Deferred tax asset 15014 Iz 182 162
Tax habilites (2,411) {1 859) - -
Deferred tax habiibes (9,337) {5 852) - —

The tollowing are the major deferred tax assets andd Tatilities recognised by the Group and movements thereon duning the current

year
Group
Share
options Pension Tax losses Other Total
Deferred tax assets £'000 £'000 £'000 £000 £'000
At 1 January 2007 as reported 128 - 2,348 1121 3 597
Adjustment to Ineum fair values - - - (185) (185)
At 1 January 2007 - restated 128 B 2,348 936 3412
Acquisiion of subsidanes - B33 - 11 888 12,721
Credit{{charge) to income - 203 {1,563) 241 (1,119}
At 31 December 2007 128 1,036 785 13 065 15,014
Profits
Arising on Arnising on taxable
acguisitions  acquisitions n future
-intangibles —other years Other Total
Deferred tax Liabiities £'000 £°000 £'000 £'000 £000
At 1 January 2007 2,686 253 550 a5 5,852
Acguisihon of subsidianes 2802 383 - - 3185
Foreign exchange - - - (144) (144)
Charge to income - - 70 880 950
Credit lo \ncome (156) — {350) — {506)
At 31 December 2007 5332 2,914 210 821 9,337

Additionally the Group has potential unrealised deterred tas assets at the year end ot approimately £22 million (2006 £24
amiilion) n respect of tax losses The tax losses are partly not yet agreed with tax authorities and/or 1nay be ~ubjcet to
adjustment on tax audits Consequently they are subject to uncertan and unquantifiable adjustments Due to these uncertainties,
and uncertainty as to the hikely Junisdictions of future profits agamst which the losses can be oifset the deferred tax asset
recognised 15 lnmuted 10 the amount stated above

Company

Other
Deferred tax asset £000
At 1 January 2007 162
Cred1t to income -
At 31 December 2007 162
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16 Financial liabilities

Group
2007 2006
£ 00D £ 000
Current Bank borrowings 29,205 14 792
Non-current Bank borrowings 52,619 24 255
Total borrowings 81,824 39047

Bank borrowings
Borrewings denominated i US dollars bear interest of US LIBOR plus 1 5% annwally Bommowings denomimated in Euros bear
interest of EURIBOR plus 1 3% Bank borrowings mature at different dates until 18 September 2012 (2006 until 1 Apnil 2009}

as shown below

2007 20086

£'000 £ 000

On demand or within one year 29,205 14 792
In the second year 2630 6,064
In the third to fifth year 49,989 ig 191
Total 81,824 39047

The tacilities have been arianged to help finance the expansion of the Group s activities in North America and Europe

The cwposure of the Group » borrowings to interest rate changes at the balance shect dates are s follows

2007 2006

£'060 £ 000

Six months or less 81,824 39047
The carrving amounts and fatr values of the non—current borrowmngs are as follows

Carrying Carrying Fair Fair

amount amount value value

2007 2006 2007 2006

£ 000 E 000 £000 £000

Bank borrowings 52,619 24,255 46,760 22 265

The fair valuc of currnt borrow ings cquals their carrying amount as the impact of discounung 1~ not sigmificant The twr values
for non-current borrowings are based on cash flows discounted using a rate based on the borrowmg rate of 6 3% (2006 5 6%)

The carrving amounts of the Group s borrowings are denominated 1n the following currencies

2007 2006

Currency £'000 £ 000
Euro 30,088 33,047
US Dollar 45,669 -
Sterling 6,067 6 060
61,824 39047
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16 Financial habilities (continued)

The Group has the following undrawn borrowing tacilitics

2007 2006

£'000 £ 000
Floating rate 32,955 11000
Company

2007 2006
Current €000 E'000
Bank borrowings 5,067 6 000

The tair vialue ot curtent borrowings equals their carrying amount, as the impact of discounting s not significant Borrowings
denominatcd 1n Euros and US dollars bear respectively iterest of Eunibor plus 1 5% annually and US LIBOR plus 1 5%
annudlly

The exposure of the Company's borrowings to interest rate changes at the balance sheet dates are as follows

2007 2006

£'000 £ 000
Six months or less 6,067 6 000
The carrying amounts of the Company s borrowings arc denominated mn the tollowing currencies

2007 2006
Currency £'000 E000
Sterling 6,067 5 000
The Company has the tollowing undrawn borrowmg facihties

2007 2006

£ 000 £000
Floating rate 32,955 11000

Amounts borrowed under the tacthitics are partly securcd on the shares of Group companies and are guaranteed by the

Company and Group companies

Managemer Consulting Group PLC annual report and accounts 2007

a1




17 Returement benefit obligations
Defined contribution schemes

The Group eperates a number of defined contribution pension schemes throughout the world The total cost charged o income

in respect of defined contribution schemes was £1 798 000 (2006 £1 218 000) representing contnibutions payable to these

schemes by the Group at rates specified in the rules of the plans

Defined benefit schemes

In the Unmited States the Group vperates a2 closed defined benefit penston scheme and a closed untunded plan which provides

benefits i respect of post-retirement medical costs In France the Group has a statutory unfunded post-retirement bene fit

obligation In Germany the Group has an unfunded post-retirement benefit obligation and, m the UK, a funded guaranteed

pension Actuanal valuations are obtamed annually from independent quahfied actuanes tor each of the defined benefit

drrangeiments

The reurement benefit obligations are summarised below

2007 2006
£000 £000
US defined benefit pension scheme 2,243 4437
US post retirement medical plan 156 852
French statutory aobligation 509 122
German ablgation 4 344 -
UK asset (100) -
1,752 5411

US schemes

The tunded US defined benefits pension scheme was closed 1o new entrants with etfeet from 1 February 2001 and further

benefit acervals ceased for all members with effect from 31 December 2001 The US medical benefits plan apphes only to

certain tormer employees who retired prior to 30 September 1995 and to the post-retirement medical costs ot a small number

of current and former employees who were employed at that date

The principal assumptions used for the recent actuanal valuations were

2007 2006

% %

Rate of increase in salanes not apphicable  not apphcable
Expected long term return on scheme assets 800 800
Discount rate 625 580
General inflatron assumption 300 3200

There dre nerther guarantecd nor discretionary increases 1o benefits atter retirement The montality table used was the RP2005

White Collar Table The discount rate assumption was changed to reflect changes in long term corporaie bond yields
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17 Retirement benefit obligations (continued)

a) Amounts recogmised in finance costs in respect of these benefit schemes are as follows

2007 2006
£'000 £ 000

US defined benefit pension scheme
Expected return on pension scheme assels 2,309 2232
Interest an pension scheme liabities {1,842) {2 020}
367 212

US medical benefits plan

Interest on plan habiities (46) {49)
Net finance income 321 163

Actuarial gams and losses have been reported in the statement of recognised mcome and expense The actual roturn on scheme

assets was £2.208 250 (2006 £3 610,000)

b) The amount included wn the balance sheet ansing from the Group’s obligations tn respect of the US defined benefit

pension scheme and medical benefits plan 1s as follows

2007 2006
£'000 £ 000
Presant value of defined benefit obligations (23,847) {35,434)
Fair value of scheme assets 30,848 0145
Liability recognmised in the balance sheet (2,899) {5 289)
Defined benefit pension scheme {note {17} (e) (1)) (2,243) {4,437)
Medical benefit plan (note {17) (&) (n})) (756) {852)
(2 999) {5,289)
¢) Movements i balance \heet amounts

Changes 1n the present value of the defined benefit obligations are as follows
2007 2006
£000 E'000
Opening defined benefit abhgation {35,434} {41 915)
Interest cost (1,988) (2,065}
Actuanal gains 1,214 1805
Exchange differences 698 5,000
Benefits pad 1,663 1645
Closing defined benefit obligation {33,847) (35 434)
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17 Retrement benefit obligations (continued)

Changes in the fuir values ot the plan assets are as tollows

2007 2006

£'000 £ 000

Opening farr value of plan assets 30,145 30,046
Expected return 2,309 2232
Actuarnal {loss)/gain (102) 1,379
Contnbutions by employer 691 2 008
Exchange differences (589) {3.875}
Benefits pad {1,606) {1 645)
Closing fair value of plan assets 30,848 30,145
Net retirement benefit obligation {2,999) {5,289)

dj The farr value of plan assets at the balance sheet date and the expected rate of return are analysed as follows

Expected Expected
return 2007 return 2006
% £'000 % £000
Equities 90 20,738 90 18,947
Bonds 55 9,966 55 10,056
Cash 55 144 55 142
8¢ 30,848 80 30 145

¢) Hustory of experience gains and losses

(1) US defined benefit pension scheme

The five-year hustory of expenience adjustments 1n relation to the US defined bencfit pension scheme 15 as follows

2007 2006 2005 2004 2003
£'000 £'000 E'000 £000 £ 000

Present value of defined benefit oblgations {33,091) (34 582} (40 909} (34,649)  (34,232)
Fair value of scheme assets 30.848 30,145 30,046 24 387 22 374
Deficitin the scheme (2,243 (4 437) (10 863} {10 262) (11858}
Expenence adjustments on scheme liabiliies
Amount {470) 626 86 (123) {136)
Percentage of schems habidities 14% 18% 02% (0 4%) {0 4%)
Experience adjustmenis on scheme assels
Armount 102 1,379 (277) 567 2,973
Percentage of scheme assets 0 3% 4 6% {0 9%) 2 3% 13 3%

The estimated amounts of contnibunions expected to be paid to the scheme during the current financial year s £1 6 milhon

(2006 £1 6 million)
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17 Retirement benefit obhigations (continued)

() Unfunded US medical benefit plan

The five-year history of experience adjustments in relation o the US medical plan 1s as follows

