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RM at a glance

our company

our vision

The RM Group is a leading provider of educational products and
services to schools, colleges & universities, local government and
central government education departments & agencies Founded
in 1973, RM works closely with educationalists to use new
products, processes and technology to improve teaching and
learmning and 15 recognised as a leading innovater 1n educational
ICT (nformation and communicabions technology)

RM is about impraving the life chances of pacple — warldwide -
by delivening outstanding educational products and services
that help teachers to teach and learners to leam

N00% focused on education

Where education and technology meet

Locat authorities

Government departments and agencies

Echools, colleges, universities

Description of acivties

Group busingsses.

Learning technologles

ICT infrastructure, software and services

for education establishments -

learning platforms, computer systems,
connectivity, networking software, and support

RM Education
Sentinel

Assessment and data services

Process management and outsourcing
of educational testing and examinations,
education data analysis services

~

RM Education
FONVLIS
SERAP

Education management systems

Software to support management and
administratien of schools and local authority
educaticn departments

School Management Solutions
CAZ Software
RM Asia Pacific

Education rescurces

Curnculum-focused products that make
classroom learning fun, motivational and effective

AM Education

RM Education Software In¢
3T Productions

TTS

DACTA

MES

SnaceKraft

Softease
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Providing
superb
educational
productsand
SErvices

Education is RM’s business. Providing products

and services that make a real difference for learners
and teachers is at the heart of everything we do -
and it has been for 30 years.
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Personalising learning

working with long-term hargware partner Asustek, we've
Introduced the revolutionary RM Asus miniBook The miniBook
offers fully-featured Internet computing and - at £169 - makes
one-per-pupll computing affordable for many schools

It's Just the latest example of how we constantly ook to take
the most innovative technology and then make 1t work well
In the challenging classroom environmerit

Helping schools run their businesses

we've always provided the software and services at the heart
of schools’ classroom ICT systems Now, as schools increasingly
look to ICT to help transform the processes at the heart of
education, we're providing scftware for that as weli

Learning platforms - which support communication, collaboration
and educational workflow between learners, teachers, parents
and educational administrators — will be part of the fabric of
future schools With projects like Glow, we're at the forefront

of nnovation
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Delivering
SUCCESS for
our customers
—NOwW and

N the future

Our customers have always looked to us to make
sophisticated technology work for them. Increasingly,
they're asking us to take on some of the responsibility
of delivering educational outcomes as well.




belivenng educational qualifications

In 2007 we completed four years of work with the South
Yorkshire eLearming Partnership As well as prowiding managed
ICT services, RM also took responsibility for delivenng measurable
educational mprovements. The result? More than 18,000 citizens
in Barnsley, Doncaster, Rotherham and Sheffield receved ICT
gualifications - a significant benefit to skills in the local economy

Customer success

We started measuring customer sagsfaction in 2002 because
we wanted to ensure that our products and services were as
straightforward and usable as our customers need them to be
Our externally-reviewed customer satisfaction score has
increased every year since then

Customer satisfaction 1 only one measure of how useful

our preducts and services really are We also work closely with
our customers to understand what we're doing to help them
achieve educational success - and to implement their ideas
for new products and services
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Developing
puSINESSeS
that build

our competitive
advantages

Three core characteristics underpin our success —
education focus, technical capability and relative
scale. It's a winning combination — in our chosen
market areas no one else offers such a strong set
of competitive advantages.




Four focus areas
Our aim 15 to builld profitable and stable businesses that fit wel
with — and reinforce ~ our combination of competitive advantages

we focus on four areas - Learning Technologles, Assessment
and Data Services, Education Management Systems and
Education Resources Together they make for a diverse -
and complemeniary - set of education-focused businesses

BSF

BSF (Bullding Schools for the Future) s a great example of where
our competitive advantages work together tocat authorities are
looking for a strategic partner who understands how technology
contributes to transforming education, and who can deliver
sophisticated, mult-year, mutt-million-pound contracts

we're establishing a posttion as market leader — well over
one-third of ICT contracts awarded so far have come to us.

And a typical BSF project will draw intellectual property, products
and services from more than one of our business areas
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Beinga:
responsiole
busINess

Our customers, employees and the communities

In which we operate expect the highest standards of
behaviour from us. It's good business sense to deliver
them — over the long-term, satisfied customers and
employees are the best guarantee of delivering
superior returns for our shareholders.
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Looking after the envirgpnment

Cur actvities Impact the environment i1 two significant ways -
our own use of power, and the electncity used by the products
we supply to customers In 2007 we set — and beat — targets

i both of these areas

Cur ecoquiet® PC range 15 setting the pace for low-energy
computers We can go much further though we've set
ourselves the objective of developing a PC that consumes
less than 50 watts by 2009 = which will be a four-fold
reduction In power consumption over five years

A great place to work

The best people can choose their employers — and we aim
to be a place where peaple want to come to work We want
{0 satisfy our people’s desire to make a difference - to our
customers and to the communities where we operate -

as well as offering fulfiling professionat challenges.

Employee satisfaction 1s one of our most important measures
and in 2007 we again exceeded the target we set for ourselves
Our annual company survey showed that our people scored
us ahead of comparable companies in 32 out of 34 categories
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Highlights

Year ¢ 30 September 2007

2006

Revenue £270.9m £262 3m
Profit before tax (before amortisation

of acquisition related intangible assets

and exceptional pension credit) £15.5m £14.6m
Profit before tax £18.4m £14 5m
Diluted EPS {(before amortisation

of acquisition related intangible assets

and exceptional pension credit) 12.3p 11 5p
Diluted EPS 14.5p 11 5p
Dividend per share (proposed and paid) 5.49p 517p
Net funds less deferred consideration £27.4m £28.5m
committed revenues £330.0m £240 Om
Customer satisfaction (on a scale of zero to ten) 7.64 7.4
Employee satisfaction 74.6% 73 2%
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Chairman’s statement

Dear Shareholder,

| am pleased to be reporting
another year of good results

for RM" profit has Iincreased,
committed revenues have grown
strongly, customer satisfaction has
increased; and the Group’s strategic
development continues to move
forward RM Is an increasingly
diverse group of businesses,
each supporting education and
each making a real contribution
to teaching and learning

Results

Profit before tax (before exceptional pension credit and
amortisation of acquisition related intangibles) increased 6%

to £15 5m (2006 £14 6m} - a strong performance i a year when
we also continued to invest In the strategic development of the
Group by bidding for projects and by accelerating investment

In new product development

The Group’s customer satisfaction score, our key non-financiat
measure, ncreased further 10 7 64 (2006 7 41)

RM's dividend has increased or been mantamed at the same
level every yaar since the Group floated in 1994 and, reflecting
our continued good progress and the Board's confidence in the
Group's future, the Board 1s recommending a further increase
this year A proposed final dvidend of 4 30p will Increase the
fuii-year divigena by 6 2% t0 5 49p (2006 517p)

BSF

The Government's BSF (Buiiding SChools for the Future) programme,
which aims to renew every secondary school in England, will set
the shape of the secondary schocl ICT market for at least the
next ten to fifteen years In its early years, its contribution to the

John Leighfield
Chairman

Group's revenue and profit will be modest, and idding for BSF
contracts will consume substantial management time and Group
resource However, In the longer term, BSF will be a key driver

of the Group's growth

we are making excellent progress. in 2007 five out of ning local

authorities who made a decision on BSF contracts chose RM

as their ICT supplier - well ahead of our target and our hustonical
market share This level of success clearly estabhishes RM as the
market leader and provides a high level of committed revenues
to be delverad over the next decade

Board

Since the end of the year, having completed three terms as an
Independent Non-Executive Director, Sherry Coutu has retired
from the Board Sherry's energy and entrepreneurial spirnt, as
well as her experience In marty areas of business development,
have been much valued by her colleagues and we wall miss her
On behalf of everyone at RM, 1 would like to thank Sherry for
her significant contnibution to the Group's development

| am pleased that she will continue to provide nsight and
advice as a member of our Education Adwvisory Council

People

It 15 great news for the Group that, n cur annual staff survey,
overall employee satisfaction has increased again this year
As always, our success is a direct result of the talent and
commitment of the people who choose to work here it 1s
personaily inspinng for me to work with a team that shares
a deep commutment to getting things nght for our customers
and making a difference to education

Strategy

Ouy strategy remains to develap profitable businesses which
build ¢n and reinforce our competitive advantages of education
focus, techrnical ability and refative scale In looking at how we
should address the future, we have identified four key areas
(Learning Technologies, Assessment and Data Services, EGucation
Resources and Education Management Systems) and structured
the Group to provide focus for each of them This approach 1S
working welt and we have made good progress in each area

Looking ahead

Last year the Board set four priories for the Group building
on our POosItion to become the leading provider of ICT to the
BSF programme, establishing cur newer business areas, further
enhancing our position N the ndwvidual schools market, and
helping our customers achieve success In 2008, our priorities
remain largely the same, though in each case we are buillding
from a significantly stronger starting point

Most importantly of al, it will be our ability to help our customers
achieve thewr success In providing education that will drive
prosperty for the Group A typrcal example of this 1s the work we
are doing with Education Leeds, where we are taking a high level
of responsibility for delivering real educational transformation
across a local authornity — pupils in Leeds depend on us, in part,
for therr personal success This 1s the sort of challenge we relish -
and one to whuch we are well-equipped to nse

John Leighfield
19 Novernber 2007
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Qur business

RM provides innovative products
and services for educational
establishments and the broader
education service

Focusing at the point where educauon and technology meet,

RM develops products, processes and technology which improve
educational delivery and educational management Its activities
cluster around four focus aréas

« Learning Technologies — reliable and cost-effective ICT
infrastruciure, sofiware and services — including learning
platforms, computer systems, connectivity, networking software
and support services - for schools, colleges and universities

» Assessment and Data Services - process management and
outsourcing of educational testing and examinations, data analysts
services for teachers, education managers and policy makers

» Education Managerent Systems - software systems which
support the day-to-day management and administration
of schools and local authority education departments

» Education Resources and Software - curriculum-focused
products designed to make classroom learning fun,
motivational and effective

RM s structured as a group of operating companies, each

with specific knowledge, skills and experience In larger projects,
these operating companies typically work together to provide

a broad, rich and educationally useful solution

our strategy building sustainable competitive advantage
RM has identified a clear and distinctive set of competitive
advantages technical capability, education focus and relative
scale tn combination, these competitive advantages make

RM uniguely well-gualfied 10 address existing and emerging
opportunities avatable in the educational ICT market - both

in the UK and internationally

« Technical capabiity RM employs over 400 people in research
& development roles, the Grougp is also an active recruiter
of technical graduates In-depth training and development
15 provided for all technical staff The Group seeks to engage
In projects that will engage and motwvate the very brightest
techmical minds

« Education focus A significant number of RM's staff have
previously worked in the education service as teachers,
advisers or ICT specialists All of the Group’s people arg
encouwraged to engage with local schools and learn
more about education

«Relative scale RM has the scale to deliver the large and
complex projects that are Increasingly a feature of the
education market
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Business review
Operations

In 2007, we established ourselves
as the leading ICT supplier to

the Government’s BSF (Building
Schools for the Future) programme,
winning five of the nine contracts
announced In the year We've also
made good progress In all four
of our focus areas, seen further
strong growth in committed
revenues, and achieved further
INncreases in both customer

and employee satisfaction.

Context

RM 15 wholly focused on the education market, we believe that
the opportunities avarlable in this market provide scope for stable
and profitable growth with four separate focus areas and a
growing international presence, RM is a diverse and exciting
group of businesses

In the UK, the Government's Comprehensive Spending Review,
announced in October, reinforced education as a central public
prionty In the UK Total education spending wiit Increase - in real
terms - by 2 8% year-on-year in the next three government years
Looking further ahead, the Office of National Statistics forecasts
that the population of school-age children, which has been
declining In recent years, will start to grow again from 2010

Results
Resulits ror the year were In line with expectations and fully met
the Board’s targets

Group revenue increased to £270 $m (2006 £262 3m)

Profit before tax was £18 4m (2006 £14 5m), this includes an
exceptional credit of £3 5m related to a reduction in the Group's
pension deficit Profit before tax before this exceptional credit and
before amortisation of acquisition related ntangible assets was
up 6% to £15 5m (2006 £14 &m) This profit 1S after expensing

BSF bid costs of £3 6m (2006 £3 8my)

At 30 September 2007, net funds less deferred consideration
were £27 4m (2006 £28 sm) Cash outflows in the year included
a special pension payment of £2m, acquisitions of £4 5m and
dividend payments of £4 8m

RM's externally-reviewed customer satistaction score, which has
increased year-on-year since we started measuning it in FY2002,
increased further to 7 64 (on a scale of zero to ten, 2006 7 41)
The Group's overall employee satisfaction score for the year
was 74 6% (2006 73 2%}, the third year of improvement

Committed revenues {order book, deferred revenues and
projects at preferred bidder stage) at 30 September 2007 were
£330m (30 Septermber 2006 £240m, September 2002 £100m),
demonstrating the progress we have made In IMmproving
visibility of future business

Learning Technologies

RM Community Connect® 15 a central part of the ICT infrastructure
we supply both to individual schools and to large education projects,
and (s the most widely used network managerment system in UK
schogls During 2007, we introduced a range of upgrades designed
to support Microsoft® Windows® vista™ and ‘thin-client” computing
However, the majority of our development actmity in this area was
focused on the ntroduction of Community Connect 4 a major
new release, which we anticipate will drive addittonal sales
volume i FY2008

Against a recent downward trend, PC sales increased during 2007,
benefiting from the Government’s Computers for Pupils (CfP}
scheme which provides direct funding to provide home access

to PC hardware for disadvantaged pupils RM 15 working with over
20 local authorities, including London Grid for Learning, where

we provide 3G mohile filiered Internet connectivity and other
manufacturers’ PCs, as well as a range of RM hardware products
Increastngly, PC supply 1s about addressing complex operationgl
and logistical 1ssues in educational environments sometfung

RM 1s very well qualfied to do

Our ecoquiet® range of low-power PCs has performed very well
this year, significantly exceeding the sales target we set for it
We also continue 10 develop our PC hardware range and have
recently ntroduced the revoluiionary RM Asus miniBook

The miniBook offers full network computing facilities at prices
starting at £169, which I1s a breakthrough n achieving 11

pupll computer ratios RM has exclusive UK education rghts

to the product, which has been extremely well recewed by
commentators and educationalists

We have commented over a number of years on the Increasing
importance of tearning platforms to schools Learning platforms
are sophisticated information systems that support teachung
and learring processes, and facilitate communication and
coltaboration between teachers, learners and parents/carers
Through the Glow project in Scotiand, RM is a leading provider
of this kind of system Glow contmues to go well, completing
acceptance tests during the year and being fully launched

at the Scottish Learnming Festival In September Our target

for FY2008 1s successful large-scale deployment

we've alse made good progress i building an installed base of
learming platforms in English focal authorities - both through our
BSF activities and through direct sales Qver the next two years
establishing a position as one the major suppliers of learning
platforms 1s extremely important to RM During 2007, we have
significantly increased investment in product development

to ensure that Kaleidos®, RM's learruing platform, 1s the market-
leading product
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BUSINESS review
Operations continued

BSF

BSF, a ten to fifteen year programme to renew all secondary
schools mn England, will transform the secondary school ICT
market and 1s a massive long-term growth opportunity for RM
Of the £45bn central government and local authonty funding
allocated to the programme, ¢ £5bn will be spent directly on
ICT, in addition, schools will add to this from their own budgets
BSF will result in the market mowing to long-term managed

ICT service contracts

BSF offers significant cpportunity in addition to the intal projects
ICT suppliers who are selected for BSF contracts are well-placed
to win additronal business in the form of contract extensions,
future BSF waves in the same local authorities, and addihonal ICT
business from the BSF schools Taken together, these additional
business opportunities represent a larger potential market than
the initial contracts themselves, with success entirely dependent
on enswring long-term happy customers

RM 15 emerging as the clear BSF ICT market teader during 2007,
we won five out of the mine projects where decisions were made,
and, in total, we have won seven out of eighteen projects
awarded BSF projects now account for over £70m of the Group’s
committed future revenues

We ntend to build on our early lead In the BSF programme
FY2008 1s a very big year for project decisions and we have
increased our bid cost budget for the year to ¢ £4 3m

Education Resources general curriculum resources

We entered the general education resources market in 2004
with the acquisition of TTS Group General curriculum resources
IS an attractive business for RM, offering both synergies

{a common customer base, similar requirement for education
domain knowtedge and schocl-focused systems and processes)
and access to a different part of a school’s budget

Since the acquisition of TTS Group, we've achieved significant
growth In this area — both organically and through further
acquisition, w 2007, ravenues were in excess Of £20m Organic
growth has included introduction of new catalogues, development
of own brand products, including Electric Education products
such as BeeBot, Increased online trading, and the development
of special Direct, 2 special educational needs (SEN) business

In 2008 we anticipate further growth, driven by recent acguisitions
and by the recently-won Tesce Sport for Schools and Clubs contract

« DACTA, which we acquired for a net cost of £3 8m in May 2007,
IS a specialist distnibutor of branded products to education
establishments DACTA holds exclusive European educational
distribution nights for a number of high-profile brands, ncluding
LEGO, LEGO's nteractive products are widely used by schools for
teaching ICT and Craft, Design & Technology DACTA alse provides
the Group with access to a Europe-wide network of education
dealers, which ¢an act as a channel for other Group products

« Spacekraft, which we acquired for a net cost of £4 4m in October
2007, after year-end, has two mam areas of activity it1sa
catalogue-based supplier of differentiated SEN and early years
products, which will bring further scalg to our existing SEN
actvty, and also designs and installs sophisticated ‘sensory
ervironments’ and soft play rooms, which are used to provide
multi-sensory stimulation for SEN pupils, and which are often
specified as part of BSF programmes

= Tascq Sport for Schoels and Clubs 1s a voucher-hased scheme,
through which Tesco shoppers collect vouchers that can be
exchanged by schools and sports ¢lubs for sports equipment
The contract, which complements our existing Tesco Computers
for Schools contract, was won aganst strong competition from
the existing supplier, demonstrating that the Group 1s now
firmly established as one of the UXK’s leading education
resources suppliers

Education Resources education software

As we have previously reported, education software has been

a difficult market In the UK for some years, consequently, it has
not been a hugh mnvestment prionty for RM There are now reasons
to anticipate improvement the suspension of BBC jam removed
a threat from the market, the growing use of tearning platform
software Increases the need for online leaming materials, and
the move towards 1 1 pupil computer ratios 15 ikely to result

in gnline materals replacing textbooks We are concentrating
our development activities In the emerging, high potential areas
of content generation and Web 2 0 creativity and collaboration