2007 2006 2005 2004 2003
£000 £ 000 £00¢ £ 000 £ 000
Present value of plan habilities {756) (852) {1 006) (1121) (1,355)
Expernence adjustments of plan labilizes - {42) 210 123 302
Percentage of the plan habiities - {4 9%) 2089% 11 0% 22 3%
In both years the mortality table used was INSEE 00/02
D Unfunded French retirement obligafion
The principdl assumptions used for the recent actuarsal valuation of the French retirement scheme were
2007 2006
Rate of increase in salanes 3-5% 58%
Discount rate 52% 4 5%
There are nenther guaranteed nor discretionary increases to benehits after retirement
(1) Amounts recognised 1n finance costs in respect of the French post-retirerment scheme are as follows
2007 2006
£'000 £ 000
Interest on habilities 8 3

At 31 December 2007 there 1» £387 000 actuanal loss reported i the statement of recogmised income and expense relaung o

the French scheme (2006 Lrul)

(1) The amount included in the balance sheef ansing from the Group’s obhgations in respect of the French post-retirement

benefit scheme ts as follows

2007 2006

£'000 £000

Present valua of defined benefit obhgations (509) (122)
Fair value of scheme assets - -
Liability recogrised in the balance shest (509 (122)
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17 Retirement benefit obhgations (continued)

(ur) Movements in balance sheet amounts

Changes n the present value of the French defined benefit obligation are as follows

2007 2006

£'000 £'000
At start of year/date of acquisition (122) {114}
Service cost (17) (5)
Interest cost (8) (3}
Actuanal loss (387) -
Benefit paid 25 -
Clesing defined benefit obligation {509) (122}

The French obligation 1s unfunded and theretore holds no plan assets, and no contributions are made
(1v) Hustory of expertence gains and losses

No eapertence adjustments in relation o the French post-reurement scheme anse i the post-acquisition penod

g) Unfunded German retirement obligation

The principal assumptions used for the recent actuanal valuation ot the Genman reurement scheme were

2007
Rate of increase in salanes 4%
Mortakty table Heubeck 2005 G
Discount rate 55%
There are netther guaranteed nor discretionary increases to benefits after retirement
(1) Amounts recogmsed in finance costs in respect of the German post-retwrernent scheme are av follows

2007

E'000
Interest on habilibes 45

At 31 December 2007 there are no actuznal gans and losses reported in the statement of recognised meome and expense
relating to the German ~scheme

(1) The amount included in the balance sheet arnsing from the Group’s obligations wn respect of the German post-
rettrement benefit scheme 1s as follons

2007
£°000
Present value of defined berefit obligations {4,344)
Fair value of scheme assets -
Liability recogmsed in the balance sheel (4.344)
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17 Retirement benefit obligations (continued)

(i) Movements m balance sheet amounts

Changes n the present value of the German defined benefit obligation from the date ot the acquisition of KSA

dre as follows

2007
£000

At acquisition
Service cost
Interest cost
Actuanal gam
Benef paid
Foraign exchange

(3.958)
25
(45)

37
{361)

Closing defined benefit obligation

(4,344)

The German obligation i+ untunded and therefore holds no plan assets and no contributions are made

(v} History of eapertence gains and losses

No eapenience adjustinents in relatron to the German post-retirement scheme anse in the post-acquisition period

) UK retirement obligation

The principal assumptions used for the recent actuartal valuation of the UK retirement scheme were

2007

Expected long term return on scheme assets
BPiscount rate

5 8%
58%

There are neither guaranteed nor diseretionary increases to benefits after reirement

(1) Amounts recogmsed n finance costs in respect of the UK pust-retirement scheme are as follows

2007
£'000

Interest on labittes

45

At 31 December 2007, there are no adtuaral gains and losses reported in the statement of recognised income and expense

refatimg o the UK scheme

(1) The amounnt included in the balance sheet ansing from the Group’s obligations in respect of the UK post-retirement

benefit scheme 1y as follows

2007
E"000

Present value of defined benefit obligatcns
Far value of scherne assets

{5,200)
5,300 ‘

Assel recognised in the balance sheet
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17 Retirement benefit obhgations (continued)

(1) Movements in balance sheet amounts

Changes in the present value of the UK defincd benefit obligation from the date of the acquisition of KSA are as tollows

2007

£'000
At acquisihon 100
Service cost -
Interest cost -
Clasing defined benefit asset 100
18 Long-term provisions

£ 000
At 1 January 2007 1326
Acquired 5102
Utilised (451}
Charge 2033
Released (540)
Foreign exchange movement (5)
At 31 December 2007 7,465

The provistons primartly relate to propeny and obligations to tormer employces of the Group The most sigmificant element

relates to the property provisions acgueired with Kurt Salmon Associates (sec note 28) These are expected to be utilised over

the penied to 2015 The releasc relates to the release ot an empty property proviston which 1s no tonger required There are no

provisions held by the Company

19 Share capital
(a) Called np share capual

2007 2006
£'000 £ 000
Authonsed 700 million (2006 500 mulhon)
shares of 25p each 175,000 125,000
Issued and fully paxd 328,899 961
(2006 270 940,137} shares of 25p each 82,225 67 735
Shares issted in the year were
Nominal Consideration
value In year
Number £000 £'000
At 1 January 2007 270,940,137 67 735 47 209
Acquisiton of CBH Consulting and Kurt Salmon Associates 57,789 157 14,450 25,155
Issued to the employee share trust 109,166 27 53
Employee share options exercised {note 19 (b)} 51,501 13 13
At 31 Decernber 2007 328,899,961 82 225 72,430
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19 Share capial {continued)

The company has one class of ordinary shares which carry no nght to fixed income

Options were exercised during the year with an exercise price of 25 pence (2006 ranging trom 25 (0 pence to 29 85 pence)

(h) Share options
At 31 December 2007 there were uptions outstanding to subsenbe for new ordinary shares of 25 pence cach as set out
below

Weighted
Number of shares Exercise price average price Exercizable
QOption grant date under oplion {pence}) (pence) not earlier than
The 1998 Scheme
September 1999 257,506 2500 2500 September 2002
March 2000 1,777,090 29 85 29 85 March 2003
March 2005 2217.18 59 75 5975 March 2008
March 2006 3331,590 57 75 5775 March 2009
March 2007 4611953 48 75 4875 March 2010
Apnl 2007 1,550,000 4875 48 75 Apnl 2010
April 2007 276,382 4975 4975 Apnl 2010
October 2007 7471 444 2500 2500 Apnl 2008
December 2007 1,666 667 3375 3375 December 2010
Tetal 23220413 4070

The number ot options outstanding at the previous year ead over new ordinary shares was 12,335 330 with o weighted
average price of 47 50 pence

The total shareholder return performance condiions relating to the share options cxereisable on | March 2007 were not

achieved o the options did not vest

In March 2007 5,857 704 options over new ordinary shares were granted at a price of 48 75 pence per share In Aprl 2007

1 602 500 opuions over new ordinary shares were granted at o price of 48 75 ponee per share and o further 276 382 options at
4975 pence per share 1n October 2007 7 471 444 options over new ordinary sharcs were granted at an exercise price of

25 00 pence per share [n December 2007 | 666 667 options over new ordinary shares were granted at a price of 33 75 pence
per share The tollowing options over new ordinary shares were exercised duning the year

Weighted

Nominal average
Value price Consideration
Granted Number £ o £
September 1999 51,501 12,875 2500 12 875

During the year, options with a weighted average price of 42 83 pence over 5 193 163 new ordinary shares lapsed Share
oplions under the 1998 Scheme expire ten years after the date of gram

The total subscription price if all share optiens over new shares are cxercised 1s £9 451,681 (2006 £5 859 000)

The above amounts exclude options over 2 616 450 shares (2006 2,842 000 shares) which are already 1o issue and are

owned by an employee trust
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18 Share capital (continued)

The fair vatue of options granted was determuned using the stochastic valuation model Expected volatihity was assessed by
constdering the hustorie volatihity of the Company’s share price An expense ot £779 000 (2006 £804,000) has been
recogmsed in the period in respect of the share options granted The cumulative share compensation reserve at 31 December
2007 1 £2.952 000 (2006 £1 492.000)

The tnputs into the stochastic valuatuon model for the March 2007 uptions are as follows

3 year 5 year
veshing vesting
Fair value of option 16 77 pence 19 01 pence
Exercise price and share price on date of grant 48 75 pence 48 75 pence
Expecied Iife 5 years 7 years
Expected volatility 44 3% 48 5%
Risk free rate 51% 4 9%
Expected drvidend yeld 21% 21%
The mputs into the stochastie valuation moded tor the first set of Apnl 2007 options are as follows
3 year 5 year
vesling vesting
Fair value of option 154 pence 186 6 pence
Exercise price 48 75 pence 48 75 pence
Share price on date of grant 47 5 pence 47 5 pence
Expected Iife 5 years T yaars
Expecled volatiity 43 8% 44 8%
Risk frae rate 54% 52%
Expected dividend yield 21% 2 1%
The inputs 1nto the stochastic valuation model tor the second set of Aprid 2007 options are as follows
3 year 5 year
vesting vesting
Farr value ef oplion 16 57 pence 17 8 pence
Exercise price 49 75 pence 49 75 pence
Share pnce on date of grant 49 25 pence 49 25 pence
Expected Iife 5 years 7 years
Expected votatlty 43 8% 44 7%
Risk free rate 54% 5 3%
Expected dividend yield 20% 20%
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19 Share capital (continued)

The mputs into the stochastie valuation model for October 2007 options are as follows

Vesting Vesting Vestng Vestng Vesting Vestng
after after after after after after
7 months & months 18 months 30 monihs 42 months 54 months
Fawr value of options 17 3 pence 11 5 pence 17 4 pence 17 pence 19 7 pence 18 7 pence
Exercrse price on date of grant 27 pence 33 pence 29 pence 29 pence 28 pence 31 pence
Share price on date of grant 43 pence 43 pence 43 pence 43 pence 43 pence 43 pence
Expected hie 7 months & months 20 months 32 months 44 months 55 months
Expected votatiity 378% 37 8% 35 0% 37 6% 350 44 19
Risk free rate 57% 56% 54% 52% 52% 52%
Expected dwdend yold 3 1% 31% 31% 31% 3 1% 31%
The nputs mto the siochastic valuation model for December 2007 options are as follows
3 year 5 year
vesing vesting
Fair value of option 104 pence 11 2 pence
Exercise price and share price on date of grant 3375 pence 33 75 pence
Share price on date of grant 33 pence 33 pence
Expected life 5 years 7 years
Expected volatility 44 7% 44 5%
Risk free rate 47% 47%
Expected dvidend yield 4 0% 4 0%
The inputs into the stochastic valuation moded for the 2006 options are as tollows
3 year 5 year
vesting vasting
Fair value of option 21 pence 26 pence
Exercise price and share prnice on date of grant 57 75 pence 57 75 pence
Share price on date of grant 33 pence 33 pence
Expected life 5 years 7 years
Expected volatility 47 2% 58 6%
Performance condition discount 1% 15 6%
Risk free rate 4 35% 431%
Expected dividend y:eld 139% 139%
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19 Share capital {continued)

The inputs i1to the stochastic valuation mode] for the 2005 options aie as follows

3 year 5 year
vesiing vesting
Fair value of opt:on 26 pence 31 penca
Exercise price and share price on date of grant 5975 pence 59 75 pence
Expected Ife 5 years 7 years
Expected volatility 54 9% 62 7%
Performance condition discount 9 5% 138%
Risk free rate 479% 4 79%
Expected dividend yield 112% 112%
The nputs into the stochasuc valuation model for the 2004 options are as follows
3 year 5 year
vesting vesiing
Fair vaiue of cption 18 pence 19 pence
Exercise pnce and share price on date of grant 36 25 pence 36 25 pence
Expected Iife 5 years 7 years
Expected volatility 66 0% 67 0%
Performance condition discount 9 4% 14 6%
Risk free rate 4 66% 4 71%
Expected dividend yield 138% 1 38%
20 Equity
Group Own shares
Share Share held by Currency
premium Merger Shares o compensation employee translabion
account reserve be 1ssued reserve share trust reserve
£'000 £'000 £'000 £'000 £'000 £'000
At 1 January 2006 38 146 5683 46 1256 (1.270) (257)
Currency translation differences - - - - - (4 904)
Ansing on acquisitron of Ineum - 26 830 - - - -
Share compensation expense - - - 804 - -
Reclassificaton to retained earnings - - - (568) - -
Share option schemes 17 - - - - -
Al 31 December 2006 38,163 32513 46 1,492 (1,270} {5,161)
Al 1 January 2007 38,163 32513 46 1492 (1270) (9,161}
Currency translation differences - - - - - 9057
Ansing on acquisitions of CBH Consulting -
and Kurt Saimon Associates 10705 - - - - -
Share compansaton expense - - - 779 - -
Reclassification to retained earnings - - {19) (643) - -
Issued to the employee share trust 26 - - - (53} -
Share optien schemes - - - 1324 - -
LTIP shares awarded - - 27) - 27 —
At 31 December 2007 48,894 32,513 - 2,952 {1 296) 3,896
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20 Equity (continued)

Statutory
reserves Capital
of subsidiary redempton Revaluation Total other
undertakings reserve reserve reserves
£°000 £'000 £'000 £'000
At 1 January 2006 and 1 January 2007 5878 1,186 - 7 064
Loss on available for sale investments - - (26) {26)
At 31 December 2007 5,878 1,186 {26) (7,039)
Company
Own shares
Share Share held by Capital
premium Merger Shares to compensation employee redemption
account resarve be issued reserve share trust reserve
£'000 £'000 £'000 £'000 £000 E'000
At 1 January 2008 38 146 - 46 1,256 (1,270) 1186
Arising on acquisition of Ineum - 26,830 - - - -
Share compensation expense - - - 804 - —
Reclassificatron to retained earmings - - - {568} - -
Share option schemes 17 - - - - -
At 31 December 2006 38 163 26 830 46 1,492 (1270} 1 186
At 1 January 2007 38,163 26,830 46 1,492 (1270} 1,186
Ansing on acquisition of CBH Consulting
and Kurt Salmon Associates 10 705 - - - - -
Share options - - - 2103 - -
Rectassification to retaned eamings - - (19) {643} - -
Issued to the employee share trust 28 - - - (53} -
LTIP shares awarded - - {27} - 27 -
At 31 December 2007 48,894 26,830 - 2,952 {1.296) 1,186

Shares to be ssued comprise the estimated value of shares that may be 1ssued under the Management Incentive Plan

The share compensation reserve represents the net credit ansing from the charge for share options less ameunts transterred to

retamed earmings following the lapse of share options Qwn shares held by the employee share trust represents 4,197 374 shares

(2006 4,197 374 shaies)y issued at a value of £1,296 000 (2006 £1 270 000
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21 Retained earnings

Group Company

2007 2006 2007 2006

£'000 F 000 £'000 £ 000

At 1 January {28 393} {40,708} 68,104 57 731
MNet profit{loss) for the year 13,181 8,750 (1.211} 11291
Dindends paid (3,561) (1,486) (3,561) (1,486}
Actuanal gain refated to retirement benefit schemes 734 3284 - -
Tax on items taken directly to equity 167 500 - -
Reclassification from share compensation reserve (note 20) £§43 568 643 568
Reclassification from shares to be issued 19 - 19 -
At 31 December (17,210) {28 393) 63,994 68 104

In accardance with Sceiton 230 of the Companies Act 1983, the Company has not presented its own income statement

The movement i the group icome stalement for the financeal year includes a loss of £1.211000 (20636 £11 291 000) dealt with

in the financial statements ot the Company

22 statement of changes in eguity

Group Company

2007 2006 2007 2006

£'000 £ 000 E'GO0 £'000

At 1 January 112,189 57932 202,286 144 468

Dividends paid {3,561) {1 486) {3.561) {1 4886)

Profiti{loss} for the period 13,181 8750 {1 211) 11291
Issuer of share capstal

On acquisition of subsidiary undertakings 25,155 46 927 25,155 46 927

Exercise of share options 13 282 13 282

Share options 2,103 804 2,103 a04

Other recognised inceme and expense 9,958 (1020 - -

Revaluation reserve (26) - — -

At 31 Becembar 159,012 112,189 224,785 202,286
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23 Notes to the cash flow statement

Group Company
2007 2006 2007 2006
£'000 E 000 £'000 £000
Profit{loss) from operations 21,774 13448 {1.709) 1,627
Adjustments for
Depreciation of property, plant and equipment 1.259 1 00g 234 174
Amortisation of intangible assets 2,271 1790 394 282
Loss on disposal of plant and equipment 7 g - 20
Adjustment for pension funding (692) {2,008} - -
Adjustment for share options charge 179 804 179 804
{Decrease)increase In provisions (540) {493) 2 884 -
Operating cash flows before movements in working capital 24,858 14,620 {3.418) 2 807
Decreasel/{increase) in recervables 2,521 (6 447) 14,300 (7 391)
Increase/(decrease) in payables 6,450 {5.858) 6,502 3465
Cash generated by operations 33,829 235 17,984 (1019
Income taxes paid {2.632) {4 269} - -
Net cash from operating activities 31,197 (1,954} 17,984 (1 019)

Cash and cash equivalents
Cash, cash equivalenis and bank averdrafts include the following for the purposes of the cash flow statement

Group Company

2007 2006 2007 2006

£'000 £'000 £'000 £ 000

Cash at bank and in hand 20,895 10.278 973 729

24 Financial instruments
Capital structure and treasury policies

The Group 1~ financed by shareholders’ equity and debt The Group s capital structure 15 reviewed regularly to ensure that ut
remains reley ant 1o the business and its planned development There are established treasury policies that are reviewed regularly
10 ensure that they remar relevant to our busmess The objective of the Group » treasury pohcies 15 to provide hyuidity for the
Group at mnimum risk and mummum cost and to hedge known financial exposures The mam treasury nsks fuced by the
Group are country specific hquidity nshs The Group s objectives regarding interest rate sk, exchange rate nsh credit risk and
higindity risk are respectively to mimmise interest charges, nunemise realised exchange losses on foreign curmrency transactions,
ensure that the Group enly deals with creditworthy customers and o cnsure that the Group has sufficient resources available to
meet its Trabiliies s they full due Investment of the Group’s ¢ash s made within policies that cover counter panty risk and
tiquidity Surplus cash s myested gencratly on matunties of three months or less commensurate with the matunty of loan
drawdowns Drawdowns under the multi-curreney facilities allow for interest matunties of up to six months i US dollars and
Euros The Group « term loan 15 drawn down in US dollars and Euros to provide a natural hedge against the Group s Dollar and
Euro earnimgs The working capstal facilities are drawn down i Euros and US dollars, two of the three major currencies in
which the Groups operates The Group » net debt position 1s closely momitored and there are ffective cash torecasting
procedures in place These procedures involve caretul review of tuture billing levels and new business prospects with

operaitonal management Intormation on borrowings 1s shown in note 16
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24 Financia!l instruments (continued)

The most important foreign carrencies tor the Group are the US dollar and the Euro The relevant exchange rates to Sterling were

2007 2006
Average Closing Average Closimg
£1=US$ 200 200 184 196
£1 = Eurg 146 136 147 148
Interest rate and currency profile of financial assets at the year end
Financial assets 2007 2006
Floating Floating
rate rate
Currency £'000 £'060
Sterling 1,632 1237
US Doltar 7,219 2,827
Euro 10177 4,993
Other 1,807 1221
Cash 20,895 10 278
Sterling 2,39 2,855
US Dollar 21,887 2947
Euro 47,999 40 546
Other 1,798 979
Trade and other recevables 74,075 47,327
Financial habilities
Sterling (19.413) (6 349)
US Dollar (37 803) (6 544)
Eurg (39,695) (38,579}
Other (3.931) (2 629)
Trade and other payables (100,842) {54,101}