RM Is emerging as the clear BSF
ICT market leader during 2007,
we won five out of the nine
projects where decisions were
made, and, in total, we have
won seven out of eighteen
projects awarded.
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Increasingly, our education software products are designed

and developed for the internationat ~ and particularly the North
American — market In FY2007, our US subsidiary, RM Educational
Software Inc had a very successful year, with revenue doubling
we antricipate further revenue growth mn the US in FY2008

Assessment and Data Services

Over the last three years we have been working with exarmination
boards and providers of qualfications to use ICT to transform -
and In some cases ogutsource - the processes betund testing,
examination and assessment

On-screen marking 15 Increasingly becoming mainstream and,
during 2007, we were appointed by Cambridge Assessment
(Europe’s largest assessment agency) as their long-term, strategic
supplier of outsourced on-screen marking services This contract
15 Ikely to be worth in excess of £21m over five years and 1s an
excellent platform for developing further this part of the Group's
husiness we atready have pilots in place with a number of other
examination boards and qualification providers

We are also working with AQA, one of the UK's three leading
examination boards, to develop on-screen testing which allows
learners to take tests using computers

The UK increasingly uses detailed pupil performance and
assessment data to drive educational improvement Through the
acquisition of Forvus in July 2003, RM became a major provider

of data collection, collation, analysis and presentation services
for schools, local authorities and central government In particular,
we are responsible for providing data for the annual school
performance tables in England The acquisition of SERAP during
2007 reinferces our position In this market, bringing two key
providers of these services together in the RM Group

Education Management Systems

As we have previously reported, the development and market
deployment of Integniss2, our innovative, Web-delivered school
management platform, 1s the major activity in our Education
Management Systems business The primary school version
of ths software 1s now complete, with the secondary school
and Welsh and Australian verstons still in development During
the year we have secured further local authority contract wins
and the software 1s included in a number of our BSF proposals
and projects

We are currently bidding for a contract In the State of Victona
n Australia, where we already provide school management
software The contract is to provide an educational intranet

of similar scale to Glow and with similar technical development
requirernents Our proposed solution builds on the Group's
unique expertise in this area RM does not usually provide
information about projects still In id phase, however, In

this case, we think our ability to compete for this king of
business 15 a clear demonstiation of the Group's capabilities
and growng international presence

customers

Customer satisfaction, the Group’s mest important non-financal
measure, has Increased year-on-year since we started measurng
it in 2002

After two years of being selected as finalists in the HDI (Help Desk
Institute) annual awards, this year we won the 2007 Support Team
Excellence Award, we have also been selected as finalists in the
2007 National Customer Service awards. We believe that achleving
consistently high levels of customer satisfaction is one of the
most effective ways of delivermg long-term success for our
shareholders, these awards demonstrate the very high standard
of customer service we are delivering

Prospects

As we always say at the time of our preliminary results statement,
It 15 t00 early n the year to give any meaningful outiook for FY2008
as a whole RM 15 a seasonal business, with the majonty of
revenue and profit occurring n the second half However, the
substantial year-on-year increase In committed revenues clearly
shows that the wisibiity of RM's future business 1s much improved

BSF remamns the single most impartant driver of the Group’s
future success By any measure, we've had an excellent year for
project wins In FY2007 and have s&t our future project win rate
(by value) target higher as a resuli BSF 1S a leng-term investment
case — longer than many others in the software and computer
services sector The projects won in FY2007 will not significantly
impact revenues and profits before FY2009/10, whilst bidding
costs for these projects have already been expensed However,
with the projects we have already won and those we expect {0
win over the next few years, we anticipate the profit contribution
from BSF will exceed tid costs in Fy2010

Each of our focus areas 1s progressing well Learming Technologies
has an extremely strang set of innovative oroducts covering alt

of the important areas ¢f schools iCT infrastructure, Education
Resources has now reached significant scale, Assessment and
Data Services has moved from piloting and exploration to delivering
mainstream outsourced exammation services, and Education
Managemenit Systems 1s reaching the end of a penod of Investrment
in product development

RM 15 a group of businesses wholly focused on education
With consistent education spending growth — both in the UK
and across the world —we're aming for growth
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BUSINESS review
Responsible business

RM was founded in 1973 by

Mike Fischer and Mike O'Regan
on the principle that long-term
business success 1s best achieved
by delivering benefits for all
stakeholders employees and

the broader community, as well
as customers.

It 1s RM’s policy to communicate openly about its business
practices and to be accountable for its actions. The Group ams o
mairttain the highest ethical standards in our business behaviour
and behave responsibly towards the communities in which we
operate and which we serve

People

RM aims to mvolve and engage all employees in the development
of the Group, to ensure that all of our people benefit from the
Group's success, and to provide everyone who works here with
opportunities for growth

An open communications pobcy means that RM's people have
access to the informatian they need to understand the Group’s
activities and the part they are expected to play An annual
‘Company Brief', which 15 available to all staff, sets out performance
In the previous year and cbjectives for the future Monthly
‘Management Brief sessions are used to provide managers
with key business information, which is then cascaded throughaout
the orgamisation RM1, a Group-wide intranet, provides business
updates and information as they happen and also includes

a 'CEQ Blog', n which Tim Pearson writes about key 1ssues

for the business

Vision values
RM 15 about iImproving s Customer Success

the Iife chances of people - « High Standards

worldwide - by delivering + [Mnovation & Improvement
outstanding education * 0penness

products and services that + Respect for Others

help teachers to teach and + Enjoying Ourselves

learners to learn

Employees share in the Group's success through an element

of performance-related pay and through the allocation of shares
under the RM Siaff Share Scheme Performance-related pay

15 influenced by non-financial performance indicators, such as
customer satisfaction, in addition to financial measures Share
option schemes and a long-term incentive plan (the RM Co-
Investment Plan} are an important factor In recruiting, retaning
angd motivating senior staff

RM's annual staff survey measures the attitudes and satisfaction
of peaple across the Group, overall employee satisfaction has
increased each year since the survey started in 2003 The most
recent survey, performed in July 2007, showed an overall employee
satisfaction rating of 74 6% (2006 73 2%) RM scored shead -
dramaticaily ahead in many cases — of a benchmark score
{based on comparable companies) in 32 out of 34 categories

The staff survey 1s shared with all of our people and used to
identify important areas of improvement For example, last
year's survey identified a clear need to improve training and
development In some areas, this has been addressed curnng
2007 and this year's survey showed significant improvernent
with staff now scoring us ahead of the benchmark

Playing a part in the broader educational community
RM endeavours to play a part In the broader educational
community, as well as serving our direct customers We maintain
strong retationstups with educationalists, education policy
makers, relevant non-gepartmental public bodies and trade
associations This engagement takes the form of direct
personal contact, formal surveys and detaled research

We are fortunate to have two of the UK's most respected
educationalists — Sir Mike Tomlinson and Professor Tim Brighause —
as members of the RM Board As well as providing valuable

nput to the Board's strategic thinking, Mike and Tim also sit

on the Group's Education Adwisory Counci! (EAC), along with

RM Founders, Mike Fischer and Mike O’Regan, and former
Non-Executive Director, Sherry Coutu The EAC brings together
leading educational thinkers and senior RM staff, providing a
mechanism for bringing current educational thinking into RM

RM 1s an active member of - and participant in - relevant

trade associations Several of RM'S senior managers serve on
the Executive Council of BESA (the British Educational Suppliers
Association) and an RM representative 15 currently Chairman of
the Association RM s also represented on the Board of Inteilect
(the trade association for the UK technology incustry) and chairs
Inteliect’s Education Working Group The Group was a founding
member of the 21st Century Learning Alliance, a group comprising
policy makers and suppliers which aims to encourage the
effective use of technology mn learning

Wherever possible, we also engage with relevant government
departments and agencies. uring 2007, Tim Pearson represented
RM on the Department for Children Schools and Families ‘Home
Access Taskforce' - a high-level Group, chaired by a Government
Mrnister, convened to consider how best to address ‘digital divide’
1ssues amongst disadvantaged school pupils Group staff also
participated In a range of events hosted by Becta {the government
agency tasked with improving the use of ICT In education)
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RM's Tim Pearson and
Tesco's Terry Leahy
plant a tree

For every ecoguiet PC
supplied by the Tesco
Computers for $chools
Initiative, £5 was donated
to the Woodland Trust

RM will only be able to deliver educationally effective products
and services If the Group's people genuinely understand the
needs, challenges and aspirations in the educational community
we supply All of our people are encouraged to increase and
improve their knowledge of our customers’ needs Many staff
have specific objectives tc spend time in schools with teachers
and puplls, and all staff are encouraged to serve as School
Governars Through the RM Education Lecture programme,

we also invite leading experts 10 address a wide cross-section
of our people on important educational 1Issues

Green RM

The Government’s ‘Sustainable Schools” Initiative has reinforced
an already strong concern with environmental 1ssues amongst
our customers Green I1ssues are also something that our people
have consistently told us they are concerned about In 2005,

we established the Green RM team, a group of committed
employees with a passion for Improving RM's environmental
performance Through their actions, we have made significant
progress N addressing the Group's envircnmental impact

A number of measures introduced duning 2007, ncluding server
virtualisation in our data centres and the introduction of smart
lighting systems in our production facility, have altowed us to
reduce electrnicity consumption in our Abingdon headquarters
by 14% (beating our target of 8%) We have also switched to
using ‘green energy’ Our ‘Green Week' saw a senes of energy
awareness Intiatives, in particular many of our people used

an ‘energy-bike’ to understand the amount of effort required

to power a PC through its start-up cycle and to experience -

In a very direct way - the benefits of energy-efficiant hardware

We continue to operate a diesel- or “hybnd’-only car fleet and,
during the year, removed 4x4 cars from our list of permitted
company vehicles The estimated average CQ; rating of the cars
In our fleet was 145g/km (2006 148g/km), we have also started
to measure the average fuel consumption of our fleet, which
exceeded 46mpg in the second half of the year Staff are
encouraged to car share or cycle wherever possible and we
agam ran a cycle-to-work day during the year For the first tme
we have also ntroduced travelcard loans to encourage our
peaple {0 use public transport

We actively monitor and report on the amount of electronic
equipment left switched on outside office hours All staff are
encouraged to minimise their use of paper and printing
technelogy and all paper used 1s recycled, this 1S supported
by the development of ‘e-forms’ as part of RMI {the Group's
intranet), which allows 'paperless’ workflow processes to be
used across the business We have also Introduced ‘desktop
recycling’ In the office environment

Perhaps the most significant progress in reducing RM's
environmental impact comes from the PCs we ship to our
customers. As well as being fully compliant with all legislation,
we regard the reduction of carbon emissions as & prionty and
have picneered the development of low-power PCs with our
ecoquiet product range In 2007, we sold 20,000 ecequiet PCS,
well ahead of our target of 12,500, we've set a higher target
for 2008 and we've also set ourselves the objective of working
towards a 50 watt PC (including monstor) by 2009

community

RM aims to engage with and support the communities in which
we operate All employees are encouraged to devote a smalt
amount of work time each year to support one of RM’s chosen
charties and, in 2007, 120 of our people spent time working

in the local community

RM's charitable activities are co-ordinated by the RM Foundation
Ccommittee, a group of volunteer employees, which seeks to
identify organisations that are local to the areas where our offices
are based and where RM's support will make a real difference

All our people are Invited to vote annually on a shorthst of local
organisations to 1dentify the charities the Group will support

that year

RM also supports people’s personal efforts to support RM's
chosen chanties by ‘topping-up” any funds they raise This year
a number of our people particpatec In the London Marathon
and a team of over 70, including many of the senior management
team, ran in the British 10K London Run Across these two
events we raised over £40,000 for charty

The Group set an objective In 2007 to increase the number of staff
who serve as School Governors, and worked with the independent
body, School Governors One Stop Shop, to match RM staff with
local schools requiring support Over 90 RM people now serve

as Governors and they are provided with support and given

the time required to make & useful contribution

RM Education Solutions india runs a Scholarship Scheme,
designed to encourage umversity education amongst poor and
deserving students in Kerala n 2007, three students were selected
for scholarshups and will be funded through computer science
degree courses

Corporate ohjectives scorecard

RM sets corporate objectives each year and reports on
achievement against them - both to the Board and to our people
The summary scorecard provided here provides a top-fevel view
of progress against our objectives In FY2007, more detailed
objectives performance information 1s published internally

People making RM a great place to work,
and living our values
Employee satisfaction
Living our values

Process finding new, improved and better
ways of doing the things we do
Recognising nnovation
Cross dvisionat processes
RM ESI

Customer helping our customers
achieve educational success
Customer satisfaction
Customer success

Brand reputation

Financial bwlding a business that
delivers sustainable profit growth
Order intake

Profit =

Environment reducing the impact
we have on the environment
ecoguiet sales +
Energy +

Strategic development driving
growth in all of our chosen markets
BSF +
Share gain

Assessment and Data Services
Education Resources

Education Management Systems

nmn +

i+ +
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BUSINESS review
RISk

RM IS exposed to risk as an
Inherent part of creating value
for shareholders The Group has
processes In place to identify the
principal risks, and to manage
and mitigate the effect of them.

in the interests of transparency, the statement of nsks given here
contains a high level of detail in order to give a thorough analysis
of the principal risks the Group 1s exposed to and to describe the
approach it takes to mitigate them

Education policy

The majority of RM’s business 1s ultimately funded from UK
government sources A change in poktical administration - or a
change in the policy prionties of the current administration — might
result in a reduction n education spending or reduced commament
to ICT within education spending (for example, due to school staff
salary pressures) The Government 1s seeking to improve efficiency
in public purchasing and the delivery of public services — this might
result in changes to the kinds of products education customers
purchase or the procurerment methods they adopt (for example,
aggregated or centralised purchasing may become more common}

The Group seeks to understand the education policy environment
through regular monitoring of the policy positicns of the major
political parties and through building relationships with education
policy makers.

Market

RM operates in a highly competitive market Increased market
competition — both from major multinational ICT suppliers or
smaller education specialists — might reduce the margin potential
of the market or erode RM's market share The PC hardware
market I subject to global competition and RM has to react to
continual average seling price reduction and margin pressure,
as well as to US dollar rate fluctuations - this might result in part
of the Group's cperations becoming unprofitable Educational
practices may change - this might result in RM's products no
longer meeting customer requirements

The Group seeks to mitigate these general market nsks by
maintaining a broad product and service range and by investing
to enhance the educational value of its offer

Technology

The ICT market 1s subject to rapid, and often unpredictable,
change - inappropriate technology ¢hoices might result in the
Group's products becoming unattractive to its chosen customer
base The Group provides sophisticated products and services,
which reguire a high level of technical expertise o develop and
support — this might result n a major product or project failure

The Group closely monitors technology developments, invests
continually in keeping its products up-to-date, and maintaing
strong relatonships with key technology provicers

BSF

The BSF imtiative might result in a fundamental shift in the way
secondary schools procure products and services The Group
has invested significantly In prepanng bids for BSF and centinues
to do so If funding for this programme was to stop, some of

this (nvestment may be wasted The Group monitors closely

the actiities of education policy makers and regularly reviews
Its BSF strategy in the light of policy changes

A substantial proportion of BSF bids are likely to reguire RM to
work as part of a wider consertium This means that the Group
may invest In prepanng and bidding for the ICT element of a BSF
contract, yet not be successful despite clearly having the best
ICT soluticn The Group has put In place stringent criteria for
identifying consortiurm partners and, where possible, seeks

to contribute to the effectiveness of the overalt tid as well
astothe ICT elements

Some of the contract terms for BSF projects set relatively high
standards of performance and high limits of hability The Group’s
SUCCEesS N winning these contracts means that cumulatively

the hability 1s significant This position s mitigated by the Group's
substantial expertence delivering large and complex ICT projects
In education environments, and by ensurng that reasonable
acceptance tests are in place 50 that we have a high degree

of confidence n delivery

Execution nsk

RM’s business 1s more complex than that of most companies
of a similar size - this adds to execution risk {though also offers
some strategic advantage) Failing to achieve acceptable levels
of customer satisfaction, which includes ensurng that i8S trading
ethics are of the highest standards, might significantly damage
the Group's reputation, reducing the likelihood of existing
customers continuing to buy from the Group The Group has

in place a custormer satisfaction programme, which provides
an externally reviewed customer satisfaction score, and
management processes designed to address any causes

of customer dissatisfaction
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Education projects

RM bids for high value, multi-year education projacts, typically
Involving the development and integration of complex ICT systems
These projects always carry nsk and ultimately one may not go
according to plan — this might result in RM being committed to a
project that does ngt achieve acceptable financial returns or that
exposes the Group 1o contract termination or financtal penalties

The Group has a well-developed approach to bidding for farge
projects and no project 1s entered into without approval by the
Board's Transactions Commuttee Strong internal management
control processes are In place to govern the delivery of education
projects, including regular reviews by the Executive Committee
and detalled progress reporting to the Board

Peaple

RM’s business depends on tughly skilled employees, the Group
might not be able to recruit the employees required to achieve its
development plans The Group seeks to be an exceflent employer
and has been identfied as ene of the UK's Top ICT Employers

Education Resources - physical resources

RM s Increasingly involved in the supply of physical education
resources that will be used by chitdren of all ages and abilities
Inparticular, the rapid growth In our Education Resources division,
Including recent acquisitions has dramatically ncreased the
number of physical products we are shipping The Group 1s
review:ng and upgrading 1ts processes for scrutinising suppliers
and products

Data

RM 15 engaged In stonng and processing sensitive educational
data {for example, exam papers & scripts, and schogl & pupil
recordsy, where accuracy, privacy and secunity (s very impartant
The Group’s Information Systems function has invested in
developing secure data centres, and has been successfully
certified £ ISOAEC 27001 2005 for the provision of systems,
informaticn and hosting services to RM Education pic

Acquisitions

RM has mace and may make further acquistions These
acquisitions reduce RM's exposure to any siigle product or market
area, however, it 15 possible that one of them might not make the
expected financial contribution to the Group The Group carries
out a ngorous analysis of all potential acquisitions Subsequent

to acquisition, the business performance of new subsidiary
compares Is reviewed quarteriy by the Executive Committee,
and the Group's internat audit function carnes out regular reviews
to ensure that appropriate controls and management structures
are In place

Financial

R has introduced procedures 1o ensure that 1t 1s not exposed to
bad debt and that its cash reserves are with safe and secure banks
The Group has an exceptionally good record in relation to bad cebts
because of the good credit standing of most of its customers
Where the Group deals with customers who are not public bodies
and those customers constitute significant bustness, the Groeup
usually asks third parties to take the credit nisk

In accordance with the recommendations of the Board, no more
than two thirds of the Group’s cash may be held with any one bank

The internal audit function considers areas of the Group's
business that are vulnerable to fraud by customers, suppliers
and employees and makes appropriate recommendations

to avoid possible fraud

The Group enters mto US dotlar denominated hedging contracts
with approved banking organisations that mitigate transactional
dollar exposure Asset investments 1n foreign subsidiaries are
regularly reviewed, with surplus cash being repatrrated to the
UK and held in sterling

Business recovery

The Group would he significantly impacted If, as a result of a
natural disaster, act of God, act of terronsm or other similar event,
its buildings, systems and infrastructure could not function for a fong
period An RM Infermation Security Committee has been established
to oversee the secunity aspects of the Group's information systems
This covers data integrity and protection, defence agamst external
threats and disaster recavery The Group has made significant
Investments in protecting wself against a disaster

The Group has piloted its pians for dealing with a disaster

The Group has comprehensive property tnsurance covering
all of its properties

The Group has considered the nsks associated with the potential
of a flu pandemic, however, as of today, this is largely an
unavoidable and urunsurable (at any reasonable cost) nsk

Pension

RM operates a defined benefits pension scheme that 1s closed

to new entrants The deficit calculation 1s very sensitive to the
assumptions used in calculating the present value of future
habilities and returns Additicnaly, the recent introduction of the
Pension Protection Fund, where contributions vary from year to
year, may result In unplanned casts The Group actively manages
the pension deficit, which has reduced significantly during FY2007
{see Business review — Finance for further details)
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BUSINESS review
Finance

This I1s the second year in which
the Group has reported its results
under International Financial
Reporting Standards (IFRS).