The cash and short-term deposits atract nterest rates based on LIBOR and Eunibor for pentods of up to three months The
carrying value of these assets approximates their far value

Exposure to credul risk

The carrying amount of financial asscis represents the maximum credit exposure The maximum exposure to credit risk at the
reporting date was

Carrying amount

2007 2006
£'000 £'000
Avallable-for-sale financial assets 6,650 —
Financial asset at far value through profit or loss 56 -
Cash and cash equivalents 20,895 10278

27 601 10278
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24 Financial instruments (continued)

The maximum caposure to credit risk for trade receivables at the reporting date by geographic regron was

Carrying amount

2007 2006

E'000 £ 000

Eurcpe 31,357 26 347
United States 13.507 2 336
Rest of world 1,071 243
45,935 28 826

The Group s most significant customer accounts for 0% of the trade recevables carrying amount at 31 December 2007

(2006 05%)

The agemg of rade receivables at the reporting date was

2007 2006
E'000 £000
Not past due 30,376 21 884
Past dus 0-30 days 10,574 & 163
Past due 31-120 days 4,085 879
45,935 28,926
Liquiduy nsk

The foliow g are the contractual maturities of financial habihties, including estimated mterest payments
31 December 2007 Carrying  Contractual 6 months More than
amount cash flows orless 6-12months 1-Zyears  2-5years 5 years
Non—dernvatve financial habilites £000 £ 000 £ 000 £000 £000 £000 £'000
Secured bank loans 81.824 107,644 1189 34,388 7.814 64,253 -
Trade ang other payables 100,842 100,842 100,842 - - - -
182 666 208,486 102,031 34,388 7.814 64,253 -
31 December 2006 Carrying  Contractual 6 months More than
amount  cash flows orless 6-12months  1-2years  2-5 years § years
Non—denivative financial kabilites £000 E£000 £ 000 £000 £000 £000 £000
Secured bank loans 38,047 40 699 1652 14,792 6 064 18191 -
Trade and gther payables 54,101 54,101 54 101 - - - -
93 148 94 800 55 753 14 792 5 064 18,191 -
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24 Financial instruments (continued}

Currency risk

The Group s exposure to foreign currency rish was as follows based on notional amounts
31 December 2007

31 December 2006

E'000 $'000 € 000 $ 000
Trade recevables 44,214 28,501 38 589 4 996
Secured bank lpans (47.492) (92,572) (51,452) -
Trade payablas (7,432} (3,722) (15,255) (1,455)
Gross balance sheet exposure (4,710) (67,793) {28,118) 3 541
Estmated forecast sales 114,487 125,072 73,186 78,815
Estimated forecast purchases (98,784) (92,441) (63 712) {62 533)
Gross exposure 15,703 32,631 8,474 16 282
Forward exchange contracts - - - -
Net exposure 15,703 32,631 9474 16 282

Sensinvity analysis

A 10 per cent strengtheming of Sterling against the following currencies at 31 December would have increased (decreased)

equity and protit or loss by the amounts shown below This analysis assumes that all other vanables m particular interest

rates remain constant The analysis is performed on the same basis for 2006

Prafit
Equity or loss
£ 000 £ 000
2007
US Doltar 3,974 166
Eurg 5,649 183
2006
US Dollar 1420 1134
Euro 4442 116

A 10 per cent weakening of Sterhing against the above currencies at 31 December would have had the equal but opposite
effect to the amounts shown above on the basss that all other vanables remain constant

At the reporting date the iterest rate profile of the Group’s interest beaning tinancial mstruments was

Carrying amount

2007 2006
Fixed rate instruments % %
Financial habiities iess than 6 months 66 58
Financial habtlites 1-2 years 63 56
Financial habliies 2-5 years 63 56

The Group has no vanable rate financial assets or finanaial labihties and no fised rate financial assets
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24 Financial instruments (continued)

Fair value sensmivity analysis for fived rate instruments

The Group does not account for any fixed rate financial assets or financial habibities at tair value through profit or foss The
Group does not designate derivatives (interest rate swaps) as hedging instruments under a fairvalue hedge accounting model
Theretore a change 1o interest rates at the reporting date would not affect profit or loss or equity

Fair values versus carrying amounts

The tair values of financial assets and habihities, together with the carrymg amounts shown 1n the balance shect arce as

follows
31 December 2007 31 December 2006

Carrying Fair Carrying Farr
amount value amount value
£'000 £'000 E 000 E 000
Available for sale financal assets 6,650 6,650 - -

Financial assets designated at fair value
through profit or loss 56 56 - -
Cash and cash equivalents 20,895 20,895 10278 10278
Secured bank loans 81,824 75,965 39,047 37 057
Trade and other payables 100,842 100,842 54,101 54 101

The vatue of the financial asset devignated at fair value through profit or loss (a call option) has been estimated by assessing
the expected financial porformance of the busimess to which it relates to over the hife of the option and the exercise price ot

the option

The bass tor determinming the other fair values 1~ disclosed m note 16
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25 Operating lease arrangements

2007 2006
Group £ 000 £ 000
Mimimurn lease payments under operating leases recogrised
in the income statement for the year 5,297 2 026

At the balance sheet date the Group has aggregate outstanding commitments tor future munnnem lease payments under non-
cancellable operating leases which tall due as follows

Group 2007 2006
Land and Land and

buildings Other uldings Other

£'000 £°000 £000 £ 000

Within one year 5,697 438 180 &

In the second to fifth years inclusive 19,958 377 2 856 25

After five years 11,457 - 18 746 -

37,112 815 21782 37

Operating lease payments represent rentals pavable by the Group tor certan of its otfice propertics Leases are negohated for
an average term of soven years and rentals are fixed for an average of tour years

26 Related party transactions

Group
Transactions between the Company and its subsidharies, which are related parties have been ehimunated on consohdation  Except
as disclosed below, no Group company entered nito a transaction with o related party that 1s not o member of the Group Goods
and services are bought from entiies controllied by key management personng!l on normal commeraral terms and condinons
The entitics controiled by hey management personnel are companies belonging to JP Bolduc, a director of the Company and a
company belongmg to Mr Manardo which provides concierge services to Incum Consulting, and which rents space from
Incum Consulting

2007 2006
Year end balances arnising from purchases of services £'000 £'000
Pavyables to related party entihies controtied by key management personnel - —

The payables to related parties arise manly from purchase transactions and bear no interest Durmg the year the Group entered
wnto the following transactions with related parties

Parson Consulting LLC pad £1 252 (2006 £8 131) to JP Enterprises Enc tor rental of office space Mr Bolduc a director of the
Company, is the majonty sharcholder and director of JP Entcrpnses Ene [n the penod | January - 30 May 2007 Incum Consulung
SAS earned £111 011 from the rentdl of office space to GEM SAS and pad £3.892 tor concierge services provided by TO DO
TODAY SAS (2006 £60 000 and £61,000 respectively tor the period | September — 31 Decerber) Mr Manardo o director of the
Company unnil 30 May 2007 15 the magonity shareholder and director of GEM SAS and TO DO TODAY SAS Mr Pary a director
of the Company was o non-cxccutive director of Kmght Frank LLP during 2007 Tn that pertod the Group pad Kimight Frank LLP
£98.322 tor professional services related to property matters
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26 Retated party transactions (continued)

Remuneration of hey management personnel

The aggregate remuncration of the key management personnel of the Group, 1s set out below Further mtormaton about the

remuneration of mdividual directors 1s provided in the audited part of the Directors Remuneration Report on pages 43 to 50

2007 2006

£'000 £ 000
Short-term employee benefits 3,426 2 640
Post-employment benefits 329 150
Other long-term benefits - 3

3,755 2793
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27 Principal subsidiary undentakings

At 31 December 2007 the Company had the tollowing principal subsidhary undertakimgs engaged in the provision of

management consultancy services The sharcholdings were 100% of the subsidiary undertahings' ordinary shares and were

held indirectly eacept where otherwise indicated Each of the subsidanies 1~ indluded m the consohdatton

Countnies of mcorporation/operation

CBH Consulting Inc USA
Ineum Conseil et Associés S A France
Ineurn Consuiting SAS France
Kurt Salmon Associates Inc USA
Kurt Salmon Associates Limited United Kingdom
Kurt Salmon Associates AG Swatzarland
Kurt Salmon Associates GmbH Germany
Kurt Salmon Associates SA France
Kurt Salmon Associates BV The Nethadands
Kurt Salmon Assoclates Canada Limited Canada
KSA Amencas Limited Bermuda
Kurt Salmon Associates Capital Advisors, Inc United States
Kurt Salmon Management Consulting {Shanghai) Limited China
Parson Consutting Limited” Great Bntan
Parson Consulting LLC USA
Parscn Consuling Pty Limited Austraha
Parson Consulting SA S France
Proudfoot Company Management Services GmbH (trading as Proudfoot Consuliing) Switzerland/Australia New Zealand, Hong Kong
Proudfoot Consulitng Company USA

Proudfoot Consulting (Europe) Limied®

Great Britain

Proudfoot Consulting GmbH Austria
Proudfoat Consulting GmbH Germany
Proudfoot Consulting In¢ Canada
Proudfoot Consulting S A Spain
Proudfoot Consulting S A S France
Proudfoot South Africa (Pty) Ltd South AfncalAfnca
The Salzer Group Asia Pacific Pte Limited (trading as Salzer Consuiting)** Singapore

* Held dicectly

5% mterest

A tull hist ot subsidiary and other related companies will be anneaed to the next annual return of Management Consulting

Group PLC to be ftiled with the Registrar of Compantes
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28 Post balance sheet events

On 10 January 2008 1t was annouinved that certain sharcholders had requisitioned an Extruordinary General Mecung with the
wntention of removing the Group Chiet Executive as a director On 19 February 2008 the Charman, Group Chiet Executive
and Finance Director resigned The Finance Director will stay i post unul 19 August 2008 or carher if agreed Alsoon 19
February 2008, Mr Barber previously a non-executive director was appointed Executive Churman On 5 March 2008 the
Company reached agrecment with Mr Parry the former Group Chief Executive that £1 490 250 would be paid as
compensation for loss of otfice On 6 March 2008 1t was announced that Mr Carvalho Mr de Fontenay and Mr Wietecha
would jom the Board on 19 March 2008 None of these ¢vents has had any significant on the financial position ot the Group