BasiIs of preparation

The income statement 15 presented in a columnar format in order
to highhight the Group's preferred measure of profit before tax,
which we believe provides a clear view of underlying business
perfarmance This measure of profit 1S

« before amortisabion of acquisition related intangible assets
(which1s in accordance with general market practice),

 before recognising an exceptional credit relating to the Group’s
pension scheme,

» after share-based payment charges,
» after expensing BSF (Bullding Schools for the Future) bid costs

Profit before expensing BSF id costs 1s also provided for
comparative purposes

The Group did not capitalise any research & development
expenditure In FY2007 or pnor years, as no material expenditure
met the critera for capitalisation

Revenue and profits
Revenue for the year Increased by £8 6m to £270 9m (2006
£262 3m)

Acquisitions made in FY2007 and the incremental revenue from
including acquisitions made in FY2006 for the full year contributed
£4 8Bm of this increase Organic growth across the business
accounted for the balance of £3 8m

International revenues doubled to £8 8m, reflecting significant
growth n the US, Austraba and Eurcpe

RM continues to operate In a single primary segment the supply
of products and services to education To help investors in their
analysis of the business, and to provide a comparison with similar
information grovided In prior years, the table provided below shows
the Group's revenue and gross profit by broad business activity

FY2007
Revenue Gross profit Revenue Gross profit
£m £m % £m m %

Infrastructure
software & services 904 303 335 881 267 303

Education software
& services 507 201 397 577 237 41

PCs, distnbution &
education resources 1298 231 178 1165 207 178

Total 2709 735 272 2623 711 271

Sigrificant changes in the Group's revenues detween FY2006
and FY2007 included an increase in PC and distribution revenue,
reflecting RM’s success as a supplier to the Government's
computers for Pupiis scheme, general curnculum resources
revenue Increased through a combination of organic growth

and the acquisition of DACTA, BSF generated revenues of £2 9m
In the year, compared 0 £1 1m last year, the comptetion of the
South Yorkshire e-Learning Project in early 2007 and the revenue
recognition profile of the Glow project resulted in less revenue
being recognised on these projects than In FY2006

infrastructure software and services accounted for 41% of gross
profit Profit in this area includes an increasing contribution from
the Group's long-term project portfolio, with a very small il
contribution from BSF contracts
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BSF Is an exceptional iInvestment
programme for RM 1t will
transform the nature of RM's
secondary school activity,
Increasing the overall market
Size and move the nature of

the business from individual
school sales to long-term,
multi-school contracts.

Education software and services gross profit decreased by £3 ém
Trus reflects continued weakness In the education software
market and a difficult year for 3T Productions following the
cancellation of contracts with the BBC after the suspension

of BBC Jam Glow contributed its first profit in FY2007

Gross profit percentage for PCs, distribution and education
resources was unchanged at 17 8%

Profit before tax before amortisation of acquisition related
Intangible assets and exceptienal penston credit Increased 6%
10 £155m (2006 £14 6m) Including these items, profit before
tax was £18 4m (2006 £14 5m)

Operating costs

im Fy2007 Fr2006
Seliing & cistribution 340 332
Research & development 149 149
Admiristrative® 111 102
Operating costs 600 583

*Before amortisation of acquisition related ntangible assets and

exceptional pension credit

Operating costs, before amortisation of acquisition related intangible
assets and the FY2007 exceptional pension credit, were £60 Om
(2006 £58 3m) £1 3m of the Increase relates to acquisitions made
IN FY2007 and the full year effect of acquisitions made in FY2006

Selling & distribution costs include costs of bidding for BSF projects
of £3 6m (2006 £3 8m) Bidding costs tncurred prior to appointment
as preferred bidder continued to be expensed In the year

Research & development costs were unchanged from last year
at £14 9m The Group also performs research and development
activities directly related to specific projects, which are included
In cost of sales for those projects

Investment iIncome earned N the year was £2 0m (2006 £19m)
and ncludes £0 7m (2006 £0 2r1 arising from the sale of finance
lease defy related to the provision of leases to customers

Profit margin

Profit margin {profit before tax, before amortisation of acquisition
related intangible assets and the FY2007 exceptional pension
credit, as a percentage of total revenue) ncreased to 5 7%

(2006 5 6%) Profit margin has increased yearon-year since 2002

BSF 15 an exceptional investment programme for RM 1t wall

transform the niature of RM’s secondary school actmity, increasing

the overall market size and move the nature of the business
from indwidual schogcl sales to long-term, multi-school contracts

Bigding for BSF cantracts 1s a iong and complex activity individual

contracts can take anything between three or four years to
contrnbute to profit, whilst i costs are expensed at the start
of the project The chart below lllustrates a timeline for a typical
BSF project, where bid costs expensed in FY2007 do not
produce a return until Fr2009
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BusIngss review
Finance continued -

The charts below show the impact of bidding for BSF contracts
which, in 2007, cost £3 ém or 1 3% of revenue (2006 £3 8m
or 1 4% of revenue)

Profit before tax, before amortisation of acquisition related
intangible assets, the FY2007 exceptional pension credit and
before BSF bid costs was £19 1m {2006 £18 4m), giving a profit
margin before BSF bid costs of 7 1% (2006 7 0%) On the same
basis, diluted EPS was 15 1p (2006 14 5p)

Cash and cash flows
The Group ended the year with cash and cash equivalents
of £29 3m, a leve! similar to tast year {2006 £30 1m}

£m 30 Sep 2007 30 Sep 2006
Cash & cash equivalents 293 301 :
Issued loan notes {02) 09
Net funds 291 292
issuable loan notes (17) -
Deferred cash consideration - 07
Net funds less deferred consideration 27 4 285

The 1ssuable loan notes amounting to £1 7m relate to the
acquisition of DACTA Limited

Net operating cash flows before movements in working capital
remaned strong and comparable with last year at £22 0m
(2006 £217m) Cash outflows durnng the year included

= Dividends paid £4 8m (2006 £4 Sm)

« A special pension payment of £2 0m (2006 £nil} - see
Pensions on page 23

= Net purchases of property, plant and equipment and non-
acquisiuon refated software of £6 8m (2006 £9 0m)

« acquisitions of subsidiaries which, net of cash, amounted to
£2 8m {2006 £2 3m) A further £1 3m (2006 £1 8m) was paid
In the year in respect of previous acquisitions

The Group's business activibies are seasonal, due to the peak
demand from schocls in the summer months Average cash
balances in the year were £14 9m (2006 £18 4m), whilst the Group
had a maximum overdraft of £1 8m (2006 cash £7 3m) in early
September The Group uses committed bank facilibes to manage
Its short-term cash requirements during the seasonal peak

Subsequent to the year end the Group acquired Spacekraft
Limited for a net cost of £4 4m and paid the second £1 5m
element of the special pension payment

Balance sheet

Goodwill increased by £2 3m 10 £24 6m and acquisition related
Intangible assets increased by £2 3m to £3 3m following the
acquisition of DACTA and SERAP

Capital expenditure of £7 5m on property, plant and equipment,
was down £1 4m on last year, and included the purchase of the |
new TTS buillding (E2 7mj) and £0 5m on data centres The previous
TS bullding was sold for £1 3m Depreciation charged in the year
amounted to £8 8m (2006 £9 1m)

There was a £4 7m decline in deferred tax assets to £2 7m
primarily resulting from the reduction in the pension deficit

within working capital, key features are the impact of including

the balance sheets of the acquisitions made rt the year and the

effect of a busy surmmer Inventories ncreased by £2 mte £137m,

trade and other receivables by £7 4m t0 £58 8m and current

liabilities by £6 2m 10 £87 2m Long-term contract balances

amounting to £6 1m (2006 E£5 5m) are Included within trade and ‘
other recevables Deferred revenues totalling £27 7m (2006 !
£27 6m) are included 1N both current and non-current liabihities 1
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Tax

The Group's tax charge, measured as a percentage of profit
before amortisation of acquisition related intangible assets and
the FY2007 exceptional pension gredit, was 26 8% (2006 27 8%
This rate I1s below the standard UK corporation tax rate, principalty
reflecting the benefit the Group gains from enhanced tax
deductions on qualifying research and development activities

In total RM paid and collected tax on behalf of HMRC amounting
to £48 OmM {2006 £43 9m} This includes corporation tax of £3 5m
(2006 £3 1m), employment taxes £23 $m (2006 £22 0rm) and VAT
£204m (2006 £18 4m)

Treasury

The Board approves significant treasury transactions and reviews
treasury policy on a regular basis The treasury activities are
controlled and monitored by the Group Finance Director and
are carned out In accordance with the approved policies Surplus
cash, which 1s predominantty held in Sterling, 15 invested for
appropnate periods with institutions that have a high credit rating
and have been approved by the Board The objectives of the
Treasury function are largely

+ to provide protection from the effects of foreign currency volatility
The Group's major exposures anse from buying products
and components in US Daollars or Euros These exposures are
effectively hedged through the use of forward foreign exchange
contracts The Group has aperations N Australia, Indra and North
America, although n relation to the size of the Group, these
operations are small and therefore do not represent a significant
foreign exchange risk

« 0 provide the Group with cost effective and appropriate
hquidity The Group's cash funds vary throughout the year due
to the seasonality of the business and 1ts aim is to maximise
returns fram surplus cash through very low nsk investments
with defined mstitutions Treasury also works with banks te
ensure that cost effective committed borrowing facilities are
avallable to meet any forecast funding requirements that arise
from our seasonal trading pattern

Pensions

Sigruficant progress has been made in addressing the deficit

in the Group’s defined benefit pension scheme At the year end,
the 1AS19 pension defict had been dramatically reduced 10 £3 3m
from £18 7m at 30 September 2006, a reduction of £15 4m

Managemant action in the year accounted for £7 2m of the
reduction

* 5% cap on pensionable salary increases reduced the deficit
by £3 5m - this 15 disclosed as an exceptional credit in the
income statement

* A special payment of £2 0m paid in the first half of the
financial year

« The additional deficit reduction payment continued at £1 7m
n FY2007

Market related movements accounted for the balance of the
reduction of £8 1m - these anise from asset values, discount rate
and inflation assumptions

The Group has left the longevity assumption unchanged, applying
the PA9Z Medium Cohort tables Uife expectancy assumptions
have increased three times since 2002

The final £1 5m special payment made 1n Cctober 2007, and the
continuation of the £1 7m per annum deficit reduction payment,
would eliminate the current deficit duning 2008 However, defined
benefit valuations remain volatile and the table, nght, provides
an analysis of the sensitivity of the Group’s pension deficit to
changes N certain key assumptions

sensitivity analy5|s
Change in assumption

Increase/(decraase) in deficn

0 1% increase in discount rate {(£19m)
0 1% increase In inflation £13m
1 year increase n Iife expectancy £13m

Acquisitions

On 21 May 2007, the Group acquired DACTA Limited for a net
cost of up to £3 8m DACTA provides branded learning products
{Including LEGO Education products) to educatonal
establishments through a Europe-wide network of dealers

On 2 August 2007, the Group's subsichary, Forvus, acquired
the assets of SERAP for a net cost of £0 7m SERAP provides
speciaiised education data matching ang reporting services
for government departments & agencies and local authonties

Subsequent to year end, on 1 October 2007, the Group acquired
Spacekraft Limited for a net cost of up to £4 4m SpacekKraft

1s cne of the UK's leading suppliers of special educaticnal
needs and early years products and services

Shareholder return

The Group’s share price at close of business on 28 September
2007 was 191 5p (29 September 2006 180p), an increase of 6 4%
Market capitalisation on the same date was £177m (2006 £165m)

An intenim dividend of 1 19p per share was paid to sharehaolders
1 June, a proposed final dvidend of 4 30p Increases the total
dwidend per share by 6 2% to 549p (2006 517p) Dividend yield
for the year was 3 06% (2006 3 20%), based on the share price
at the start of the year

Diluted earnings per share (before amortisation of acguisition
related intangible assets and the FY2007 exceptional pension
crediy) were 12 3p (2006 11 5p)
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Board of Directors

Tim Pearson
Chief Executrve Officer

Tim Pearson (age 47) was appointed Chief Executive Officer

In February 2002 having joined the Board In 1997 He previously
held the role of Managing Director - RM Learning and had
responsibility for the Group's internet and content strategy

He joined RM In 1981 and has held a number of senior technical
and service management positicns He attended the Harvard
University Business School Advanced Management Program

He 15 past Chairman of the Internet Serice Provider Association

Mike Greig
Group Finance Director

Mike Greig (age 51), FCMA, MA, MS¢ joined RM and was

appoinied a Director In 1989 He 1 Group Finance Director and
also has responsibility for information systems and legal affairs
Prior to j0Ining RM, he was Finance Director at Case Group pic

He 1s a Non-Exacutive Director and Chair of the Aucit Committee

of CODA plc, the AIM-listed nternational prowvider of financial

management software and services. Mike 1s the Director responsiole

for social, environmental and ethical matters and a member
of the RM Foundation Committee, which channe's the Group's
charitable activities He attended the Harvard University
Bustiness School Program for Management Development

John Leighfield
Chairman {n)

John Leighfield (age 69) was appomted Chatrman in 1994, having
folned RM as a Non-Executive Director in 1993 Until April 1993,
he was Executive Chairman of AT&T ISTEL He 1s @ Non-Executive
Director of Getmapping pl¢ He 1s Chairman of the Council and
Pro-chancellor of warwick University He 15 past President of the
BCS, the CSSA and of IMIS He 1s a Past Master of the worshipful
Company of information Technologists

Rob Sirs
Chief Qperating Officer

Rob Sirs (age 46) was appeinted to the Board as a Director In
March 2004, having been Group Director - Products & Services
since 2002 He joined RM In 1990 and has performed a number of
senior services, software development and general management
roles, including Head of Procurement, PC Dvision birector and
RM Schools Managing Director He attended the Harvard University
Business School Advanced Management Program Prior to RM,
Rob worked for Andersen Consulting and Mars Rob 1s a Governor
of John Cabot Academy
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John windeler
Senior independent
Non-executive Director
@) {r{m

Johnwindeler (age 64) was appointed to the Board as a
Non-Executive Director in October 2002 He was appointed
Senior Independent Director In October 2007 He was Charrman
of allance & Leicester plc and a Non-Executive Director of BMS
Associates Umited Previously he was with Inving Trust for 20 years,
becoming an Executive Vice President in 1983 He also held
several senior positions within National Australia Bank, between
1989 and 1994 During July 2006 he joined the Board of Milten
Group as Charrman He 1s a member of the Board of Governors
of DeMontfort University and has a BA In English and an MBA

in Finance, both from Ohio State University

Sir Bryan Carsherg
Independens Non-Executive
Durector (@) (1 (m

Sir Bryan Carsberg (age é8) was appointed to the Board as

a Non-Executive Director in September 2002 He was a Non-
Executive Director of Nynex Cablecomms/Cable & Wireless
Communications plc from 1996 to 2000 He Is a Non-Executive
Director of Novae Group plc, a Non-Executive Director of Inmarsat
plc, an independent member of the Equalty of Access Board of
BT Group plic, a former Director General of OFTEL and a former
Director General of Fair Trading He is Chairman of Council and
Senior Pro-chancellor of Loughborough University He served

as Secretary General of the international Accounting Standards
Committee from 1996 to 2001, 1S a chariered accountant and has
been a professor of accounting at the University of Manchester
and the London Schoot of Economics

(a) Audit Commuttee Member
{ry Remuneration Committee Member
{n) Nomnat:ens Committce Member

Sir Mike Tomlinson
Independent Non-ExecLitive
Director ()

Sir Mike Tomlinson (age 65) was appointed to the Board as a
Non-Executive Director in February 2004 Mike 1s one of the UK's
leading educationalists and formerly chaired the Department for
Education and Skills Working Group on educational reform for

14 10 19 year olds He was Her Majesty's Chief Inspector for
Schools fram December 2000 until Apnt 2002, during which time
he was responsible for the work of Ofsted He was, from 20020
2007, Chair of The Learning Trust, a not-for-profit body responsible
for runming the education services for Hackney, and 1S a member
of the Geverning Body of the University of Hertfordshire

Professor Tim Bnghouse
Independent Non-Executive
Director {n}

Tim Brighouse (age 67) was appomted to the Board as a .
Non-Executive Director in May 2004 Tim 15 one of the UK's |
leading educationalists and charrs the Group's Education Aavisory

Councit He 15 the former Chief Education Cfficer of Birmingham

City Council, a member of the Governing Counci| of the National

College for School Leadership and a visiting Professor at the

University of London's Institute of Education He also served on

RM's Board between October 2002 and January 2003, but stood

down on his appointrment as London Schools Comimissioner
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Directors’ report

The Directors present their Report and the Group's audited financial staternents for the year ended 30 September 2007

Prancipal activities
The principal activities of the Group are the supply of infermation and communications technology (ICT) software, systems and services
te UK educational establishments and the delivery of education services

Review of the husiness and future developments

The Directors are required, under the Companies Act 1985, to present a fair review of the business, its position at the year end, and any
Iikely future developments This review comprises this Directors’ report, the Busingss review (pages 13 to 23), and the Audit Committee
report (pages 32 t0 33}

Dividends

The Directors propose the payment of a final dividend per share of 4 30p bringing the total dvidend for the year to 5 49p per share
(2006 5 17p) Subject to approval at the Annual General Meeting (AGM), the final dividend 1s payable ont 1 February 2008 to
shareholders on the register on 4 January 2008

Going concern

After making appropnate enquines, the Directors have a reasonable expectation that the Group has adeguate resources to continue
In operational existence for the foreseeable future For this reasen, they continue to adopt the going concerm Dasis In preparing

the accounts ;

Directors

The following Directors served throughout the year John Leighfield, Tim Pearson, Rob Sirs, Mike Greig, Tim Brighouse, Sir Bryan Carsherg,
Sherry Coutu, Sir Mike Tomlinson and John Windeler Since year-end Sherry Coutu has retired from the Board, having served three
terms as a Non-Executive Director

The interests of the Directors in the share capital of the Company (including interests in share options) are set out In the Remuneration
report on page 43

The Group holds Directors” and Officers’ liability insurance, with an indemmity imut of £10m, covering legal habilities for wrongful acts
committed by them This nsurance was n force throughout the year and remains in force at the date of this Report The Group has
indemnified the Directors against liability relating to proceedings brought by third parties, subject to the conditions set ¢ut In the
Companies Act 1985

No Director of the Company was materially interested 1n a contract of sigruficance (other than a senvice contract) iInvolving the Company
or any of Its subsidiary undertakings during the year

Re-election of Directors

The Company's Articles of Association require that one-therd of all Directors redire, by rotation, each year This year, Sir Bryan Carsberg,
Johnwindeler and Tirn Pearson will retire and offer themselves for re-election at the Group's AGM The Directers who are proposed
for re-election have either a letter of appointment or a service contract, details of which can be found in the Remuneration report

As required by the Combined Code on Corporate Governance, the Group's Chairman confirms that Sir Bryan Carsbherg and John windeler
continue to perform effectively and to demonstrate commitment to their roles as Non-Executive Directors

Biographical details for those Directors standing for re-election are provided on pages 24 15 25

Directors’ statement on disclosure of information to Auditors
The Directors having made enguiries to fellow Directors and the Company’s auditors, state that

« 50 far as they are aware, there 1S no relevant audit information of which the Company's auditors are unaware

» They have taken all reasgnabtle steps they ought to have taken as Directors in order to make themselves aware of any relevant
audit information and to establish that the Company’s auditors are aware of that information

This confirmation 1s given and should be mnterpreted with the provisions of 523424 of the Companies Act 1985

Research and development

The Group undertakes an extensive research and development programme, with the objectives of making significant technical
advances to enhance the performance of exssting product areas, developing new products for markets, and enhancing access
to potential new markets This activity involves considerable mnovation

Expenditure of £14 9m was incurred In 2007 (2006 £14 9m} Al research and development costs Incurred in 2007 were written
off because they did not meet the criteria for capitalisation
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Employment policies

Objectives

The Group’s policy 1s that al staff should work towards agreed job-related objectives and persanal development objectives For all
of the Group’s people, an element of pay Is inked to the achievement of these objectives

The Executive Committee sets Group-wide corporate objectives at the start of each year These objectives are designed to reinforce
the Group’s culture as well as drive financial performance The corporate objectives are ntroduced and explained to afl staff through
an annual ‘Company Brief' programme Individual employees’ personal objectives are ‘cascaded’ from the corporate objectives

In 2007, personal development objectives were agreed with 99% of staff

The Executive Committee reports progress against the corporate objectives at quarterly senior management meetings These progress
reports are onward briefed to all staff 1n the organisation At the annual ‘Company Brief', the CEQ reviews progress against objectives
for the previous year and presents an objectives "scorecard’

For senior staff the Group has identified a set of preferred management competences, which are used In employee development and
recruitment The Executive Comrmitiee and a group of divisional directors and serior managers paruicipate 1n a ‘360 degree’ feedback
process in order to understand the extent to which their work behaviour supports the Group’s vaiues

Appraisal

The Group's policy 15 that all employees should participate 1n an appraisal process, this involves both regular informal review meetings
ang a formal hatf-yearly review of performance to assess progress against persenal objectives and identify personal & professional
development needs In 2007, 100% of staff participated in a formal appraisal session For senior staff, appraisal meetings address the
development of the Group’s preferred managemeant competences as well as personal objectives Senior staff are assessed on therr
management competences and rated relative to their peers These ratings are used as an mput Into career development disCuSSIONS

Personal development

Technical and personal skills training are prowided for employees at all levels in the organisation Directors and managers receive
training in RM’s key management methods Self-cirected learning through teaching manuals and cormputer pregrams and formal
traiming courses are used to provide technical training for support employees

All new employees attend an induct:on programme designed 1o reimforce the Group's commitment to customer satisfaction

RM also offers a ‘Learaing for Life’ scheme, which provides encouragement and funding to employees who wish o follow personal
learming goals outside of those related specifically to their job

Communications
The Group has an open communications policy designed to Invalve employees and keep them informed about the performance
of the business and about matters affecting them as employees.

Employees receve news ahout the Group and its oparations through formal and informal briefing meetings, the "CEQ Blog',
frequent email notices, nternal notice boards and through RMI {the Group's corporate intranat)

All RM Education pic office-based employees, Including Directors and managers, share open plan office accommodation, which
providas good opportunities for informat communication about 1ssues concerning the Group's operations and devetopment

The Group has formatly adopted a Communications Charter This Charter, which was drafted following input from staff, i1s published
on the Group’s INtranet and sets out In detar’ the kinds of communication staff can expect and are entitled to The Communications
Charter 1s a ‘pre-existing agreement’ that has been approved by the Group's employees under the information and Communications
regulations that came into force on 6 Apnl 2005

Equal opportunities

RM is an equal opportunities employer Applications for employment are always fully considered irrespective of gender, ethric ongin,
race, age, religion, sexual orientation or disability in the event of employees becoming disabled, every effart 1s made to ensure that
their employment continues and that appropriate training 1s arranged It 1s RM's policy that the traming, career devetopment and
promotion of disabled employees should, so far as 1$ possible, be identical to that of other employees

Other employment policies

RM has a wide range of other written policies, designed to ensure that the Group operates In a legal and ethical manner These include
policies related to health and safety, ‘whistle blowing’, business gifts, grievance, career planning, parental leave, sabbatical, systems
and network secunty All of the RM Education’s employment policies are published on RMI
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Directors’ report continued

Creditors’ payment policy
The Group agrees terms and cenditions for its business transactions with suppliers Payment 1s then made to these terms, subject
to therr heing met by the suppher

Trade crediter days, which have not been adjusted for the seasonal nature of the business of the Group, for the year ended 30 September
2007 were 44 days (2006 37 days) based on the ratio of trace creditors at the year end to the amounts invoiced by suppliers during
the year

Acquisition of Company’s own shares

At the end of the year, the Directors had authornty to purchase through the market up 1o 9,172,991 of the Company’s ordinary shares,
being 10% of the 1ssued share capital, at prices ranging between the nominal valug and an amount equal to 5% above the average

of the middle-market quotations of the Company’s ordinary share for the five business days iImmediately preceding the day on which
such share 1s contracted to be purchased

This authority expires at the conclusion of the 2008 AGM or on 22 Apnl 2008, whichever ts the earlier The Directors will segk to renew
this authority at the next AGM

No shares were purchased under this authority during the year

Post balance sheet events
Subsequent to year end, on 1 October 2007, the Group acquired SpaceKraft Limited for a net cost of up to £4 4m SpaceKraft IS one
of the UK’s leading supplers of special educational needs ang early years producis and services

Charitable donations
During the year the Group made various charitable donations totalling £74,000 (2006 £21,000) A further £22,000 was given to locally
based community support projects (2006 £5,000) The Group made no political donations during thus year or the previous year

Substantial shareholdings
On 19 Novemnber 2007 the Company had notifications that the following were Interested in 3% or maore of the Company's ordinary
share capital

Number of shares Percentage neld
Schroders Investment Management 16,500,228 17 82
Ameriprise Financial, Inc 6,198,848 669
Legal & General 4,986,348 538
Aviva plc 4,801,304 518
AXASA 4,788,014 517
Barclays PLC 3,289,151 355

Annual General Meeting
The AGM of the Company will take place at 2pm on Monday 21 January 2008 at 140 Milton Park, Abingdon, Oxfordshire, 0X14 4RS

In agdition to the routine business of the meeting, there will be three special resolutions proposing that

+in accordance with Section 80 of the Comparies Act 1985, the Directors be granted authority to 15sue shares in the capital of the
Company up 10 a nominal amount of £617,670 (33 33% of the issued share capital as at 16 November 2007)

= Pursuant to Section 95 of the Companies Act, the Directors be authortsed to allot further shares for cash, by way of a rights 1ssue,
and, cther than by way of a rights 15sue, up to an aggregate amount of £92 660 {5 0% of the nominal value of the rssited share capital
as at 16 November 2007) The Directors have no present intenttion of allotting further ordinary shares other than in connection with
employee share schemes.

* The Directors be authorised to make market purchases of up to 10% of the Company’s 1ssLied share capital
in each case, the authority sought will expire on the date of the next AGM or on 21 Aprill 2009, whichever 15 the earlier

By order of the Board

A ) Robson

Company Secretary \

19 November 2007 ’ =

-
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Corporate governance report

The Directors are responsible for preparing the Annual report and the financial statements in accordance with applicable law
and reguiations

Company law requires the Directors to prepare financial statements for each financial year The Directors are required by the 1AS Regulation
to prepare the group financial statements under International Financial Reporting Standards (IFRS) as adepted by the European Unior and
have also elected to prepare the parent company financial statements In accordance with IFRS as adopted by the European union
The financial statements are also required by law to be properly prepared In accordance with the Compariies Act 1985 and Article 4

of the IAS Regulation In doing so, Directors are also reguired to

« properly select and apply accounting policies,

« present information, Including accounting policies, In a manner that provides relevant, reliable, comparable and understandable
information,

» provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient tc enable users to understand
the impact of particular transactions, other events and conditions on the entity’s financiat position and financial performance

The Directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the Companies Act 1985 They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities

The Directors are responsible for the maintenance and integnty of the corporate and financial Information included on the Company’s
Web site Legislation i the United Kingdom governing the preparation and dissemination of financial statements may differ from
legistation in other jurisdictions

Comphance
The Group, has throughout the year, complied with the Combined Code on Corporate Governance July 2003 as published by the
Financial Reporting Councll

The Company has applied the Principles of Good Governance set out In section 1 of the Code Further explanation of how the principles
have been applied 1s set out In the following text, N connection with Directors’ remuneration, 0 the relevant section of the
Remuneraticn report and, in connection with internal controls and principal nsks, n the relevant section of the Audit Committee report

Board of Directors -
During the year, the Board comprised the Chairman, three Executive Directors and five Non-Executive Directors The biographical details
provided on pages 24 0 25 set out the wide range of knowledge, skills and experience Board members bring to the Group

John Leighfield, the Group's Chatrman, 1s not considered independent under the terms of the Combined Code (A 3 1) because he has
served on the Board for more than nine years, he was independent at the tme of hts appointment The Group's Non-Executive Directors
are all considered independent under the terms of the Code

The division of responsibilities between the Chairman and Chief Executive Officer has been formally defined

The Semor Independent Director duning the year was Sherry Coutu Since year-end she has retired from the Board, having served three
terms as a Non-Executive Director She 15 succeeded as Senior Independent Director by John Windeler

The Beard has formally adopted a schedule of matters that are brought to 1t for discussion and decision This schedule includes overall
Group strategy, acquisition policy, internal controls, major capital investment and risk management, and is intended to ensure that the
Board maintains full and effective control over appropriate strategic, financial and compliance 1ssues and gversees operatronal activities

The Board delegates the operational management of the Group to the Executive Committee

There 1s an established procedure for all Directors to take independent professional advice, at the expense of the Group, as necessary
I the pursuit of thewr duties
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Corporate governance report continued

Board committees
There are four Board committees Audit, Remuneration, Nominations and Transactions, each of which, apart from the Transactions
Committee, comprises only Non-Executive Directors.

During the year, the Audit Committee was chaired by Sir Bryan Carsberg and comprised three independent Non-Executive Directors
The Audit Committee meets at least three times a year The Company's externa!l auditors, the Chairman, Group Finance Director Group
Financial Controller and the Head of Internal Audit normally attend part of these meetings The Audit Committee 1s responsible for
reviewing the accounting policies, internal control assessment and the financial information contained 1n the annua! and nterm
reports It provides an opportunity for the Non-Executive Directors to make independent judgements and contributions, thus furthering
the effectiveness of RM's internal financial controls Further details of the Audit Committee’s activities are given in the Audit Committee
report The terms of reference for the Audit Committee are published on www rm com

During the year the Remuneration Committee was chaired by Sherry Coutu and compnsed four independent Non-Executive Directors
Following Sherry Coutu’s retirernent from the Board in Q¢tober 2007, Sir Mike Temlinson was appointed Chawrman The Remuneration
Committee meets at least twice a year Executive Duectors and senior managers may be invited to attend Committee meetings, but
will not be present during any discussion of their own pay arrangements The Remuneration Committee sets the remuneration of RM's
Executive Directors and semor management It also considers grants and performance conditions under RM's share-based payment
schemes and reviews RM's employment strategy generally Further details of the Remuneration Committee’s activities are given

In the Remuneration report The terms of reference for the Remuneration Committee are published on www rm ¢om

Dunng the year, the Nominatiens Committee was chaired by John Leighfietd and compnised the Group Chairman and four independent
Non-Executive Directors The Nominations Committee recommends to the Board candidates for appointment as Directors It meets

at teast once a year, with more frequent meetings when the Group 15 actively selecting Directors. Further details of the Nominations
Committee’s activities are given 1n the Nominations Committee section of the Corporate governance report

During the year, the Transactions Committee was chaired by John Leighfield and compnised the Group Chairman plus any ndependent
Non-Executive Director and any one Executive Director The Transactions Committee meets at such times as the Chairman of the
Committee requires During 2007 1t met 12 fimes The Transactions Committee approves, enters Into and executes all deeds and
documents and does everything that 1s necessary to give effect to any 'substantial transaction’ that has already been approved

n principle by the Board

Board meetings
There 1s a formal schedule of nine Board meetings a year 8oard members also receive updates about Group activities by emait,
and commurhcate informally by telephone and email

Directors receive a detaifed information pack, one week before each Board meeting, which contains background papers on all the
agenda items Executive managers are regularly Invited to Board meetings to present and discuss strategic topics with the Directors

During the year, the Non-Executive Directors met without the Executive Directors present Thie Non-Executive Directors, led by the
Senigr Independent Non-Executive Director, also met to appraise the Chairman'’s performance

Directors’ attendance
The number of Board and Committee meetings attended by the Directors dunng the year was as follows

Main Augit Remunegration Norinations

Board Committee commitiee Committee
Executive *
TR Pearson 8/9 - - -
M D Greig G/9 - - -
R A Sirs 8/9 - - -
Non-Executive
1P Leighfield g/9 - - 11
SL Coutu 8/9 373 6/6 11
B Carsberg 99 33 &/6 11
JR Windeler 8/9 373 5/6 0
M J Tominsan 6/9 - 4/6 -
TR P Brighouse 9/9 - - 1
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Board effectiveness

The Board has put In place a formal process for reviewing its effectiveness and the effectiveness of its commiztees This review

is led by the Chairman and uses a process agreed by the Board as a whole Each Board member provides an ndividual evaluation
of performance against a senes of critena, and these evaluations are then used as the basis of a collective discussion The Board
plans to review 1ts approach {0 performance appraisal during 2008

In conducting this year's annual review of Board effectiveness, a small number of suggestions for improvement have been dentified
An assessment of the effectiveness of indwvidual members of the Board was also carned out

Executive Committee

The Executive Committee comprises Tim Pearson (Chairman), Mike Grelg and Rob Sirs The Committee meets weekly with the Group’s
Human Resources Director nvited to attend The Executive Committee (s responsible for implementing the strategy set out by the
Group Board, preparing strategic proposals 1o be considered by the Board, and providing day-to-day operational management and
control for the business :

Nominations Committee

The Nomination Committee met once during 2007, on 23 July 2007 The agenda compnised a review of the succession plan for senior
executives and Non-Executive Directors, and putting in place arrangements to select a Non-Executive Director to replace Sherry Coutu
(whose third term as a Board Member was coming to an end) The Nominations Committee has subsequently appointed independent
consultants to assist with the selection of Sherry Coutu’s successor

Relations with shareholders
RM maintains regular contact with institutional shareholders, fund managers and investment analysts through an active investor
relations programme

As part of this programme, the Group's Chief Executive Officer and Group Finance Director prowvide detalled briefings for investment
analysts and institutional sharehelders at the time of the Group's intenim and prekminary results announcements, held regular meetings
with analysts, snstitutional shareholders and fund managers during the year, and typically host two analyst seminars and two investor
seminars dunng the year The Group Chairman attends at least cne Group meeting with investment analysts during the year The Senior
Independent Non-Executive Director meets with major shareholders at least annually The Charr of the Remuneration Commitiee
consults with major shareholders annually about any significant proposed changes to remuneration policy

Private investors are encouraged to participate in the annual General Meeting In order to Improve communications with investors :
In general and private investors In particular, the Group mantains a detarled investor relations Web site at www rm Comy/Investors

The Board 1s provided with detailed, independently produced reports providing non-attributable feedback from analysts, institutional
shareholders and fund managers following results announcements and analystAnvestor serminars DIS¢USsIon cf these reports 1S
included as a formal agenda item at Board meetings The Board s also prowided with regular updates about investor relations activities
and recenves analysts’ notes about RM as they are published

All Directors are avallable at the Group's AGM to address any sharehglder duestlons

RM has identified a semor manager (the Director of Corporate Affairs) with responsibility for managing the Group’s investor
relations programme
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Audit Committee report

The Audit Committee operates under terms of reference approved by the Board, with the purposes of
» anpointing the Group’s internal and external audrtors,

= reviewing the performance of and relationship with the Group's external auditors (including considering fee levels and the
provision of non-audit work),

« reviewing the perfarmance of the Group's interal audit function,

« raviewing the Group’s financial reporting and mternal control processes,

« monitoring the irtegrity of the Group’s financial statements and announcements regarding performance,

« ensunng that a system 1s operated for the assessment and management of key fisks as required by the Turnbul! Report