29 Acquisitions
Dunng the year, the company made the following acquistions CBH Consuluing [ne and Kurt Salimon Associates, bnc

At the dates of acquisition the provisional goodwill ansing s

2007

Provisional goodwill E‘0C0
CBH Consulting 5,292
Kurt Satmon Associates 67,264
72,556
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CBH Consulting
On 6 September 2007 the Group acquired 100% of the 1ssued share capital of CBH Consultig, Inc o company mvolved in
the provision of management consultancy services The following table sets out the values of the wentfiable assets and

habilies acquired and therr provisional farr values to the Group

Provisional

Acquisiion Farr value fair value

(IFRS) adjustments to Group

£ 000 £'000 £ 000

Intangible assets 90 455(1) 545
Property plant and equipment 58 58
Current assets 1,522 (2031} 1,502
Total assets 1,670 2,105
Current habilities {2 150) (2 150)
Deferred tax hability - {159 m) (159}
Total llabilives {2,150) {2 309}
Net lablities {480) (204}
Censideration given 4,393
Acquisition costs 695
Goodwill ansing 5 292

The fair vatue of the consideration given was

Cash 2,305
Shares 1ssued 2,088
4393

Shares wsued compnised 4,156,054 shares with a nominal value of 25 pence each and a fair value 50 25 pence each The tawr
value of each share reflects the market price of a share in the Company on 6 September 2007

Goodwill anses because the value of the CBH Consulting business resides in its assembled workforce which 1 not required to be

separatcly valued under [FRS The fair value adjustments are provisional at the vear end due to the recentness ot the acquisitton

Provisional Fair v alue adjustments comprise
{1 Recogniion of customer relattonship mtangible asset ot £387 000 and customer orders ntangible asset of £68 000
(1) Adjustment to tradc reccivables

() Deferred tax hability ansing on fair value adjustments

2007
Net cash (outflows)/inflows in respect of CBH compnised £ 000
Cash consideration including share issues and acquisiton eosts (3,000)
Cash at bank and in hand acquired 241
Net cash outflow {2 759)

The post-acgquisition contribution of CBH Consulting t the Group was £1 9 mullion to revenue, 20 1 million to profit from
uperations and £0 1 millign to earmings betore interest and ax Had the acquisiion been made at | January 2007 the Group's
revenue for the period would have been £219 3 mulhion, profit trom operations betare amaortisation of acquired intangibles and
reorgamsation costs would have decreased to £24 6 milhon and earmngs before interest and rax would have been £21 6 nullion
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Kurt Salmon Assoclates

On 12 October 2007 the Company acquned 100% of the issued share capital of Kurt Salmon Assoviates Ine Kurt Salmon

Assoctates [nc s the parent company m a group of companies uvolved i the provision of management consultancy services
The following table scts out the values of the identifiable assets and habihities acquired and their provisional tair values to the

Group

Provisional
Acquisition Fair value fair value
(IFRS) adjustments to Group
£ 000 £ 000 £ 000
Intangible assets 272 7.742(1) B 014
Property, plant and equipment 1580 (825)(n) 1155
Financral assets 5492 275(tn} 5767
Deferred tax asset 5670 3 863(1v) 9,533
Current assets 31,699 (1,065)(v} 30 634
Total assets 44 713 55103
Bank overdraft {2 587) (2.587)
Current habiities (34,507) (5,333)(v1} (39,840)
Retirement benefit obligation (3,9486) {12){vu} {3 958)
Provisions (249) (4,853) (v} (5,102)
Deferred tax habilty - (2,933)x) (2,933)
Total habiities {41,285} (54 420)
Net assets 3424 BB3
Censideration given 61,186
Acquisition costs B.761
Goodwill ansing 67,264
The fair value of the consideration given was
Cash 36 795
Shares issued 23067
Share options 1ssued 1324
61186
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Shares 1ssued comprised 53 643 103 shares with a nonunal value of 25 pence each and a fair value ot 43 pence cach The fair
value of cach sharg reflects the market price of a share m the Company on 12 October 2007

Share options 1ssued comprised 7 471 444 options with a range of exercise pnices to replace existing Kort Salmon Associates i

Inc share options (sce note 19)

Goodwill arises because the value of the Kurt Salmon Associates business resides in sts assembled workforce which 1s not
required to be separately valved under IFRS The fair value adjusiments are provisional at the year end due to the recentness of
the acquisition

Provistonal tair value adjustments compnse

(1) Recognition of £7,838 000 brand and customicr relationship intangible asset and £147 000 order backlog mtangible asset
offset by £263 000 provision agamst goodwill relating to a previous KSA ascquisiuon

() Imparment of capitahised software costs

(1) Revaluation ot investiment scourties

(v} Deferred tax asset ansing on far value adjustments

(v} Provisions against potentaally irrevoverable trade receivables and work i progress

(11} Recogmition of potential tax exposures and contract related exposures

{(v1) Addnonal retirement benefit obligation

{vm) Property related provisions

(%) Deforred tax habihity ansimgz on far value adjustments

2007

Net cash (outflows)inflows tn respect of KSA compnsed £ 000
Cash consideration including share 1ssues and acguisition costs (43,749}
Cash at bank and in hand acquired 3,833
Overdraft acquired {2,587}
(42 503)

The post-acquisition contnibution of Kurt Salmon Associates to the Group was £17 1 mullion to revenue £3 1 muilhon to profit
from operations and £3 1 mullion to earmings before interest and tax. Had the acquisition been made at | January 2007 the
Group's revenue for the period would have been £273 4 nullion profit trom operations before amortisation ot acquired
mtangibles and reorganisation costs would have decreased to £25 7 mallion, and carmings beforc interest and tax would have
been £18 2 mulhion
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Ineam
The table below shows the final fair value of the assers and hatihitics acquired with Incum on t September 2006

Amendments
Provisional to provisional Final
Acguisiion fair valua fair value tair vatue
(IFRS) adjustments  adjustmants to Group
£000 £ 000 £000 £ 000
Intangible assets 1,017 {1) 8,769 {a) (137} 9,649
Property, plant and equipment 750 {a) {445) 305
Deferred tax asset 198 (0} 891 {b) {185) 904
Current assets 37,297 {m) (B57) {c) 527 36,967
Totat assets 39 262 8803 {240) 47 825
Current habilitias (29 874) (v) (673) 2 (30,545)
Bank loans {15,211) (v} (392) - (15 603)
Provisions (60} - - (60)
Deferred tax hability - (v1)(3,005) - (3.005)
Total habilities (45 145) (4 D70) 2 {49 213)
Net abwhities {5 883) 4,733 (238) {1388
Conssderation gwven 82,325
Acquisition costs 4 865
Final Goodwtll arising 88,578
Allocated to Parson 21,259
Allocated to Ineum 67,319
Final Goodwill 88,578

Provistonal fair value adjustments comprise

(1) Recogmuon of customer relationship intangible asset of £8 430,000 and customer order intangible asset ot £541.,000 oftset by
£202 000 impairment ol capitabieed software costs

{11} Deterred tax asset arising on fair value adjustments

(1) £1,210 000 addiuonat provisions for potentially trecoverable trade recervables and recogmition of £353 000 accrued income
(v} Additional accruals tor employee related matters

{v) Provision tor surplus space

(v1) Deferred tax liability anising on fair value adpstments

Amendments 1o provisional tar value adjustments comprise

a) Additional provistons against the carrying value of IT software and hardw are
b) Impact on deterred tax asset of amendments to provistonal taiz values

<) Reduction in tar value provision tor potentially doubtful debtors

Of the total Final Goodwill anising £21 3 muthon has been allocated to Parson to reflect the merger of the Encum financial manage-
ment unit with Parson
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contacts for

iInvestors and clients

WWW.Imcgplc.com

Registered office

1Q Fleet Place

London EC4M 7RB
United Kingdom

Tel +44 20 7710 5000
Fax +d44 20 7710 5001

Company number 1000608

Registrar

Capita Regustrars
The Registry
Bournc House

34 Beckenham Road
Beckenham

Kent BR3 4TU
Uneted Kmgdom

Company secretary
Charles Ansley Company Secietary
cansley@megple com

London office +44 20 7710 5000

Addwonally, we encourage sharehold-
ers (o register tor copies of corporate
COMINLINICALLONS ON OUT INvestor rela-
tons website

at www mcgplc com

The Company's corporatc governance
report curporaie governance gude-
hines and terms of reterence of the
Board s« committecs can also he tound

4t www megplc com
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investor relations

The Group welcomes contact with

its sharcholders
Enquiries should be dirccted o

Alan Barber Fvecutive Chairnin
abarber@mcegple com or

Craig Smmuth, Finance Director
chemith@ megple com

London Qffice +44 20 7710 5000

Enquiries and notification concermng
dividends, share certificates or transfers
and address changes should be sent to
the Registrar at the address shown

Financial calendar
Annual General Meeting
Ex-dividend date
Record date

23 Apnl 2008
16 April 2008
18 Apni 2008

Final dividend pavment 14 May 2008

Operational contacts

We welcome clients introduced by
sharcholders  Sharcholders wishing to
provide introductions to potential Chients
should contact Craig Smith (see contact
details above)

Share price information

The Compainy s share price information
can be found at www megple com or
through your broker The share symbol
1s MMC L The Financial Times City
line service also provides this intorma-
tion on 0506 843 4677 (calis charged ar
60p per minute)

Sharehelder services
On-hne services are avanlable to pri-
vate sharcholders To use these faaili-

TIEs VISIE WWW CEPITATCZISUars coim

*Account Enguiry” allows shareholders
to acecss thetr sharcholding on the reg-
tster including transaction history, divi-
dend paymient hustory and up-te-date
share valuation  Amendment of

Standing Data allows shareholders 10 I
change thewr registered postal address :
and add, change or delete dividend i
mandate instructions Certan forms can

be downloaded such as dividend man-

date forms and Stock transfer forms

Should you have any quencs please
contact Capita Registrans helpline on
0OB70 162 3100 overscas +44 200 8639

2157 or emanl swl@capitaregistrars com

Share dealings

A quick and easy share dealing service
15 provided by Capita Share Dealing
Senaces for UK registered certificated
holders to enther buy or s¢ll shares For
further information on this service, or
to buy and sell shares please contact
www capitadeal com (on-line dealing)
or 0870 458 4577 (telephone dealing)
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company advisers

Stockbrokers

Landsbank: Securtties (UK) Lemured
Beaufort House

15 Su Botolph Streei

London EC3A 70QR

Umted Kingdom

Financial adviser

N M Rothschnld & Sons
New Court

St Swathins Lane
London EC4P 4DU
United Kingdom

Commercial bankers
Rarclays Bank PLC

5 The North Colonnade
Canary Wharf

London E14 4BB
United Kingdom

HSBC Bank Plc

Aluus House

I North Fourth Street
Milton Keynes MK9 INE
United Kingdom

Llvyds TSB Bank Plc
25 Gresham Street
London EC2V 7HN
United Kingdom

Auditors

Delowtte & Touche LLP
Hill House

I Lattle New Street
London EC4A 3TR
United Kingdom

investor relations
Martland Linnted

Oron House

5 Upper St Martin s Lane
Londoen WC2H YEA
United Kingdom

Legat adviser

Baker & McKenzie LLP
100 New Bridge Street
London EC4V 6JA
Umted Kingdom
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notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Management Consulung Group PLC will be held
at 2 30pm on 23 Apnl 2008 at the offices ot Baker & McKenzie LLP 100 New Bridge Sueet London, EC4V 6JA for
the undermentioned purposes

Ordinary business

L I -G e

>

To recene and adopt the Directors” report and annual accounts of the Company for the year ended 31
December 2007 together with the auditors report on those accounts and on the auditable parts of the
Directors Remuneration Report

To receive and approve the Directors Remunerauion Repert as set out 1n the report and accounts of the
Company tor the year ended 31 December 2007

To declare the final dividend tor the year ended 31 December 2007 of 0 82 pence per share

To re-appoint Mr S A Ferniss as o director of the Company, who s retiring by rotation

To re-appoint Mr ] P Bolduc as a ducector of the Company who 1s retirmg by rotation

To re-appomt Mr L H Carvalho as a director of the Company who, having been appointed since the last
Annual General Meeting, 1s required to stand down and offer himself for re-appointment

To re-appoint Mr M de Fontenay as a director ot the Company who, having been appomted since the last
Annual General Mecting, 1s required to stand down and offer imself for re-appomntment

To re-appomnt Mr M Wictecha as a director of the Company who, having been appomted since the Last
Annual General Meeting 15 required io stand down and otter himselt for re-appointment

To re-appomt Delotte & Touche LLP as auditors to the Company to hold office from the conclusion of the
mecting until the conclusion of the next Annual General Mectuing and to authonise the directors to deternune

the auditors remunci ation

Special butstniess

To consider and if thought fit, pass the following resolutions Resolutions 10 13 and 14 will cach be proposed as

4 spectal resolution, Resolutions 11 and 12 will each be proposed as an ordinary resolutson

10

710

That the Company be and 15 hereby generally and unconditionally anthonsed tor the purposes of sectuion 166

of the Compamics Act 1985 to make market purchases (within the meanmg of Section 163(3} of the

Compantes Act 1985) of ordinary shares of 25 pence cach in the capital of the Company { ordinary shares }

on such tenns and in such manner as the Directors may from ume to tme determine, and where such shares

are held as treasury shares the company may use them for the purposes set out 1n section 162D of the

Companics Act 1985 ancluding for the purpose of its employee share schemes provided that

(1) the maamum number of ordinary shares hereby authonsed to be purchased <hatl be 32 889,996

(n)  the mimimum price which may be paid tor an ordinary share shall be an amount equal to the nomimnal
value of an ordinary share from ume to tme (exclusive of expenses),

() the maxiimum price which may be paid tor an ordinary share 1s the higher of the amount equal to 105
per cent of the average of the nuddle market quotations for an ordinary share derived from the London
Stock Exchange Daily Official List for the five business days immediately precedimg the day on which
the ordinary shaie 1s contracted to be purchased, and the amount supulated by article 5(1) of the Buy-
back and Stabihsation Regulation 2003 (in cach case exclusive of eapenses) and
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(v)  the authority hereby conterred shall expire at the conclusion of the next Annval General Mecting of the
Company or 22 July 2009, whichever is carhcr, unless such authonty 1s renewed or revoked pnior o such
time, save that the Company may enter into contracts to purchase ordinary shares under the authonty hereby
conferred prior to the expiry of such authonity, which contracts will or may be executed wholly or partly atter

the eapiry of such authority, and may make purchases of cdinary shares pursuant to any such contracts

11 That the rules of the Management Consulting Group 2008 Performance Share Plan (the * PSP ) refenied to i the
Dircctons” Report, and produced in dratt to this meeting and  tor the purpases of whentification initralled by the
Chairman be and arc hereby approved and the Directors be authorised to
(1 make such modifications to the PSP as they may consider appropnate to take account of the requirements of

best practice and for the implementauon of the PSP and 1o aduopt the PSP as o modificd and to do all such
other acts and things as they may consider appropriate to implement the PSP and

{n)  estabhsh further plans based on the PSP but moditied to take eccouns of local fax exchange control or secur-
ties laws 1n overseas territonies  provided that any shares made avalable under such further plans are tre ated

as counting agamst the haits on individdual or overall patucipation 1 the PSP

12 That the US Sub-Plan to the Management Consulting Group PLC 1998 Exccutive Share Option Scheme, tn the
form produced to the meeting and initialled for the purposes ot identification, be and 15 hereby approved and adopt-
ed and the directors ot the Company be authorised o make such amendments as the directors consider appropnate
1o allow the options granted pursuant to the US Sub-Plan to meet or maimtam the requirements for statutory options
as set torth 1n sceuon 422 ot the Internal Revenue Code of 1986 (as amended)

13 That the amended Articles of Assoctation of the Company produced 1o the Mecting and 1mtialled by the Chairman
tor the purpose of wentification as New Articles ‘A be adopted as the articles of association of the Company 1n
substitittion for, and to the exclusion of, the Company « existing articles of association with immediate eftect

[4  That with effect trom 0001 am on | October 2008 the new Articles of Assoctation of the Company adopted pur-
suant to Resolution 12 be amended by the dedetion of article 111 and the msertion of new articles 121 122 and 123
such amendments berng produccd to the Mecting and initialled by the Charman for the purpose of identification as
New Articles B | and all necessary and consequential numbermg amendments be made to the Articles of
Assocation

By order of the Board

Charles Ansley
Compuny Secretary 17 March 2008

Management Consulting Group PLC annual report and accounts 2007 111




notice of Annual General Meeting

(continued)

Notes
(1) An uxphriion of the business of the Annual General Meeting s given i the Directors Repont

(1) A mumber as cititled to appoint another person ss s proxy 10 oxcrcise all ot any of s rights W attend and 1o speak and vote at the Anneal Goeneral
Meeting convened by this notiee . A member may appoint more than one proxy 1 relation to the Annual General Mecting provided that each proxy ts
appennted to cxerise the rights attached 1o 2 different share or shares hedd by ham A proxy necd not also be a member ol the Company

() Adorm of provy s encloscd and 10 be v ahd 10 mast be recervad at the offices of the Cprer Regastrars: Prosaes Department PO Box 25 Beckenhim
Kent BR3 $BR by not less thin 43 haun before the 1tme ippointed for holding the Annual General Meeung  Complenon and return of a form of proxy
will nyt prevent a member from attendmg and sotng at the Annual Gencral Mectung im person if he/she so wishes

(v) CREST membxrs who wish o appomt a proxy or proxies by utihising the CREST clectrone proxy appointnient servive may do o by ubitng the pro-
cedures described 1 the CREST Manual CREST Personal Members ar other CREST spensored members and those CREST members who have
appomtid 4 voung service provider(s) should refor o ther CREST sponsor or voung service provider(s) who will be able to take the appropnate
wuon on their boball 1n order for a proxy appomtment made by means of CRES T 1o be valid, thy appropriate CREST message (4 CRIST Provy
Instrection ) must be properly authenticaied in eccordance wath CRESTCo ~ specifivations and must contain the information required for such instruc-
tions 15 described i the CREST Manual The mossage must be transmitted o as 1o be received by the essuer s agent (10 RA 10) by the Latest umne(s)
tor receipt of proxy appointments specified n the notice of meeting For this purpose the time of receipt will be taken to be the ume (s determmed by
the timustamp apphed 1o the message by the CRTST Applacations Host) from swhich the tsuer s agunt i able o retriew the message by enquiry 1o
CRIST in the manner prescribed by CREST CREST members ind where applicable theirr CREST ~ponsors or voling service providers should note
that CRFSTCo docs not mike availshle special procadures in CRUST for any particular missages Normal sysiem tusungs and hmsanons will there-
fore apply 10 1l won to the mput of CREST Proxy Instructuions 1t s the responsibility of the CREST member concermned to tahe (or of the CREST
member 15 a CREST personat member or spansored member or has appointed a voting service provider(s) to procure that hin CREST sponsor or vot-
1ng ~orvices providirs) take(s)) such action a8 shll b pecessary wensure thua nwss ige 1s rinvmutted by moans of the CREST sysiem by o particalar
tume In this connestion CREST members and where applicable  their CREST sponsors or votmg service providers are reterred i pirticular to thuse
schions of the CREST Manual concorming pracucal hmatations of the CREST sysicms and uungs The Company may treat as invahd a CREST Proxy
Instructaon 1n the crreumst inces set out in Regulatton 35 (5)€a) of the Uncertificated Secunnies Regulations 2ARH