Compaosition and gualifications of the Audit Committee

puring the year the Audit Committee comprised Sir Bryan Carsberg MSc(Econ), FCA (Chain), Sherry Coutu BA, MSC(Econ), MBA,
and John windeler BA, MBA, all of whom are independent Non-Executive Directors The Group considers that Sir Bryan Carsberg,
as a previous Secretary General of the International Accounting Standards Committee and a former professor of accounting,
has significant recent technical accounting experience

John Leighfield {Chairman), Mike Greig MA, MSc, FCMA (Group Finance Director), Douglas Muir BSc, FCA (Group Financial Controllen)
and Edward warwick MEng, ACA (Head of Internal Audit) are invited to attend Audit Committee meetings

Schedule of meetings
The Audit Comimittee met three times during the year Two of these meetings were part of the regular schedule of meetings set
out In the Committee’s terms of reference

Audit Committee meetings have formal agendas, which cover all of the areas of responsibility set out in the Committee's terms of
reference These agendas include meetings with the external auditors without Executive Directors or managers of the Company present

Appotntment of external auditors

The Audit Committee recommended, and sharehe'ders approved at the Group’s AGM on 22 january 2007, the re-appointment

of Deloitte & Touche LLP as the Group’s external auditors In accordance with Section 385 of the Companies Act 1985, a resolution
proposing that Deloitte & Touche LLP be reappointed as auditors of the Company will be proposed at the next AGM ,

internal audit

The Audit Commuttee has approved the appointment of RM's Group Reporting Manager, Edward Warwick MEng, ACA, as Head of
Internal Audit The Audit Committee, with the advice and suppert of the Head of Internal Audit, sets an internal aucht plan The Head
of Internal Audit reports on progress against this plan at Audit Committee meetings

During the year, the Group engaged KPMG LLP to advise it on internal audit matters and to parform review work on certamn subsidiaries’
accounting and financial controts Thelr report has been reviewed by the Committee, together with reports which were prepared
by RM finance persannel working under the direction of the Head of Internal Audit n accordance with the Internal audi plan

Policy on non-audit work

The Audit Commuttee has considered the 1ssue of the provision of non-audit work by the external auditors and, in March 2003, agreed
a policy intended to ensure that the objectivity of the external auditors 15 not compromised The policy states that non-audit work
should only be undertaken by the external auditors where there 15 a clear commercial benefit of doing so, any significant activity
must be approved, In advance, by at least two Audit Committee Members

In practice, this policy has resulted in a steady reduction in non-audit work undertaken by the Groun's external auditors In 2007,
no non-audit was undertaken by the Group's external auditors

Internal control

The Combined Code requires the Directors 0 review, at least annually, the effectiveness of the Group's system of internal control,
and to report t¢ shareholders that they have done 50 The Audit Committee provides the information required by the Board to do
this The Board attaches considerable rmportance to the Group's systems of internal control and risk management and confirms
that, throughout the period covered by these accounts and up to the date of their approval, it has regularly reviewed these areas
In accordance with the Turnbu!l gundance

The Board and the Audit Committee reviews annually the process of nsk management and internal control within the Group The Board
carrnes out an analysis to ientify the major nsks that affect the Group and the impact of those rnisks and considers how those risks are
managed The Group has appointed a Group Risk Manager, who leads this work and has continued to develop the Group's approach
towards risk management, which includes taking action to avoid or mitigate the impact of each risk

The Board recognises that exposure to risv 1s an mherent part of creating value The Group's internal controls are designed to

meet the particular requirements of the Group and address the nsks to which it 1s exposed In this context, the controls can provide
reasonable but not absclute assurance against materal misstatement or loss. The internal controls are designed to manage rather
than ehiminate risk
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The processes to identify, assess and manage the rsks to the Group's continued success are an (ntegral part of thie system of internat
control These processes Nclude systems to assess operational risks, inkage with the business planning process, montily forecasting,
appomntment of senior managers and controls over capital expenditure The process of enhancing and improving these processes
ensures that business risks and opportunities are effectively managed Principal risks are identified in the statement of risks section
within this report

Principal nisks are formally assessed by the Board during the annual planning process and staps are taken following this process
to ensure that these risks are monitored and managed The Boarg delegates responsibsity for operational risks to the CEO and the
Executive Committee, who review the effectiveness of internal controls over such nsks on a regular basis

The key features of the internal control system that operated throughout the penod covered by the accounts are described below

Control environment — The Board has put in place an organisational structure with clearly defined ines of responsibility and delegation
of authority to executive management Indviduals are formally made aware of their level of authority and therr budgstary responsibility,
which enables them to identify and manitor financial performance There are establishad policies and proceduses, which are subject to
regular review The Boards of the operating comparnies work within strict terms of reference and any matters outside those terms or the
agreed business pian are referred to the full Board for approval The Group's selection and recruitment procedures are set to exacting
criteria and the performance management process s supportive of these same cntena

Identification and evaluation of business risks and contro! objectives — The Board has the pnimary responsibility for identifying the
principal business nsks facing the Group and developing appropnate policies to manage those risks The Executive Committee meets
weekly with an agenda of specific operational measures for review

Information systerns — Exacutive managers are required to produce a business plan for approval at the beginning of each financial year
and detailed financial forecasts are farmally compiled quarterly and reviewed by the Board Consolidated management accounts are
produced each month and resulis measured against plan and previous year to identify any significant variations

Main control procedures — The financial systems and procedures established lead the Board to a high level of confidence in the
completeness and accuracy of financial transactions The well-established processes in place and the leve! of analytical detail given
within the management accounts facilitate the identification of unreliable data The Group's treasury function operates within a defined
poiicy designed to control the Group’s cash and to minimise 1ts exposure to foreign exchange nisk

Monitoning — The Board has an established Audit Committee that meets perrodically to review reports from management and the
external auditors so as to derve reasonable assurance on behalf of the Board that financial control procedures are in place and operate
effectively An intemal audit function reports directly to the Audit Committee and has annual plans agreed by the Audit Committee

‘Whistle blowing’ policy
The Group has adopted a formal ‘whistle blowing” policy, which allows staff to raise concerns about possible iImproprieties No concems
were raised during the year

Statement of risks

As with any business, RM 15 exposed to rsks to the continued success of the business As described above, the Group has put in place
processes designed to identify these principal risks and to manage and mitigate the effect of them The Audit Committee 15 responsible
far ensuring that risks are properly considered and the Board 1s responsible for deciding what nisks should be taken and how best

to manage and mitigate against the risks

A review of the most significant nsks the Group 1$ exposed to 1s given In the BusINgss Review on pages 18 to 19 of this Report

The Audit Commuttee 1$ sansfied that the Group's sk management and internal control processes provide a high level of coniidence
that the Executive Committee has identtfied and addressed the principal risks affecting RM

Sir Bryan Carsherg
Chaw, Audit Committee
19 November 2007
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Remuneration report

This report sets out the Group's remuneration policy and principles under which our Directors are remunerated It provides details
of remuneration and share interests of all Exacutive and Non-Executive Directors for the year ended 30 September 2007

2007 mghhghts

RM’s shiare price grew 6 4% durning the year, closing at 191 50p (2006 180 00p) per share The proposed final dividend of 4 30p makes
a total dvidend return of 5 49p per share (2006 5 17p), an Increase of 6 2% There were also (mprovements (N customer satisfaction
and market share measures and therefore as a result of this performance

* Executive Directors achieved bonus awards of £462k (72% of the maximum achievable)
« The Co-investment Plan (CiP) awarded a 1 64 for 1 match for the shares held by the executives for the critena set in 2004

Remuneration review

The Remuneratron Committee reviews the Group's remuneration pelicy and practices annually to ensure continued alignment between
the Executive Directors’ and shareholders” interests Adwisers from PricewaterhouseCoopers LLP assist us We have not made any
changes to the remuneration policies we had in place In 2004 and the Committee considers the changes made three years ago to be
operating effectively We believe that the policies and measures we have In place remasn appropriate and are in ne with the Company’s
circumstances, business outlook and strategy We have, however, reviewed the detalled targets to ensure that they remain appropriate
In view of the Company's circumstances

Full details are given In this report

1 Remuneration policy

RM’s remuneration policy Is designed to attract, retain and motivate senior executives to achigve both the Group's business objectives

and deliver outstanding shareholder returns The Committee believes that Executive Directors’ total remuneration should be strongly linked
to delivering shareholder returns, To do this, RM's remuneration package offers rewards that are ‘median’ compared to our competitors
when acceptable levels of performance have been delivered However, they are at the ‘upper quartile’ compared to competitors when
outstanding performance has been achieved Higher payments are only made when improved business performance, customer satisfaction
and superior shareholder returns have been realised Executive Directors are required to hold shares worth 100% of their base salary,

and to make a personal commitment i shares from their own resources before participating in the long-term incentive plan

The graph below shows the way we structure the total remuneration for our Executive Directors

Structure of total remuneration for Executive Directors

Below target At target Qutstanding
Non-variable
salary Median Median Medan
pension Standard Standard Standard
variable
annual bonus NIl 50% of salary 100% of salary
Co-Investment Plan Nil 1 for 1 match 3ior 1 match

if outstanding performance is achieved, the value of the total package almost doubles in comparison with an on-target performance,
and more than trebles what it would be in the event that the Group nas not met the targets set These Increases are derived entirely
from the incentive programmes It 15 clear that the Executive Directors’ personal wealth nses and falls with Company performance
and the impact of share price changes on their sharehcldings in !M The Remuneration Commuttee 15 satisfied that this model
provides appropriate alignment with Company performance and shareholder returns, and therefore acts as a real motivator

to the Executive Directors
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The Committee supparts Executive Directors who wish to serve as a Non-Executive Director on the Board of one other company
The Commitiee believes that this can offer the executive valuable additional expenence, which then benefits RM Mike Grelg serves
as a Non-Executive Director and Chair of the Audit Committee of CODA pic His remuneration for this position 1s disclosed In
section 4 of this report

In setting Executive Directors’ reward, the Remunieration Committee takes account of the level and structure of reward elsewhere
within the Company The Committee strongly believes that all employees should share in the success of the Group

» Through the RM plc 2002 Staff Share Scheme all UK employees, who have been In service for at least seven maonths at the date
of the annual award, recewve free shares

* 100% of employees can earn bonuses linked to EPS and/or customer satisfaction, and personal objectives

» Selected senior executives are Invited to participate in the CIR though at lower levels of commitment than the Executive Directors,
and are subject to mimmum shareholding guidelines

Remuneration policy composttion purpose and measures

Executive Directors’ remuneration comprises base salary, annual bonus and & long-term incentive plan inked to the Company’s
performance aver a three-year period In fine with industry practice, Executive Directors are provided with a range of benefits including
pension, private medical insurance, [fe assurance, permanent health insurance and a company car (or eguivalent cash allowance]

The role, purpose and performance megsures for each of these elements of the package for 2008 are summarnised in the tabie below

Element Purpose Performance targets
Base salary To attract and retain Role and contnbution
Pension and benefits Competuive fixed benefits to provide Role

security and protection, and to retain

Annual bonus

= 100% of salary maximum Provide upside potential to motivate 50% on EPS
{of which 40% paid in shares and to reward achievement of 20% on customer satisfaction
and deferred for three years) short-term business plan 20% on market indicators

10% on personai objectives
Deferral supports retention and
sharehaolder alignment

Long-term incentives

* Maximum investment of 33% Provide further upside potential related to Relative Total Shareholder Return (TSR}
of base salary per year {ong-term goals, and to encourage leadership EPS
and strategic actions Supports retention Share price movement

« Maximum 3 for 1 match and strong alignment with sharehotders

Shareholding requirement
= 100% of salary Ensure alignment between the interests
of Executive Directors and shareholders

A high proportion of Executive Directors’ potential total remuneration 1s, as shown, performance related and a significant proportion
provided in the form of shares Executive Directors have the opportunity to earn high levels of reward, but only If they enhance
shareholder returns by meeting the Company’s short-term and long-term targets. The Remuneration Commuttee reserves the flexibiity
to adjust the performance conditions from tme to time, should this be necessary, in the ight of market or Company developments

a) Base salarfes
The pelicy of the Remuneration Committee 1s that base salary 15 only one element of the entire package and should be considered
within this context The policy 15 that an average remuneration package should be receved by executives, for delivering average
performance to shareholders, and an excellent remuneration package should be recenved by executves delivering upper quariile results.
The leverage and alignment, therefore, come entirely from the generous bonus and long-term ncentives. The base salary 1s set at
median in the market to achieve the desired leverage If our targeis are exceeded, than the executive has the opportunity to more
than treble the value of their remuneration package, but this 15 delwvered by the vanable element in the package, not the salary

we benchmark remuneration packages with a group of 13 UK software and IT companies identified as appropriate peers we identify
the most similar companies in terms of size, complexity and business field As a result of the benchmarking exercise, Executive
Directors’ base salanes have been increased this year

Rob Sirs' ang Mike Greig's salaries have been increasad by 4 48% and ¢ 55% respectively, bringing them in kne with market median

Last year's Report noted that the base salary of the Group's CEO was significantly below market median level, this s not reflective of
performance and the Committee set out a proposal to move 1t to median level In two equal steps over two years Analysts performed
this year indicates that market conditions have moved on and the propased action will not close the gap The Committee has awarded
the CEQ a base salary increase of 14 23% which 15 i ine with last year's proposal, and agreed to ensure that his base salary reaches
market median level In the nexi three years
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Remuneration report continued

The tevel of annual bonus, long-term incentive potential and pension benefit are all inked to base satanes and 50 the costs or patential
costs of these will ncrease proportionately The overall alance of the package remains unchanged

b) Annual bonus
The annual bonus potential 1S 100% of base salary with 40% of any bonus paid deferred into shares for three years calculated by using
the RM share price on the date of the bonus payment

The bonus payment made to the executives depends on the performance conditicns, set by the Remuneration Committee at the
beginning of the year, being met The performance targets reflect the factors that we believe to be critical to RM'S business success
and the Remuneration Committee 1s satisfied that the targets set are stretching and aligned to shareholders interests

Wwe explamn below what the performance targets are The attanment of the targets 1S independently audited prior to any rewards
being made

Bonus for 2008
The performance targets that the Remuneration Committee believes are criical to achieve in 2008 are INCreases in EPS, customer
satisfaction, and market share indicators and attainment of personal objactives relating 10 RM's overall success

The weighting of the different bonus measures 1s as follows

%
EPS 50
Customer satisfaction 20
Market share and acquisition 20
Personal objectives W0

For each parameter we have a range between ‘unacceptadle’, ‘target’, and outstanding’ These rewards are set so that the remuneration
package, as a whole, will be better than most competitors’ packages if sutficient benefits have been delivered to shareholders This
ensures that Executive Directors have the opporturity to earn high rewards, relative to competitors, but only for supernor performance

if there I1s an unacceptable level of EPS, no bonus, other than personal, 1s awarded even if performance in the customer satisfaction,
market share and acquisition areas has been achieved

Given the nature of the education market, iImproving customer satisfaction 1s critical to long-term shareholder returns Therefore,
achieving customer satisfaction targets coutd result in an annual bonus payment of up to 20% of base salary If customer satisfaction
does not increase, then none of the 20% bonus 1s paid We measure our customer satisfaction constantly and we set targets based
on the best data we can find on what cutstanding companies achieve in terms of improvement

The Commuittee believes that £ 1S In shareholders’ interests that bonuses are tied to an increase n market share and we consider a
variety of measures to inform our judgement on whether or not it is clear that targets have been met Achieving market share targets
could result in an annual bonus payment of 20% of base salary Personal objectives are set by the CEQ with Remuneration Committee
approval and related to business critical 1Ssues In the executives’ specific area The CEQ's personal objectives are set by the Chairman
of the Board and approved by the Remuneration Committee

8onus for 2007

in 2007, the maximum bonus Executive Directors could earnt was 100% of salary Based on the performance for the year just passed,
T:m Pearson, Mike Greig and Rab Sirs each received on average an annuat bonus of 72% of their salary (of which 40% was deferred
into shares) This was based on EPS growth of 7 0% which tniggered the customer satisfaction and market share targets to be taken
into consideration The Co-Invastment Plan (CIP) also matched shares at 1 64 for 1 - given the EPS growth and TSR results over the
preceding three years

¢} Long-term incentives

In erder to focus Executive Directors on longer-term performance delivery and value creatton, the Remuneration Committee employs
a CIP For 2008 1t 15 Intended that this will be the sole, long-term, incentive plan for Executive Directors (in years prior to 2005 share
options were also granted)

The CIP operates on a three-year cycle A new cycle 1s started each year and Executive Directars are invited to commit shares worth
up to 33% of their base salary At the end of the three-year penad, up to three matching shares may be awarded for each commutted
share, subject to the achievement of performance conditions Therefore, the maximum award of matching shares that can be made
under any plan cycle 1s 99% of salary Comimitted shares have to be retained throughout the plan cycle to qualify for matching shares

The Remuneration Committee operates this plan on an annual basts Each year it wilt censider the appropriateness of the ptan and

set performance conditions relevant to the circumstances that the Group faces at the time It will take Into account competitive market
practice, consensus expectations for TSR growth, and Group busmess pians. Such performance conditions wall always be established
at levels that are demanding i the circumstances and that are aligned with shareholder interests

36 RM pi¢ Annuat report and accounts 2007




AS In previous years, there are two performance conditions for the plan cycle starting in 2008 These are based on diluted EPS growth
and relative Total Shareholder Return (TSR), both of which will be measured over three years TSR will be measured relative to the FTSE
Software and Computer Services index EPS will be measured prior to exceptional items and will only come into operation if the share
price at vesting (s at least equal to 100% of the share price &t the date of award Matching shares will be subject to each condition,

as shown n the table below There 1s no re-testing of the performance conditions under the plan Matching awards vary on a shding
scale between the levels shown

TSR relative to

EPS growth FTSE Software and Computer Services index
Annual compound growth Match Relatlve ranking Match
Less than RPIl + 3 0% Ni Below median NH
RPI+ 30% 05for1 Median 05fors
RPI + 8 5% 15 for1 Upper guartile or above 15for4

The EPS measure 1S based on audited figures, and the TSR measurement 15 independently venfied by PricewaterhouseCoopers LLP
The Remuneration Committee has the discretion to adjust the base or final year ERS figures to ensure a fair and censistent comparison
In light of the introduction of international Financial Reporting Standards The Committee also reserves the night to exercise discretion
to override the share price underpin in circumstances where 1t determined that the share grice performance had been good and the
reason that the underpin had not been met was due to circumstances beyond management control

if 2 change of control of the Company were ta happen, awards wiHl vest in ine with the extent to which perfarmance conditions have
been met at the point of change of control, and pro-rata In line with the proportion cf the performance period that has elapsed

d) Share option scheme

Following a review of Execttive Director’'s remuneration during 2004, the Remuneration Committee decided that share opttons wolld
not be granted to Executive Directors (this 1S kept under review by the Remuneration Committee in light of evelving market practice)
The Remuneration Committee helieves, however, that the grant of share opuions can be vital in attracting high-calibre employees

In our competitive marketplace and, therefore, reserves the flexibility to use options at senior levels for this purpose

Details of prior year option grants and performance conditions can be found in section 6

2 Performance graphs

The Group’s TSR 15 compared in the graph below against the TSR of the FTSE Software and Computer Services index This index has
been chosen as the best benchmark of RM's performance as this Is the sector within which RM opérates RM IS a constituent of this
iIndex £100 invested N RM shares on 1 October 2002 would have been worth £381 25 at 1 October 2007 An investor, who had nvested
the same amount In the FTSE Software and Computer Senvices index, woulg have seen therr investment increase to £245 98 over

the same period

Total shareholder return - cumulative

£
400

— RM

/ —— FTSE Software and Computer Services Index

0 2002 2003 2004 2003 2006 2007

The graph above shows the value over five years ¢of £100 invested In RM shares on 1 October 2002, assuming that all dvidend
tncome (s reinvested, compared to the FTSE Software and Computer Services index
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3 Directors’ service contracts and letters of appointment

The Committee's policy on Executive Directors' service contracts is for them to contan a maximum notice period of one year All
Executive Directars’ service contracts can be termmated on one year's notice Each service contract expires at the respective normal
retirement date of the Directar, but Is subject to earhier termination for cause or If notice 15 given under the contract The coritracts are
designed to allow for flexibility to deal with each case on ks own particular merits, in accordance with the law and policy as they have
developed at the relevant time In the event that the Company wishes to terminate the employment of a Director, 1t witl take into
account the Director’s obligation to mitigate when deciding on an appropriate level of compensation

a) Tim Pearson

Tim Pearscn has a service contract, dated 15 February 2002, which provides for 12 months’ notice on the part of the Company and

six months by the Director The contract ends automatically when he reaches his retirement age of 60 Under the terms of his contract,
the Company may, at its sole and absolute discretion, pay salary in lieu of any required pertod of notice

b) Mike Grelg

Mike Greig has a service contract, dated 13 February 2002, which provides for 12 menths’ notice on the part of the Company and

six months by the Director The contract ends automatically when he reaches his retirernent age of 65 Under the terms of his contract,
the Company may, at its sole and absolute discreton, pay salary in ileu of any required peniod of notice

¢) Rob Sirs

Rob Sirs has a service contract, dated 13 Febiuary 2002, which provides for 12 months’ notice on the part of the Company and six
months by the Director The cantract ends automatically when he reaches his retirement age of 65 Under the terms of his contract,
the Company may, at its sole and absolute discretion, pay salary 1n lieu of any required penod of notice

d) Chairman and Noh-Executive Directors

The Chairman and the Non-Executive Directors do not have service contracts with the Company Their appointments are governed

by letters of appointment, which are for a specified term Each Non-Executive Director's date of appointment as a Non-Executive
Director of the Company and most recent date of reappointmant are shown below Following a review of market practice, annual fees
for the basic fiduciary duties of a Non-Executive Director were Increased to £25,000 per annum Additional fees were also intreduced
to recognise responsibility and time commitment associated with chainng or membership of Board Committees and the role of the
Senior Independent Director These changes mean that the total average annual payment for a Non-Executive DIrector is just befow
£37,000, which 1s breadty in ine with the comparator group that 1s used for benchmarking the salanes of Executive Directors
Non-Executive Directors are also entitled to reimbursement of reasonable business expenses

Date of appolntment Date of last Specified term

as a Non Executlve Director reappointmant {years)

J P Leighfield 3 November 1993 1 May 2007 3
B Carsberg 1 September 2002 1 September 2007 3
IR wWindeler 1 October 2002 1 October 2005 3
M ) Tomlinson 2 February 2004 28 January 2007 3
TR P Brighouse 20 May 2004 1 February 2007 3

4 Directors’ remuneration
The total amounts for Directors’ remuneration and other benefits were as follows

2007 2006

£000 000

Emoluments 1,418 1176
Garns on exercise of share options 75 71
Amounts recewvable under long-term incentive schemes 324 581
1,817 1,828
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Dyrectors’ emoluments in respect of the Directars of the Company who served dunng the year ended 30 september 2007 were as follows

salaries Taxable Annual 2007 2006
and fees benefits bhonuses** Total Toal
Name E0O0O £000 E000 EQOC £000
Executive
TR Pearscn 276 13 192 431 370
M D Greig* 168 14 127 309 265
RA Sirs 189 12 143 344 307
Non-Executive
1P Leighfield 78 21 - 99 85
SL Coutu 44 - - 44 32
B Carsberg 40 - - 40 34
JR Windeler 34 - - 34 28
TR P Brighouse 33 - - 33 27
M ) Tomhnson 34 - - 34 28
896 60 462 1,418 1,176

*In addition M D Greig receved and retained £25,875 (2006 £25,500) in respect of his position as a Non-Executive Director at CODA plc
*+60% 15 paid in cash and 40% deferred intc shares payable after three years

Taxable benefits comprise proviston of a company car, car and fuel allowance payments, privaie healthcare and the cost of providing
additional lump sum life cover

with effect from 1 November 2007 the base salary figures of the Executive Directors are

Tim Pearson 305,000
Mike Greig 195,000
Rob Sirs 210,000

5 Directors’ long-term incentive ptan - the Co-Investment Plan

a)

The Co-tnvestment Plan 15 described in section 1c) of this Remuneration report The performance conditions for the first operation
of the Plan were approved by shareholders at the Group's annual general meeting In January 2003 These conditions were that the
grant of matching shares be subject to two performance congitions gver a three-year period A maximum of three matching shares
can be awarded for each committed share, with half of the matching shares subject to a condiiion based on real growth in EPS
(excluding goodwill and before exceptional charges) and half subject to a relative TSR measure For the first grant, the TSR measure
was based on the extent to which the Company’s TSR outperformed the FTSE 250 (measured In terms of standard deviations)

The performance measure for the plan cycle starting in 2008 has the same structure as the initial award, except that relative TSR 1s
measured as a percentile ranking against the FTSE Software and Computer Services index and EPS will only come into operation if the
share price at vesting 1s at least equal to 100% of the share price at the date of award Previous year Co-Investment Plan performance
condittons are sumrmarnsed in the table below The Committee considers these performance conditions to ba challenging, refative to the
performance required

2007 Grant 20056 Grant 2005 Grant

EPS condition Less than RPI + 5 2% = NIl Less than RPI + 2 9% = NIl Less than RPI + 5 0% = Ni
3-year average RPI + 5 2% = 0 5 for 1 match RPI + 5 2% = 0 5 for 1 match RPI +50% = 05 for 1 match
annuat EPS growth RP1 +8 5% = 1 5 for 1 match RP1 +8 5% = 1 5 for 1 match RPI+12 0% = 15 for 1 match
{50% of grant) (sliding scale) (sliding scale) (shding scale}
Relative TSR Vversus FTSE S&CS versus FTSE S&CS Versus FTSE S&CS
caonditicn Median = 0 5 for 1 match Median = 0 5 for 1 match Median = 0 5 for 1 match
(50% of grant) upper guartile = 1 5 for 1 match Upper quartile = 1 5 for 1 match Upper quariile = 15 for 1 match
{shiding scale) . {sliding scale) {shding scale}

The Remuneration Committee has discretion o adjust for the impact of the introduction of IFRS in deternuining whether the
performance ¢condition has Deen met
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Remuneration report continued

b)
The Directors’ interests in the long-term incentive plan are hsted below
Maximum Maximum
number of Number number of

matching shares* Market price Performance period of matching Market price  matching shares*
Date of ewarg &t 01710706 on award date for matching shares  shares released Release date o0 release date at 30/09/07
TR Pearson
16/12/03 89,040 135 0p 01/10/03-30/09/06 54,838 05/12/06 177 0p -
10/12/04 51,297 156 Op 01/10/04-30/09/07 - - - 51,297
20/12/05 145,698 159 0p 01/10/05-30/09/08 - - - 145,698
05/01/07 - 211 5p 01/10/06-30/09/09 - - - 124,977
M D Greig
16/12/03 107,607 135 0p 01/10/03-30/09/06 68,690 05/12/06 177 Op -
10/12/04 67,011 156 0p 01/10/04-30/09/07 - - - 67,011
20/12/05 102,735 159 0p 01/10/05-30/0%/08 - - - 102,735
05/01/07 - 211 5p 01/10/06-30/0%9/09 - - - 83,319
R A Sirs
16/12/03 90,000 1350p 01/10/03-30/0%/06 57,450 05/12/06 177 Op -
10/12/04 95,268 156 0p 01/10/04-30/0%9/07 - - - 95,268
20/12/05 121,413 159 0p 01/10/05-30/0%/08 - - - 121,413
05/01/07 - 211 5p 01/10/04-30/0%/09 - - - 94,083

*The number of matching shares I1s the maximum {a match of 3 for 1) that could be receved by the Executive Directer if performance
conditions outtmed 11 the policy section are fully met

6 Directors’ share options
The Remuneration Committee has determined that Executive Directors wall not be granted share options in 2008 However, Executive
Directors have been granted options i previous years

a)

The Company operates three executive share option schemes the RM plc 1994 Executive Share Option Scheme (the 1994 Scheme?),
which was adopted at the time of the Group’s flotation i Decernber 1994, the RM pic 2001 Executive Share Option Scheme (the 2001
Scheme’), which was adopted at the annual general meeting held on 24 January 2001, and the RM pic 2004 Executive Share Gption
Scheme {the '2004 Scheme’} which was adopted at the annuat general meeting held on 28 January 2004 Performance conditions

are set each year in hght of the Company's prospects over the coming three-year period, including giving consideration to analysts’
consensus forecasts for EPS growth RM share options are not offered at a discount

1994 Scheme

Under the 1994 Schere, which 1s now clased, Ordinary or Super opttons were granted at market value at the tme of grant and are
normatly exercisable between three and ten years from the date of grant The proviso 15 however, that the increase in the Company's
EPS over a three year period exceeds RPI by 6% for Ordinary options and 10% for Super options Executive Directars only received
Super options with no re-testing of the performance condition on these
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2001 Scheme

Under the 2001 Scheme, options were granted at the market value at the time of grant and were exercisable three years after the date
of the grant, provided performance conditions were met The performance conditions refated to the Group's EPS {excluding goodwill
and before exceptional charges) growth relative to RPI, with the number of options exercisabie varying on a shding scale depending
on the extent to which EPS exceeds RPI The 2001 Scheme had z Iife of three years, and closed in 2004

The performance conditions for share options granted under the 2001 Scheme are summarised in the following table

% of optlons vesting
Grant date rerformance condltion {with siiding scale)
November 2001 and March 2002 3 year growth EPS
RP + 3% 25
RPI + 22% 100
June 2002 2003 EPS =5 51p + RPI 375
2003 EPS =612p + RPI 50
2004 EPS = 7 96p + RPI 375
2004 EPS = 8 84p + RPI 50
December 2002 3 year growth EPS
’ RPI + 3% 25
RPI + 22% 100
December 2003 - 3 year growth EPS
RPl + 7 5% 33
RPI+ 17 5% 100

There Is no re-testing of the performance conditions

2004 Scheme

Shareholder approval was obtaned in January 2004 for an extension of the 2001 Scheme with a reduced averal! dilution imit of 13%
(down from 15% in the 2001 Scheme} RM has alsc committed to keep future years’ annual option grants to less than 1% pa dilution
Maximum grants under the scheme are 200% of basic satary No options have been granted to Executive Directors under the 2004
Scheme No options will be granted to Executive Directors under this scheme during 2008

As described elsewhere In this report, it 1s iIntended that the 2004 Scheme will only be used at Director level In exceptional
circumstances {for example, recruitment} In the event that the scheme 1s used for grants up to 100% of safary, vesting will require EPS
growth of RPI + 3% pa (from the December 2007 grant) over the fixed three year performance period For larger grants, a siding scale
would be applied, requring more stretching levels of performance for full vesting Following advice on the potential profit and loss
impact, the Committee has decided that future awards granted under this scheme will be subject to a cap on the potential gain

at vesting — which wili be set at the time of each award There will be no re-testing of performance concitions

The performance conditions far share options granted under the 2004 Scheme are summarised i the following table

% of opticns vesting
Grant date Performance condltion {wlith sliding scale)

December 2004 3 year growth EPS
RPI + 5% 100

November 2005 3 year growth EPS
RPE + 5% 100

December 2006 3 year growth EPS
RPIl + 5% 100

June 2007 3 year growth EPS
RPIl + 5%* 100

*The gain on the option will be restricted to 2 5 times the exercise price of the option
The total number of options currently outstanding 1s 5,710,693 which represents & 16% of RM's current shares 111 1ssue
Growth 1n EPS compared with 2003 means that the options granted In December 2004 will become exercisable
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b}
The Directors’ Interests in share options are listed below
Market
price at
At Granted Exercised Lapsed At Exercise date of Dates from
0171008 in year In year in year 30/09/07 price* exercise which exerclsabie Expiry dates
TR Pearson
options with an exercise price equal to or above £1 915
146,919 il Nl NIl 146,919 £4 926 - 20/05/01-24/05/03 20/05/08-24/05/10
Cptions exercised during the year
70,000 Nl 70,000 NIl Nil £1475 £1 850 17/02/00 17/02/07
15,000 Nl 12,000 3,000 NIl £1 445 £1 850 01/12/06 01712713
M D Grelg
Options with an exercise price equal to or above £1 915
146,N9 NIl NIl NIl 146,919 £4 926 - 20/05/01-24/05/03 20/05/08-24/05/10
Options with an exercise price below £1 915
226,379 NIl NIl 3000 223,379 £0912 - 03/12/00-01/12/06 03/12/07-01/12/13
Options exercised during the year
25,000 NIl 25,000 NIt NIl £1475 £1 850 17/02/00 17/02/07
R A Sirs
Options with an exercise price equal to or above £1 915
124,252 Nil NIl N 124,252 £4 973 - 20/05/01-24/05/03 20/05/08-24/05/10
Options with an exercise price below £1 915
231,750 il Nil 3,000 228,750 £0 816 - 05/03/05-01/12/06 05/03/12-01/12/13
Options exercised durng the year
16,670 Nij 16,670 Nil NIl £1475 £1 850 17/02/00 17/02/Q7
66,670 N1l 66,670 Nil Nil £1635 £2 0565 03/12/00 03/12/Q7
*Other than for exercised options the price shown s the weighted average exercise price

The gains on exercise of options were as follows

£
Tim Pearson 31110
Mike Grelg 9,375
Rob Sirs 34919

A significant proportion of Executive Directors' share options have exercise prices significantly abave current share price tevels

Many of these also have performance condrtions that are now unlikely to be achieved

There have been no changes in the Directors’ nterests in the shares of the Company during the period 1 October 2007 to

16 November 2007

The market price of the ordinary shares at 30 September 2007 was 191 50p per share and the range dunng the year was 161 250

to 224 50p per share
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7 Directors’ shareholdings
The heneficial nterests of the Directors n the ordinary shares of RM plc as at 30 September 2007 or at therr date of appointment
if later were

30 September 30 september
2007 2006

JP Leighfield 150,000 150,00C
TR Pearson 185,052 155,974
M D Greig 179,999 179,939
RA Sirs 127,138 172,837
SL Couty 50,816 50,816
B Carsberg - -
1R windeler 32,000 32,000
M J Tomhnson - -
TR P Brighouse 10,000 16,000

In agddition to the interests hsted above, Tim Pearson has a non-beneficial interest as a trustee of the RML Staff Share Scheme
In 1,361 shares (2006 1,361}

8 Directors’ pensions

a)

Ali Executive Directors are members of the Group's principal pension scheme, the Research Machines plc 1988 Pension Scheme This
scheme provides a pension of 1/60ths of a member's final pensionable salary for each year of service, subject to Inland Revenue imits.
Only base salary s pensionable Following the lifetime allowarnce introduced with the April 2006 pensions changes Tim Pearson elected
10 cease accruing pension from February 2007 and receive & cash supplemant in lieu of the employer contributions instead

Normal retirement age 1s 60 In respect of beriefits accrued prior to 1 May 2002 For benefits accrued after 1 May 2002 normal
retirement age Is 45, but members were able to choose to maintain the normal retirement age at 60 subject to paying a higher rate
of contributions

Normal retirement age Normal retirement age
Member contributlons % salary (Pre 1 mMay 2002 benefits) (Post 1 mMay 2002 benefits)
6 3% &0 65
12 10% - 60 &0

Tim Pearson paig contributions at the higher rate whilst Mike Greig and Rob Sirs pay at the lower rate

The scheme also provides life insurance cover and dependant pensions Member contributions are notionally held in individual
accounts that are increased in line with the fund’s investment returns. Benefits receved under the scheme are guaranteed o have
a value at least as high as the value of these Indwidual accounts at retirement
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Remuneration report continued

b)

The table helow shows at the year-end the accrued pension should the Directors leave employment, the increase In the accrued
pension durning the year, the increase excluding mflation and the transfer value of that increase less member contributions and any
Increase/idecrease) In this value assessed on the transfer value basis of the scheme

TR Pearson M D Greig RA Sirs

(age 47} fage 51) {age 46}

£000 £000 £000

Accrued annual pension at 30 September 2007 75 50 53
Increase 1n accrued pension dunng the year 5 5 5
Increase N accrued pension {net of Inflation) 5 3 3
Transfer vatue of increase (net of Inflation and Director’s contnbutions) 58 32 25
Transfer value of accrued pension at 30 September 2007 881 577 503
Transfer value of accrued pension at 30 September 2006 732 484 429
Increase In transfer value (net of Director’s contributions) 149 93 74

As from 1 June 2006 all three Directors opted to join the SMART Scheme (pension salary sacrifice) and as such ceased employee
contributions from that date

No money purchase scheme contributions were naid by the Company In respect of any Directors during the year

2 Compliance with regulations

This report has been prepared in accordance with the Directors’ Remuneration Report Regulations 2002 The report also meets the
relevant requirements of the Listing Rules of the UK Listing Authority and Hustrates how the principles of the Combined Code relating
to directors’ remuneration are applied by the Company

This report has been approved by the Board, and shareholders will be asked to consider and approve 1t at the annual general meeting
to be held on 21 January 2008

The Group's auditors are required to comment on whether certain parts of the Group’s Remuneration Report have been prepared
In accordance with the Companies Act 1985 {(as amended by the Regulations) Accordingly, sections 4, 5(1), 6(b) and 8(b) have been
audrted by Celoitte & Touche LLP

10 Remuneration Committee

The Remuneration Committee cperates under terms of reference approved by the Board with the purposes of determining, on behalf
of the Board and shareholders, alt elements of the remuneration of the Company’s Executive Directors and of overseeing major
changes to the overali reward policy structure throughout the Group These terms of reference can be found on the Group’s Web

site at www rm com/investors. The Remuneration Committee undertakes an annual appraisal and addresses any areas that have
been highlighted for improvement

Nane of the members of the Commuttee has any personal financial interest in the Company other than through fees receved
or as a sharehotder They are not Involved In the day-to-day running of the business and have o personal conflicts of interest

The Committee believes in regular dialogue with shareholders on remuneration matters and aciively meets with leading shareholders
to discuss the Company’s reward programmes

The fees of Non-Executive Direciors are a matter for the consideration of the Board as a whole Each Director receves a fee for
being a Director If Committee work requires additional time commitment, then the Directors are paid on a per diem basis
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a) Composition of the Remuneration Committee

RM's Remuneration Committee comprises Sir Mike Tomlinson {Chair), Sir Bryan Carsberg and Johnwindeler, ali of whom are
independent Non-Executive Directors Prior to her retirement from the Board on 28 October 2007 Sherry Coutu chaired the
Remuneration Committee

b) Scheduile of meetings
The Remuneration Committee met six imes during the year

Detalls of attendance at Remuneration Committee meetings are as follows Sherry Coutu, six meetings, Sir Bryan Carsberg,
six meetings, John Windeler, five meetings, and Mike Tomlinson, four meetings.