(v} In acordance with Regulaton 41 ot the Uncertificated Secunties Regulations 2001 only those members entered 1n the register of members at 6pm on
21 Apnl 2008 (or m the evunt of any adjournment Gpm on the date which i two davs before the ume of the wjourned mecting) shall be entstled
attend or vote at the Annu il General Mecung m respect of (b number of shares registered 1n (har name 1t that ime Changes to entries on the register
of members after the reley ant time shall be disregarded 1n determiming the nght of anv person to attend and sote a1 the Annual Geoeral Meeting

vy Copies of each director s seniee contriret or letter of appomtment will be asalable for inspecnon at the registered office of the Company during normal
busingss hours on any wechday (preblic holidays «xgepted) from the daie of this noiice unail the conclusion of the Annual Geperyd Mectang and at the
place of the meetmtg for 15 minutes prior to and duning the Annual General Meeting

{vi) A vopy of the drafi tules of the Managemem Censelung Group 2068 Pertormance Shire Plan will be & ailable for inspection at New Bridge Street
Consultants TLP w20 Latke Brtain London B£C TA 7DH dunng normal business hours on any weekday (Saturdavs ind English public holidays except
ed) untl the clowe of the Annual Generat Meeung and at the place of the Annual Gener) Meeting tor at least fifteen munutes prior to and dunng the
Annual General Meeting

(vi1) A copy of the rules of the US sub plan to the Management Consulung Group PUC 1998 Cxecutive Share Option Schemne will be asailable for
inspection at the registered uffice of the Company trom the d ite ol this notice untl the «lose of the Annual General Meeting and at the place of the
Anpual Gene ral Meetng 1or at Teast fifteen manutes prior to and dunng the Annunl Guneral Meotng

(1x) A copy of the artecles of assouiation of the Company marked 1o show the changes proposed by rosolution 17 together with a copy of the revised aricles
of issoviauon and 4 copy of the revised antcles of assoctation mirhed 0 show the changes proposed by resoluilon 14 will be avalable or inspection at
the registered office ot the Company from the date of this notice unul the conclusion of the Annuat Generl Mealing and at the place of the mecting for

fificen minutes prior to and dunog the Annual Guneral Meeting
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(x) As at 6pmoon E4 March (being the [ast busimess day prior to publivation of this notice) the Company’s 1ssued share capital comprised 328 899 961
ordinary shares carry ing one vote «ach Theretore the tatat number of votng nights i the Company as 1t [4 Maich 2008 15 328 3949 964

(a1} Members should note that 1t 1< possible that pursuant 1o requests made by members ot the Company under <527 Compamies Act 2006 ( CA
2K ) the Company may be regwired 1o publish on g website 1 statoment seitint, out any matier i lating o

(ab  the wdu ot the Compiny s awcounts (e buding the wditor's report and the conduct of the wdity th i are to be lad befure the Anoual General
Mceeung or

(b any urcumstances connected wath an audior of the Company ceasing to hold office ~imee the presous meeting at whech the annual weounts 4nd
reports were lad i accordance with <137 CA 2006

The Compny may ot regjuire 1he members rucquestmg any such website public ion to pay its expenses m complying with 55527 or S28 CA
24} Where the Compny 1~ requined to place 4 stitement on a website under 5527 CA 2006t must forw ard the st stement to the Comp iny's
auditor not later than the ime whon it makes the siatument avadable on the website The business whach may b dualt with at the Annual Gonwral
Meeting includes any statement that the Company has been requared to publish on a website under 527 CA 2006

SUMMARY OF THE PRINCIPAL TERMS OF THE MANAGEMENT CONSULTING GROUP 2008 PFRTORMANCE SHARE PLAN (the Plan*)
Operation

The remuneration committee ot the board of direwtors i the Company (the Committee’ } will supersis the operation of the Plan

Eljgibihity

Any employee {including an executive director) of the Company and its subsidianes will be ¢hgible w participate i the Plan at the discretion of the

Commutte
Grant of swards

The Commuttee may grint w irds to acquire ordin iry shares in the Company { Shares ) withun six weeks follow mg the Company’s announcement of
1ts results for anv penod  The Commatiee may abvo grant awards wihin six weeks of shareholder approval of the Plan or at any other tme when the
Comnmuttee consrders thore 2re eXepional crcurmstances whach qusify the granting of awards It i~ intended that thw fimn awards well be made shortiy
following the wdoptiem of the Plan

The Commutiee mav grant awasrds as conditondl shares & il (or aorunaly cost optien with 1 short exercise penod or o torfeutable shares The
Commnttee gy alvo ducrde to grant cash bascd awards of an equvalem value w share based awards or to satisfy ~hare based awards in cash although
15 dues not cuprently intend 10 du so

An award may not be granted more than 14 years atter shareholder approval of the Plan
No payment 1s required for the grant ol an aw ird Awards are not ransferable except on de uh Awards are not pensiwonable
Individual limut

An employee mav not recetve aw ids 1 eny (Enancil year over Shares havang « market value in excess of 100 per cent of his annual bise salary m
that Minanvtal vear Enexcoptional arcumstances such as recrnument or retention ths lima s mereasod to 200 per cemt of 10 employee < annual basc

subary
Purformance conditions
The vesting of awards wilf be subject to performance conditwns <et by the Commitice

The 11014l grant of awards 10 exective directors and centan other sentor exeettives will be subject to a performance condition based on averiee annual
adjusted cmungs per ~hare (* EPS ) growth over a three year performinee period For these purposes  adjusted  EPS will be calculated by excludimg
non reeunag alems amorivation of IktIngibles ind wiher items that the Commitice considuss appropriate
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(continued)

These 1mittal awards will vest as tollows

Areruge annual adjusted EPS growth over the performance period Perventsge of the award that vests

EPS growih of less than 6% p 13

EPS growth equal to 6% p 4 2% j
|

FPS growth equal o or more than 13 % pa L% 1

EPS growth of between 6% - 13% pa Straight-line vesting between 209 and 100%

The targets have been st taking account of infltion but dw not expresslv include RPICPI due 10 the inturnational pature. of the Company ™s work-
foree

Mifferent perform e conditions may be applied to it awards made e certun sctsor exccutives (below main-bord fovel) with divisional
responsiilies to take account of thesr divisionat fowus

The. Camnutee can st different performance condions trom those descnibed above tor tuture awards provided that n the reasonable opinton of
the Commitice the new targets are not menally less challenging in the circumstances than those described abone

The Commutice miy alse vary the porformance conditisms applving 10 exvstiag awards 1l an cvent has oucuited which causes the Comuittee to con
sider that it would be appropriate 1o amend the performance conditions  provided the Comnuttee considers the vaned condiuons are fair and resson
able and sot materally less challeagmg than the organ d conditions woukd have been but for the vont i question

Vesting of awards

Awards normalky vost three vears after grnt to the oatent that the applicable performance conditions (e above) have been satisfied and provided
the parucipant 1s sttll emploved i the Company s group

[ caving vmployment |

As & peneral rule an aw ird will lapse upon a paricipant ceasing o hold employment or be a director within the Company's group  However 1f a

parucipant ceases to be an emploved or a4 director bocnuse of s death injury dissbality neticement hes cmploying company or the busmess lor

which he works bemg ~old out of the Company s group or 1in other cicumstances it the discretion of the Commuttee then his award will vest on the

date when 1t would have vested 1t he had not ceased ~uch cmplovment or office subject to (1) the performance conditions measured at that ume and !
{11} the pro-ratng ot the award by reference W the ume of cossation (rounded up 1o the aext whole year) although she Commultee can decade not to

pro rite an awdrd if 1t Frogards it g mappropriate to do se i the particular cemumstances

Alternatively if 1 pirticipant ceases 10 be an eraplovee or director in the Company » group for one of the "good Jeaver rensons specifid above the
Commutige can decude that s tward will vest when he leaves subject to [ the extent to which the pofonmance conditions have been satisfied by
reference 10 the date of cessatton (or 10 the rea~onable vptmon of the Committee would have been ikely to have been met had the performance
period run s full course) and (u) the pro-ratmg of the award o reflect the reduced penod of tme botween s grant and vesting (rounded up to the
next whole yem) although the Comnuttee ¢ in decide not 10 pro rue an ward f 1t regards (1 ds appropri wte to do se w the particwlar ureum-

saLs
Corparate events

In the event of & 1nkeover or winding vp of the Company (not being an mternat corporite reorganisation 1B awards wall vest carly subjeut 1© () the
extent that the performance wonditions have been s atsfied 1t that nme for 1 the reasonable opanion of the Commitee would have been kel 10
have been met had the performance period run its full coursed  and (1} the pro-raung of the awards w reflect the reduced period of ume between
their grant and vesimg (rounded up to the nearest whole yeard although the Commuttee can dex tde not (o pro rate an award it 1t ey irds 1t Js inap

proprigte to do soin the partiular incumstinces

In the event of an internal corperate reargantsation awards will be replaced by equivalent new awards over shares i a new holding company unless

the Comnuttee decides that awards should vest on the basis whach would apply in the case of o takeuser

I o demerger spectal dividead or viber simutar exvant s propesed which in the opimen of the Commttee would affect the market price of Shares 1o
amaterial extent then the Commitiee may decide that aw irds wil! vest on the brsis which woudd ipply 1 the case of 1 takeover as desnibed ibove
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Participants rights

Auards of conditional shares and options will not confer any sharcholder nights unul the awards have vested or the options have been exeressed and
the participants have recerved their Shares  Halders of awards ot forfenable Shires will have shuacholder rights from when the aw wds are made
except they mav be roquired to waiss, thor nghts to recaive dividends

The Commutie mav decade that participants will recaive a pyyment gn cish wndfor Shares) on or shertly following the vosting of thur awards of an
amount eguiyalent 1o the dividends th i swould have bevn paid on those Shares butweun the ime when the awards waere granted and the time when

they vest This amount mav wsume reinsestment of dividends
Rights attaching to Shares