¢) Advisers to the Remuneration Committee
During 2007, the Committee asked a number of Group employees and external consultants for their views and advice

Tim Pearson, RM's CEQ, attends meetings of the Remuneration Committee Ly Invitation to provide background and context cn matters
relating to the remuneration of the other Executive Directors, but does not participate In discussions relating to his gwn remuneration
The Committee also received views and advice from Mike Greig (Group Finance Director), Rob Sirs (Chief Operating Officer),

Russeil Govan (Human Resources Director) and John Leighfield (Chairman)

PricewaterhouseCoopers LLP who were appointed by the Committee, provided advice on the Executive Directors’ remuneration
and nformation on market practice PricewaterhouseCoopers LLP were also employed by the Group to audit RM's internal customer
satisfaction measure

This report has been approved by the Board of Directors and signed on its behalf by

M J Tomlinson
Charr, Remuneération Committee
19 Novemnber 2007
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Independent auditors’ report to the members of RM plc

Wwe have audited the Group and Parent Company financial statements (the ‘financial statements’) of RM pic for the year ended

30 september 2007 which comprise the Consolidated Income Statement, the Consglidated and Parent Comparty Balance Sheets,

the Consclidated and Parent Company Cash Flow Statements, the Consolidated Statement of Recognised Income and Expense and
the related notes 1 to 32 These financial statements have been prepared under the accounting policies set out therain We have also
audited the information it the Directors’ Rermuneration report that 1s described as having been audited

This report 15 made solely to the Company’s members, as a body, in accordance with secuion 235 of the Companies Act 1985 Our audit
work has been undertaken so that we rmight state to the Company’s members those matters we are required to state to them in an
auditors’ report and for no other purpose To the fullest extent permitted by law, we do not accept or assume responsibiity to anyone
other than the Company and the Company’s members as a body;, for our audit work, for this report, or for the opinmons we have formed

Respective responsibilities of Directors and auditors

The Directors' responsibilities for preparing the Annual report, the Drectors’ Remuneration report and the financial statements
In accordance with applicable law and International Financial Reporting Standards (IFRSS) as adopted by the European Union are
set out In the Statement of Directors’ Responsioihties

Qur responsibility 15 to audit the financial staterments and the part of the Directors’ Remuneration report to be audited in accordance
with relevant legal and regulatery requirements and Internagtional Standards on Auditing {UK and Ireland)

We report 1o 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 in accordance with the Companies Act
1985 and, as regards the Group financial staternents, Article 4 of the tAS Regulation We also report to you whether in our opinion the
information given in the Directors’ report 15 consistent with the financial statements The information given in the Directors’ report
inciudes that specified information cross referred from the Business Review section of the Directors’ report

In addiion we report to you If, In our opinion, the Company has not kept proper accounting records, If we have not receved all the
nformation and explanations we require for our audit, or If information specified by law regarding Directors’ remuneration and other
transactions Is not disclosea

We review whether the Corporate govarnance report reflects the Company’s compliance with the nine provisions of the 2003
Combined Code specified for our review by the Listing Rules of the Financial Services Authority, and we report if 1t does not We are
not required to consider whether the Board's statements on internal control cover al risks and contrals, or ferm an opinion on the
effectiveness of the Group's corporate governance procedures or 1ts sk and control procedures

we read the other information contaned in the Annual report as described in the contents section and consider whether it s consistent
with the audited financial statements we cansider the mplications for our report if we become aware of any apparent misstatements
of matenal nconsistencies with the financial statements Qur responstbilities do not extend to any further information outside the
Annual report

Basis of audit opinion

we conducted our audit in accordance with International Standards on Auditing (UK and Irefand) 1ssued by the Audiuing Practices Board
An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements and the
part of the Directors” Remuneration report to be audited 1t alse includes an assessment ¢f the significant estimates and judgments
made by the Directors in the preparation of the financial statements, and of whether the accounting policies are appropriate {0 the
Group's and Company s circumstances, consistently applied and adequately disclosed

we planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance that the financial statements and the part of the Directors’
Remuneration report to be audited are free from material misstatement, whether caused by fraud or other irregulanty or error

In forming our opimion we also evaluated the overall adequacy of the presentation of informaticn in the financial statements and
the part of the Directors’ Remuneration report to be audited
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Opinion
In our opINIon

« the consolidated financiat statements give a true and faw view, In accordance with IFRSs as adopted by the Eurcpean Union, of the
state of the Group's affairs as at 30 September 2007 and of its profit for the year then ended,

« the Parent Company financial staterments give a true and fair view, in accordance with IFRSS as adopted by the European Union as appled
in accordance with the provisions of the Companies Act 1985, of the state of the Parent Company's affairs as at 30 September 2007,

« the financial statements and the part of the Directors’ Remuneration report to be audited have been properly prepared in 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 statemeants

Separate opinion In relation to IFRSS
As explained In note 1 to the consohdated financial statements, the Group in addiion to complying with s legal obligation to comply with
IFRSs as acopted by the European Union, has also complied with the IFRSs as issued by the International Accounting Standards Board

In our cpinion the Group financial statements give a true and fair view, in accordance with IFRSS, of the state of the Group's affairs
as at 30 September 2007 and jS Qjﬁroﬂt for the year then ended

Deloitte & Touche LLP -f\r\ L-Lf'
Chartered Accountants and Registered Auditors

Reading, United Kingdom

19 Novemnber 2007

If you have obtained this document as @ pdf download from RM's investor relations web site (wwwrm com/mvestors) please note
the following

Neither an audit nor a review provides assurance on the maintenance and integnty of the Web site, including controls used to achieve
this, and In particular whether any changes may have occurred to the financial information since first published These matters are the
responsibliity of the Directors but ne control procedures can provide absolute assurance in this area

Legislation in the United Kingdom governing the preparation and dissemination of financiat information differs from tegslation
in other Jurisdictions
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Consolidated income statement

for the year ended 30 September 2607

Before
amortisetion Arnortisation
of acquisition of acquisition
related related
intangible intangible
assets and assets and
exceptional exceptlonal
pension pension 2007 2006
credit credit Total Total
Notes E000 £000 E0O0 £020
Revenue 3 270,910 270,910 262,310
Cost of sales (197,376} (197.376) (191,177
Gross profit 73,534 73,534 71,133
Selling and distnbution costs (33,979) (33,979) (33,166}
Rasearch and development expenses (14,886) {14,886) (14,918)
Administrative expenses (11,174) (11.,174) (10,193}
Amortisation of acquisition related intangible assets {580) (580) (53}
Exceptional pension credit x 3,500 3,500 -
(60,039) 2,920 (57,119 (58,330)
Profit from operations 5 13,495 2,920 16,415 12,803
investment ncome 7 2,047 2,047 1,876
Finance costs 8 (27) (27} (135)
Profit before tax 15,515 2,920 18,435 14,544
Tax 9 (4,153) (877) {5,030} {4,053)
Profit for the penod attnbutable to equity holders of the parent 11,362 2,043 13,405 10,489
Earnings per ordinary share 10
BasiC 12 4p 22p 14 6p 116p
Diluted 12 3p 22p 14 5p 115p
Paid and proposed dividends per share 1"
INterim 119p 112p
Final 4 30p 405p

Ali activities relate to continuing operations The accompanying notes are an integral part of this consolidated income statement

Consolidated statement of recognised Income and expense

for the year ended 30 September 2007

2007 2008

Notes E000 £000

Exchange differences on translation of foreign operations 194 (48}
Actuanal gains/(losses) on defined benefit pension scheme 0 7,565 (3,914)
Tax on rtems taken directly to equity 9 (2,096) 1,287
Net income/{loss) recognised directly In equity 5,663 (2,675}
profit for the year 13,405 10,489
Total recognised income and expense for the year attnbutable to equity holders of the parent 19,068 7814

The Company has no other recognised income and expense other than the profit for the year as shown in note 24, conseguently
a statement of recogmsed Income and expense has not been prepared
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Consolidated balance sheet
as at 30 September 2007

2007 2006
Notes £000 £000
Non-current assets
Goodwlt 12 24,626 22332
Acquisition related intangible assets 13 3,267 1,002
Other mtangible assets 13 2,395 2460
Property, plant and equipment u 21,125 22,483
Deferred tax assets 9 2,739 7.394
54,152 55,671
Current assets .
Inventories 1% 13,701 10815
Frade and cther recevables 18 58,803 51,381
Cash and cash equivalents 2 29,321 30,092
101,825 92,268
Non-current assets held for sale - 1.094
Total assets 155,977 149,033
Current habihities
Trade and other payables i 19 {86,006) (78.871)
Tax liabilities 19 (1,221) {1,416)

(87.227) {80,287)

Net current assets 14,598 11,981

Non-current liabtlities

Retirement benefit obligation 30 (3,.269) (18,707
Deferred tax habilitries 9 (135) (234)
Other payables 19 (5,182) 6.793)
Provisions n (2,252) (737
{10,838) {26,471)
Total habilities . (98,065) {106,758)
Net assets 57,912 42,275
Equity attnbutable to equity holders of the parent
Share capital 2 1,854 1,834
Share premiur account 25,727 23,877
Own shares Px) {998} {954)
Capital redemption reserve 24 94
Translation reserve 190 (4)
Retained earnings 31,045 17,426
Total equity 2 57,912 42 275

These financial statements were approved and authorsed for 1ssue by the Board of Directors on 19 November 2007

TR Pearson MD Greig
Director Director

The accompanying notes form an integral part of this consolidated sheet
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Ccompany balance sheet

as at 30 september 2007

2007 2006
{restated)
Notes E0QQ £000
Non-current assets
Investments 15 55,297 42,736
55,297 42,736
Current assets
Trade and other recewvables 8 4,812 16,841
Cash and cash equivalents 1 35
4,823 16,876
Total assets 60,120 59,612
Current habilities
Trade and other payables » {1.009) 2,135
Tax llabihities ® (90) %0 ,
{1,099) (2,225)
Net current assets 3,724 14,651
Non-current habihities
Prowvisions 7 {(1,710) -
(1,71Q) -
Total habilities {2,809) (2,229
Net assets 57,311 57,387
Equity attnbutable to equity holders of the parent
Share capital 7 1,854 1,836
Share prermium account 25,727 23,877
Own shares . {998) {254}
Capital redemption reserve 94 94
Retained earnings 30,634 32,534
Total equity un 57,311 57,387

International Financial Reporting Interpretations Committee interpretation 11 has been adopted dunng the year The prior year balance
sheet has been restated to reflect this with further infermation provided in note 31

These financial staterments were approved and authornsed for 1ssue by the Board of Directors on 19 Noveriber 2007

TR Pearson MD Greig
Director Director

The accompanying notes form an integra! pan of this Company bala
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Consolidated cash flow statement

for the year ended 30 September 2007

2007 2006
NOtes £000 9000
Profit from operations 16,415 12,803
Adjustments for
Loss/(gain) on derivatives 55 (4}
Amertisation of acquistion related intangible assets 580 53
Depreciation of property, plant and equipment 8,793 9,071
Amortisation of other intangible assets 1,010 342
(Gain)/1oss on disposal of property, plant and equipment (657) 77
Decrease In provisions (195) (233
Share-based payment charge 1,038 803
Defined benefit pensian cash contribution in excess of charge to profit (1,573) (1,196)
Exceptional pension credit (3,500) -
Operating cash flows before movements in working capital 21,966 21,706
(Increase)/decrease In Inventories (1,934) 1,211
(Increase)/decrease in recevables (6,492) 3,035
Increase In payables 4,508 585
Cash generated by operations 18,048 26,537
Additional special defined benefit pension contribution (2,000) -
Tax paid (3,470} (3.110)
Income on sale of finance lease debt 7 688 854
Interest paid (27) (36
Net cash inflow from operating activities 13,239 24,245
Investing activities
Interest receved 872 784
Proceeds on disposal of property, plant and equipment 2,004 743
Purchases of property, plant and equipment (7,482) (8,9G3)
Purchases of other intangible assets {1,303) 803
Acquisition of subsidiaries, net of cash acquired (2,767) (2,28%
Net cash used In investing activities (8,676) (10,460)
Financing activities
Dwdends paid (4,801) (4.473)
Proceeds from share capital 1ssue, net of share tssue Costs 1,280 831
Repayment of borrowings assumed In acquisitions -~ {322
Purchase of own shares (559) (816)
Share buy backs - (65)
Repayment of loan notes and deferred consideration (1,316} (1,790
Net cash used In financing activities ’ (5,396) (6,635)
Net (decrease)/increase in cash and cash equivalents (833) 7.150
Cash and cash equivalents at the beginning of year 30,092 22,942
Effect of foreign exchange rate changes 62 -
Cash and cash equivalents at the end of year 2 29,321 30,092

The accompanying notes form an integeal part of this consolidated cash flow statement
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Company cash flow statement

for the year ended 30 September 2007

2007 2006

£000 £000
(Loss)/profit from operations and operating cash flows before movements in working capital (463) 15
Decreasesiincrease) In recewables 2,415 (4,280
Increase In payables 86 1,727
Cash used by operations 2,038 (2,538)
Dwidends received 3,230 8,882
Interest paid - 37
Net cash inflow from gperating activities 5,268 6,313
Investing activities
Interest receved - 1
Net generated by investing activities - 1
Financing activities
Cividends paid (4,801) (4,473
Proceeds from share capital 1ssue, net of share 1ssue costs 1,281 83i
Purchase of own shares (559) (816)
Share buy backs - 65}
Repayment of ioan notes (1,213) (1,790}
Net cash used in financing activities {5,292) (6,313)
Net (decrease)/increase in ¢cash and cash equivalents (24) 1
Cash and cash equivalents at the beginning of year 35 34
Cash and cash equivalents at the end of year 1 35

The accompanying notes form an integral part of this Company cash flow statement
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Notes to the report and accounts

1 General information

RM plc Is a company Incorporated in the United Kingdom under the Companies Act 1985 It 1s a parent company of a group of companies,
the nature of whose operations and s principal actrvities are set out in the Business Review

The accounting policies are drawn up i accordance with those International Accounting Standards (1AS} and International Financial
Reporting Standards (IFRS) I1ssued by the International Accounting Standards Board (1ASB) and adopted for use in the EU and therefore
comply with Article 4 of the EU IAS Regulation applied in accordance with the provisions of the Comparies Act 1985

Income statement presentation

The income statement for the year ended 30 September 2007 has been presented in three columns This presentation 1S iIntended to
give a better guide to business performance by separately (dentifying the amartisation charge relating to acquisition related mtangible
assets and, for 2007, the exceptionat pension credit The columns extend down the Income statement to allow the tax and earnings per
share impacts of these transactions to be understood

Adoption of new and revised International Financlal Reporting Standards
At the date of approval of these financial statements the following standards and interpretations were 1ssued but not yet mandatory
for the Group and have not been adopted

IFRS
IFRS 7 Financiadl nstruments Disclosures
IFRS 8 Qperating Segments

International Financial Reporting Interpretations Committee (IFRIC) interpretations
IFRIC 8 Scope of IFRS 2

IFRIC 9 Reassessment of Embedded Derwvatives

IFRIC 10 Interim Financial Reporting and Impairment

IFRIC 12 Service Concession Arrangements

Amendments to existing standards
Amendments to I1AS 1 Presentation of Financial Statements — Capital Disclosures
Amendments to IAS 23 Borrowing Costs — Capitalisation of Borrowing Costs

The Directors are finalising their analysis and do not anticipate that the adoption of these standards and interpretations will have
a material impact on the Group’s financial statements in the penod of Initial adopt:on

Although 1t was not mandatory at the date of approval of these financtal statements the Group has decided to adopt IFRIC 11 IFRS 2 -
Group Treasury Share Transactions

The significant IFRS accounting policies adopted by the Group are listed below

2 significant accounting policies

Basis of preparation

The financial statements have been prepared on the historical cost basis except for certain financial nstruments, share-based
payments and pension assets and liabiites which are measured at fair value The preparation of financial statements, in confermity
with generally accepted accounting principles, requires the use of estimates and assumptions that affect the reported amounts of
assets and habilities and disclosure of contingent assets and liabilities at the date of the financtal statements and the reported amounts
of revenues and expenses during the reporting pericd Although these estimates are based on the Directors’ best knowledge of current
events and actions, actual resulis ultimately may differ from those estimates

Consolidation
The Group financal statements incorporate the financial statements of the Company and all its subsidiaries for the penods during
which they were members of the Group

Inter-company balances between Group businesses are elimmated on consolidation On acquisition, assets and habilities of subsidiaries
are measured at their fair values at the date of acquisition with any excess of the cost of acquisition over this value being capitalised
as goodwill

Investment in subsidiaries
In the Company accounts investments in subsidianies are stated at cost less any provision for impairment where appropriate