Any Shares alloited when an awand vests or 15 exercised wiil rank egually with Shares then in issue (wxeept for nghts anising by reforence o a record

date prior to thetr allotinent)
vartation of capital

In the event of uny vamauon of the Company < share capatal or i the event of a demerger pay ment of a special dvidend or simifar event which
materially affects the market price of the Shares the Commuttee may make such adjusiment as it considers appropnate to the number of Shares ~ub-
Juet to n award and/or the exercise prce pry tble (if any)

Oxviralt Plan hnuts
The Plin miy opurate over new 1ssue Shares tre isury Shares or Shares purchased m the market

In 1y ten calundar vear peniod the Company iy 1ol sue (or gran rights o 1ssued more than 12 8 per cont of the 1ssued ordisary shan capital of
the Company under the Plan and 2ny other employee share plan adopted by the Company

Ticasury Shares will count as new issue Shares tor the purposes of these hmuts unless institutional investors decide that they need aot vount

This dilution limat reflects the fact that the Company < key assets are 11« people whose continued tncentivisation and retention are criicad to the
Company’s suceess This fimit sy refleals the 12 8% Lt 1n the exrsting 1998 Option Scheme which was proviously agroed with shrcholders

Alteratiens to the Plan

The Commutive mav at 1ny time amend the Pla i any respeat provided that the prior approval of shireholdors 1s obtuned for any amendments
that arc to the sdvantage of participants i respect of the rulus governing ehgibilty himuts on partiapition the overall hnuts on the tswe of Shares or
the transfur of trasuny Shares the bws for deternunusg a partrapant’s entitlement to amd the torms of the Shares or cash o be suguired and the
adjustment of awards

The requirement to obtan the prior approsal ot sharcholders will not however apply to iny ounor alierapon made to benelit the Wminsstration of
the Plan 10 take account of a change m legislation or 10 obtain oF maimiain favourable tax cxchange cantral or rogulatory treatment fur parucipants
or fur any company in the Company's group  Shareholder approval will aho not be required for any amendments to any performance condition

applying to a award
Oherseas Plans

The ~harehalder resolution t approve the Plan wall atlow the Board 10 csiablish further plans for ovorseas tenitones iy such plan to be sumilar
the Plan but modified to take account of local tex exchange control or secunities laws provided that any Shares made wailable under such further
plans are reated as counting against the hmets on indivdual nd overall particapation sn the Plan
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(continued)

The Plan includes o schedule which provides for the grant of tre-qualified conditional awards to parttapants in France of awards are granted
under the schedule Asandicated above anv Shares made avarlable undes this French sehedule will count agannst the imits on individual and

overall particapanion 1n the Plan

Although the princip il terms of the Plan will apply 1o v awtrds granted under the French ~chedule certain modifications are reguired o com-

ply with the requirements of Trench t1x md socnl seeunity contributions legsslaten: The mun medifications are summinresed below

. particapants will be reguired w hold thear Shares for a turnther two vears after the vesuing date of thar conditional awards wxeept m

case of de 1th and Disability oy defined under French law
. participants will not be permetied to sell their Shares duning certam Closd Penods, as defined 1n French Liw

v there may be no acceleration of vesting tor good leavers  (as defined above) where  that would infringe the requirement for a two-
vear sesting period other than in the vase ot death oF Disability a~ defined undor French 1w

. certamn cmployees who are ‘managing dircctors  under Fronch law may be required to moian thoir Shares whibst they hold ther

mAagagimg positions and

. dividend equivalents deseribed 1n the parsgraph headed  Participanes” rights  above may not accerue on aw rds under the French
whedule

Normally the Shares acquired by a partiagant on the vesang of an Award under the Froach schodule widl be held in o nommation account in the
name of the participans untd thur sale

1t 15 intended that awards granted under the French whedute would qualify for tax and ~octal secunty contnbutions approved treatime it under

the French tax ~ocial security contnbutions legislations
FAPLANATORY NOTLES OF PRINCIPAL CHHANGTS TO THE COMPANY'S ARTICLES OF ASSOCIATION
1) Artales that Duplwate Statutory Provisions

Provisions in the curent articles of association (the "Current Arucles™) which duplicate provisons contained m the Companies Ac 2006
1re 1n the man 1o be amended 1o bring them into hne wah the Companies At 206 Cortan waamples of such prosisions mulude regula-
tms 15 e the form of resolutons the vanatien ot class nights the requirement te keep weountng recerds and proviswons reganding the

pertod of notce required to convene general mectngs The main changes made 1o teilect this approach are detmled below
n)  Form of Resolution

The Current Articdes contain provisrons that specifically reyuire extraordinary roselunons Thuse proysions ane cemueyved/amendud in the
new anicles of assoctation {the ' New Articles™) as the concept ot oxtraordiniry resolutions has not been retaned under the Compinies Axt
2006

uy  Vanatior ot Class Rights

The Current Articlus contiin provisions reg mding the varstion of dass nghts The procecdings and specific yuorum reguirements tor s
meeting, convened to vary «fass nights ire cont ined m the Comparues 4ct 2006 The relevant provisions have therefore been amended

accardengly m the Now Articles
v} Convemng Generib Mectings

The provisiens in the Current Articlos dealing with the convening of general meehings and the length of notce required to convene general
meetings are buing ameaded to conform to new provisians in the Compames Act 2006 In partcular 4 general meelng to convder 1 spe-

c1a! re~ddution can be convened on 13 davs notice whereas proviously 21 das <! notice was requined
v) Votes of Mcmbers

Under the Companies Act 20806 proxtes tre enutled to svote on a show of hands whereas under the Cusrent Articles proxacs are only am
tled 1o vote on a poll Muluiple proxies may be appointed provided that each proxy s apponted o exercise the nghts attached (o a dafferem
share held by the sharcholder Muluple corperate representatines may be appotnied The New Articles reflect these provisions
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Vi)

Vi)

L)

1x)

(Y]

ul

Age of Directors on Appointment

The Current Articles contun a provision requinng o director's age 1o be disclosed 1t he has attaened the age of 70 years or more in the notice
vonvening a meetmyg at which the director 1s proposed 1o be elected or re-clected Such provision could now contranene ot the Employment
Lyualiy {Agdd Rogulatrons 2006 and so has boen romoved from the Now Artcdes

Conflicts of Tnkcrest

The Comipariies Act 2006 <ets out director' general duties which largetv codify the cxisuag 1w bue with some changes Undur the Companies
Aut 2006 trom 1 Outober 2008 1 director must avord o situation where he has or can have & direet or indirect interest that confhicts or possbly
m oy conflict with the comp iny's interests The equirement 15 vory bro W and could apply 1o cxample o g director becomes a directer ol
anuther company or a trustee ot another organisatton. The Companie s Act 2006 allows directors of public compaiuies to suthoerise conflicts wnd
potenial contlicts where appropriate, where the anicles of assoctation comam & prosisiomn o this Cftecr The Companues Act 2006 also allows
the articles of 1sso0men w cont wn other provisions tor dealing with directors’ conflicss of interest to avord a bre wh of duty The New Articles
give the disccturs aathoriy to approve such siutons and to mdude other provisions te atlow contlicts of interest to be denlt wath g similar
wdy te the curment posiion

There are sategu irds which will apply when directors decide whether o authorse a condlict or potents d vonfls First only direcion who have
no nterest en the matter being considered wall be able to take the relevant decivion and secondly 1 taling the deviston the dircctors must act in
away they comadr 1 good fath wall be most hhely o promote the company » suceess The directors will by able o mpose linnts or condi

tens when giving authorisatien it they think this 15 approprinte

Tt 1n also proposed that the New Arles should contun provisions telating w confidenual intormation atendance at board meetings and avail-
thiliy of bord papers tw protect o director bung in breach of duty i a conflict of interest or potenti o conflict of mterest anses These prove
stons will unly apply where the posiiior giving nse 1o the potentn] vonfhict bis previousty been authonsed by the direciors

Notice ot Board Meetings

Under the New Articles a dircetor absent or intending 1o be absent from the United Kingdom may request that notices of board meetings during
s absence be sent 1o him i hard copy torm or by dleetrone means 1o an address or dectmaue wddress given by lom o the Company for tha
purpose §f ne request s made (andfor f no such non Unied Kingdom address 1s given) s s nol necess 1y o give notice of a board meetag to a
dircctor who 1s absent from the United Kingdom

Flectremc and Wo b Communi ations

Provissons of the Companics Act 2006 which came mnte force in January 2007 enahle compamies o commuiele with members by cleckronie
and/or website communic sms The New Artickes continue {0 allow commumcations to members in electronic form and e addiion they also
pernut the Company to take advatage ot the new provisions relaung to website commumications Betore the Companv wan communicate with a
member by me s ol website commumation the relevant member must be asked individually by the Company 10 agree that the Company may
send or supply documents or intformation to him by means of a website and the Company must either have revened a positive response or have
received no response within the pertod of 28 day s beginnuing with the date on which tht reguest was sent The Company will notily the member
(etther n wnung ot by other pormitied means) when « relesant document or informanon s placed on the website and a member can alw 138
reyuest a hard copy serswon of the docurient or intormauon

Pirectors Indommnities and Loans o Fund Exponditure

The Compantes Act 2006 has in sume arcas widened the scope of the pewers of a company o wndemasfs dircetors and 1w fund e xpundinese
incurred 10 connedtion with certain actions aganst directors [n particular a company that v a trustee 01 an e upational pension scheme can
now deminfy 2 director against hability incurmed i conrection with the company's actes ties as trustee of the «Cheme In addition the cxisting
uxempuion allowang 1 company © provide money {or the purpose of funding a drector s defence i court proceedings now exprossly Lovers g
ulatory procecdings ind applies 10 assoc it d comp wnies

General

Generally the opportunity has been taken to danty certain provisions of the New Arucles
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