Business combinations

The acquisition of subsidianies 1s accounted for using the purchase method The cost of the acquisition is measured at the aggregate of
the farr values, at the date of exchange, of assets given, liabilities incurred or assumed i exchange for control of the acquiree, plus any
costs directly attributable to the business combination The acquiree’s identifiable assets, liabilities and contingent llabilities that meet
the conditions for recognition under IFRS 3 Business Combinations are recognised at theur fair value at the acowisition date
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Notes to the report and accounts continued

2 sigmificant accounting polictes contnued

Revenue
Revenue represents amounts recewvable for goods supplied and senvices provided to third-parties net of VAT and other
sales-related taxes

Revenue from the sale of goods and services 1s recognised upen transfer to the customer of the significant nsks and rewards of
ownership This 1s generally when goods are despatched to, or services performed for, customers Revenue on hardware and perpetual
software licences Is recagnised cn shipment providing there are no unfulfilled cbligations that are essential to the functionality of the
delivered product If such obligations exist, revenue 1s recognised as they are fulfilled Revenue from term licences Is spread over the
period of the licence, reflecting the Group's obhigation to support the relevant software products or update their content over the term
of the licence Revenue from contracts for maintenance, support and annually and other periodically contracted products and services
IS recognised on a pro-rata basis over the contract penod Revenue from nstallation, consultancy and other services 1s recognised
when the service has been provided

Appropnate provisions for returns, trade discounts and other allowances are deducted from revenue

Revenue on long-term contracts IS recognised while contracts are n progress Revenueg 1s recognised proportionally to the stage
of completion of the contract, based on the fair value of goods and services provided to date

Long-term contracts

Profit on long-term contracts 1s recogmsed when the outcome of the contract can be assessed with reasonable certainty Thereafier
profit is recognised based upon the expected outcome of the contract and the revenue recognised at the balance sheet date as a
proportion of total contract revenue

If the outcome of a long-term centract cannot be assessad with reasonable certainty no profit 1S recognised Any expected loss,

on a centract as a whaole, 15 recognised as soon as 1t is foreseen The loss IS calculated using a discounted cash flow model utiising
a discount rate that reflects an estimate of the markets’ assessment of the time value of money and the risks specific to the liability
Any unwinding of the discount 1s included i the Income statement n finance costs

The balance of total cost incurred on wark carried out, net of any amounts recognised In cost of sales, 15 taken to the balance sheet,
within trade and other recervables, as long-term contract balances

where the cumulative fair value of goeds and services provided exceeds amounts invoiced the balance 1s ncluded within trade and
cther recewvables as long-term contract balances Where amounts invoiced exceed the fair value of goods and services provided the
excess Is first set off against long-term contract balances and then included in amounts due from long-term contract customers within
trade and other payables

Pre-contract costs are expensed until the awarding of the contract to the Group 1s considered to be virtually certain which 1s not before
the Group has been appointed sole preferred bidder Once virtual certainty has been established and the contract 1s expected to

be awarded within a reasonable timescale and pre-contract costs are expected to be recovered from the contract's net cash flows,
then pre-contract costs are recognised as an asset and accounted for as long-term contract costs

Property, plant and equipment
Property, plant and equipment assets are stated at cost, less depreciation and provision for imparrment where appropriate

Property, plant and equipment are depreciated by equal annual Instaiments 1o write down the assets to their estimated disposal
value at the end of thesr useful lives as foltows

Freehold property Up to 50 years
Leasehold building improvements Up to 25 years
Plant and equipment 3-10 years
Computer eguipment 2-5 years
Vehicles 2-4 years

Computer units produced by the Group which are used far the purposes of administration, research and development and customer
demanstrations are capitalised and carnied at cost less accurmnulated depreciation

Intangible assets
All intangible assets, except goodwill, are stated at cost less accumulated amortisation and any accumulated impairment l0sses
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2 Significant accounting policies continued

Goodwill

Goodwill represents the amount by which the fair value of the cost of a business combination exceeds the fair value of net assets
acquired For business combinations occurring before 1 October 2004, the Group’s transition date to IFRS, goodwill 1S carried at Cost,
deemed to be the UK GAAP net book value at this date Goodwill 1s not amortised and I1s stated at cost less any accumulated
impairment losses

The recoverable amount of goodwill 1 tested for impairment annually or when events or changes in circumstance indicate that it might
be impaired Impairmen: charges are deducted from the carrying value and recognised immediately In profit or loss For the purpose

of impairment testing, goodwill 1$ allocated to each of the Group's cash-generating umits expected to benefit from the synergies of the
combination Cash-generating units to which goodwill has been allocated are tested for impairment annually, or more frequently when
there 15 an indication that the unit may be impaired If the recoverable amount of the cash-generating unit 1s less than the carrying
amount of the unit, the Impairment loss 15 allocated first to reduce the carrying amount of any goodwll allocated to the umit and then
to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit An impairment loss recognised

for goodwill 1s not reversed in a subsequent penod

Research and development costs

Research and development costs associated with the development of software products or enhancements and their related intellectua!
property rights are expensed as incurred until all of the following criteria can be demonstrated, in which case they are capitalised as an
Intangible asset

a) the technical feasibility of completing the intangible asset so that it will be available for use or sale

b) anintention to complete the intangible asset and use or sell it

C) ability to use or sell the intangible asset

d) how the intangible asset will generate probable future economic benefits Among other things, the Group can demonstrate the
existence of a market for the output of the Intangible asset or the intangible asset itself or, If 1t 1s to be used internally, the usefulness
of the Intangible asset

€) the availability of adequate techrical, financial and other resources to complete the development and to use or self the Intangible asset

f) anability to measure reliably the expenditure attributable to the intangible asset during its development

The technological feasibility for the Group's software products 1s assessed on an individual basis and 1s generally reached shortly before
the products are released to manufacturing, and late in the development cycle Capitalised development costs are amortised on a
straight-line basis over their useful lives, once the product 1s available for use Useful ives are assessed on a project-by-project basis

Other intangible assets
Intangible assets purchased separately, such as software licences that do not form an integral part of hardware and the costs of
internally generated software for the Group’s use, are capitaised at cost and amortised over their useful lves of 2-5 years

For business combinations occurning after 1 October 2004, net assets acquired includes an assessment of the fair value of separately
identifiable intangible fixed assets, in addition to other assets, liabilties and conungent llabilities purchased These are amortised over
therr useful lives which are individually assessed

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the Group reviews the carrying amounts of 1ts tangible and intangible assets to deterrmine whether there 15
any tndication that those assets have suffered an impairment loss If any such indication exists, the recoverable amount of the asset s
estimated n order to determine the extent of any iImpairment loss. Where the asset does not generate cash flows that are independent
from other assets, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs An intangible
asset with an indefinite useful life 1s tested for impairment annually and whenever there 1s an indication that the asset may be impaired

Recoverable amount 1s the higher of fair value less costs to sell and value in use In assessing value In use, the estimated future cash
flows are discounted to their present value using & pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset for which the estmates of future cash flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) 1s estmated to be less than its carrying amount, the carrying amount
of the asset (cash-generating umit) 1s reduced to 1ts recoverable amount An rmparment 10ss 1S recognised as an expense iImmediately

Where an imparrment loss subsequently reverses, the carrying amount of the asset (cash-generating umty 1s ncreased o the revised
estimate of 1ts recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have
been deternined had no impairment loss been recognised for the asset {Cash-generating unity in prior years A reversal of an
Impairment l0s$ 15 recogrised as income immediately
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Notes to the report and accounts continued

2 significant accounting policies continued

Dernvative financial instruments

Dervatwve financial instruments are inmally recorded at cost and then for reporting purposes re-measured to fair value at subseguent
bafance sheet dates Changes in the fair value of derivative financial instruments that are designated and effective as cash flow hedges
of forecast transactions are recognised directly In equity Amountis deferred in this way are recognised in the income statement in the
same peried in which the hedged firm commitments or forecast transactions are recognised in the income statement

Changes In the fair value of derivative financial instruments that do not gualify for hedge accounting are recognised in the income
statement as they anse Hedge accounting 1S discontinued when the hedging instrument expires or is sold, tarminated or exercised,

or na longer qualifies for hedge accounting At that point in tme, any cumulative gain or i0ss, an the hedging mstrument recognised in
equity, 1s retained there until the forecast transaction occurs if a hedged transaction is no longer expected to accur, the net cumulative
gain or loss recognised In equity IS transferred to the Income statement for the period

Inventones

Finished goods and work-in-progress are valued at weighted average cost, mcluding appropriate labeur costs and other overheads
Raw materials and bought in finished goods are valued at purchase price All nventores are reduced to net realisable value where
lower than cost Provision 1s made for obsolete, slow moving and defective items where approprate

Leasing activity

The Group offers customers the option to finance lease assets Where these transactions are entered into the lease debt 1s
subsequently sold to a finance Institution At this stage profit on sale of the lease debt 1s recognised as a financing item within
Investment income

Non-current assets held for sale -
Non-current assets classifted as held for sale are measured at the lower of carrying amount and fair value less costs to sell

Non-current assets are classified as held for sale f therr carrying amount will be recovered through a sale transaction rather than
through continuing use This condition 1s regarded as met only when the sale 1$ highly probable and the asset s avaiiable for immediate
sale n its present condition This 1$ onty when management 1s committed to the sale and the asset Is expacted to be sold within one year

Share-based payments

The Group operates a number of executive and employee share schemes For all grants of share-based payments, the fair value as

at the date of grant is calculated using a pricing model and the corresponding expense is recognised over the vesting period At vesting
the cumulative expense I1s adjusted to take inte account the number of awards actually vesting as a result of survivorship and where
this reflects non-market-based performance conditions

Employee benefits

The Group has both defined benefit and defined centribution pension schemes For the defined benefit plan, based on the adwvice of
a gualified Independent actuary at each balance sheet date and using the projected unit method, the emgloyers’ portion of past and
current service cost is charged to operating profit, with the interest cost, net of expected return on assets in the plan, reported as
afinancing itern Actuanial gains or losses are recogmised directly in equity such that the balance sheet reflects the scheme's surplus
or deficit as at the balance sheet date

Contributions to defined contribution plans are charged to operating profit as they become payable

Anaccrual is maintained for paid holiday entittements which have been accrued by employees during a period but not taken during
that period

Employee share trusts

Employee share trusts, which hold ordinary shares of the Company 1n connection with certain share schemes, are consoligated into
the financial statements where the Company controls the trust Any consideration paid to the trusts for the purschase of the Company's
own shares 18 shown as a movement in sharehelders’ equity
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2 significant accounting policies continued

Taxation
Current tax, Including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or recovered) using the tax rates

and laws that have been enacted or substantially enacted by the balance sheet date

Deferred taxation is accounted for using the balance sheet lability method in respect of temporary differences ansing from differences
between the carrying amount of assets and liabilities in the financial statements and the corresponding tax bases used in computation
of taxable profit Deferred tax habilities are recognised for all taxable temporary differences except in respect of Investments in
subsidianes where the Group 1s able to control the reversal of the temporary difference and 1t 1S probable that the temporary difference
will not reverse in the foreseeable future

Deferred tax assets are recognised to the extent that 1t 15 probable that future taxable profit will be available against which the
temporary difference can be utihsed Therr carrying amount 1s reviewed at each balance sheet date on the same basis

Deferred tax 15 measured ¢n an undiscounted basis, and at the tax rates that are expected to apply n the penods in which the asset
or hability 1s settled It s recognised In the Income statement except when it relates to items credited or charged directly to equity,
In which case the deferred tax 1s also dealt with in equrty Deferred tax assets and habilities are offset when they relate 10 income
taxes levied by the same taxaticn authority and when the Group intends to settle 1ts current tax assets and habihities on a net basis

Operating leases
Rentals under operating leases are charged to profit on a straight line basis over the lease term

Foretgn currencies

The Group presents its financial statements in Sterling because this 1S the currency m 1ts prmary operating environment Balance sheet
iterns of overseas comparies are translated into Sterling at the year-end rates of exchange Income statement items and the cash flows
of ovarseas subsidiary undertakings are transkated at the average rates for the year Exchange differences on the translation of overseas
subsidiary opening net assets at closing rates of exchange and the differences ansing between the translation of profits at average and
closing exchange rates are recarded as movements in the currency translation reserve

Transactions denaminated in foreign currencies are translated into Sterling at rates prevaling at the dates of the ndividual transactions
Foreign currency monetary assets and habiities are translated at the rates prevailing at the balance sheet date Exchange gains and
losses ansing are charged or credited to the income statement within operating costs Forelgn currency nen-monetary amounts are
translated at rates prevalling at the time of establishing the fair value of the asset or lability

Dividends
Diidends are recognised as a liability in the pened in which the shareholders’ night to receve payment has been established

3 Revenue

An analysts of the Group's revenue 15 as follows

2007 2006
£000 £000
Revenue from supply of products and services to education 270,910 262,310
Investment income 2,047 1,876
Total revenue 272,957 264,186

4 BuUsIness segments

The business operates N one primary segment, being the supply of products and services to education
Tne Group operates primanily In the UK, with no other geographa! segment being matenal for disclosure
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Notes to the report and accounts continued

5 Profit from operations

Profit 1s stated after charging/icrediting)

2007 2006

£000 E£000

Depreciation of property, plant and equipment 8,793 9,124
Amortisation of other intangible assets 1,010 342
Amortisation of acquisition related intangible assets 580 53
1,590 395

Administrative expenses 11,174 10,193
Amortisation of acquisition related mtangible assets 580 53
Exceptional pension credit (3,500} -
Total administrative expenses 8,254 10,246
Research and development costs 14,886 14,918
(Profit)/loss on sale of property, plant and equipment (657) 77
Staff costs (see note §) 94,017 86,277
Operating lease expenses 4,274 3416
Foreign exchange gain (289) (325)
Buillding Schools for the Future bid costs 3,634 3,849

The Group undertakes a programme of research and develgpment, in which advancement of technical knowledge and innovative
solutions are used to substantially improve the perfermance of product areas to develop new products related to existing markets
and to enhance access to potential new markets During the periods reported the Group has reviewed 1ts research and develocpment

expenditure against the criteria outlined In the Accounting Policies No matenal expenditure 1s considered to have met the
capitalisatiocn critenia Consequently capitalised research and development expenditure 1s nil (2006 nih

Bulding Schools for the Future bid costs represent the pre-preferred bidder expenditure incurred by the Group in bidding for these
contracts Profit before tax before amortisation of acquisition related intangible assets, the 2007 exceptional pension credit and BSF

hid costs was £19 1m (2006 £18 4m)
Auditors’ remuneration (including expenses where applicable)

2007 2006
£000 £000
Fees payable to the Company’s auditor for the audit of the Company's annual accounts 27 82
Fees payable to the Company’s auditor and its assoclates for other services
- the audit of the Company’s subsidiaries, pursuant to legislation 220 190
- review of the internim financial statements 14 13
- other services pursuant to legislation - 2
- tax services - 77
- further assurance services - 2
261 316
Fees payable in respect of the audit of the defined benefit pensicn scheme 5 5
266 321

A description of the work of the Audit Committee 1S set out In its report and includes an explanation of how auditor objectivity
and Independence 15 safeguarded when non-audi services are provided by the auditors
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6 Staff costs

The average monthly number of persons {including Executive Directors and temporary employees) employed by the Group during the

year was as follows

2007 2006
Number Number
employed emproyed
Research and development, products and services 1,654 1,580
Marketing and sales 317 310
Corporate services 259 234
2,230 2,124

Therr aggregate remuneraticn comprised
2007 06
£000 [15.00]
Wages and salaries 80,775 75,024
Social security costs 6,290 6,056
Other pension costs 5,914 4,394
Share-based payment charge - eguity settled 1,038 803
94,017 86,277

There are no staff (2006 nil) employed by the Company

Information in refation to the Directors’ remuneration 1 shown (1 the Remuneration report

Note 29 contains details of the share-based payments to employees, including share options, co-investment schemes, deferred bonus

and staff-share schemes

An accrual 1s maintained for employees’ holiday entitlements which have accrued to them but have not been taken at the period end

AS at 30 Septermber 2007 the accrual stood at £0 9m (20056 £1 1m)

7 Investment \ncome

2007 2006
£000 EQOO
Bank interest 872 784
Income of sale of finance lease debt 688 854
Net finance income on defined benefit pensicn scheme 300 -
Other finance mcome 187 238
2,047 1,876

8 FInance costs
2007 2006
£000 [100.4)
Interest on bank overdrafts and loans 21 5
Interest on lpan notes 6 N
Other finance costs - 99
27 135
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Notes to the report and accounts continued

9 Tax

a) Analysis of tax charged n income statement

2007 2006
E£000 £000
Current taxation v
UK corporation tax at 30% (2006 30%) based on the profit for the year 4,242 3,448
Adjustment in respect of prior years 109 g4
Total current tax 4,351 3,542
Deferred taxation
Temporary differences 1,076 461
Adjustment in respect of prior years (397) 52
Totai deferred tax 679 513
Total iIncome statement tax charge 5,030 4,055

In addition to the amount charged to the income statement £2,096,000 of tax has been charged to equity through the statement of
recognised (ncome and expense (2006 credit of £1,287,000) The charge comprises a tax cradit on the equity component of share-
based payments of £263,000 {2006 £113,000} a tax debit ansing from the change in tax rate of £89,000 and a tax debit on actuarial
gams and losses of £2,270,000 (2006 credit £1,174,000)

Further analysis of the Group’s deferred tax assets and liabilities 15 shown below

by Factors affecting the tax charge for the penod
The difference between the total tax shown above and the amount calculated by applying the standard rate of UK corporation tax
to the profit on ordinary activities before tax 1s as follows

Before

amortisation Amortisation

of acquisition of acquisition

related related

intangible intangible

assets and assets and

exceptional exceptional
pension penslon 2007 2006
credit credit Total Total
£000 £000 £000 £000
Profit on ordinary activities before tax 15,515 2,920 18,435 14,544
Tax at 30% thereon 4,655 877 5,532 4,363

Effects of

- Impact of change in tax rate on brought forward deferred tax asset 62 - 62 -
- other expenses not deductible for tax purposes 59 - 59 56
- other temporary timing differences 278 - 278 125
- research and development tax credit {502) - {502) (625)
- effect of overseas {profits)/losses {(111) - (111) (10
— prior penod adjustments (288) - (288) 146
Tax 4,153 877 5,030 4,055
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9 Tax continued

The Group's effective tax rate of 26 8% (2006 27 8%} has been calculated excluding the impact of acquisition related intangible
amortisation and the exceptional pension credit from profit before tax

Before
amortisation Amortisation
of acquisition of acquisition
related related
Intangible intangibte
assets and assets and
exceptional exceptional
pension pension 2007 2006
creglt credit Total Total
E000 £000 £000 £000
Profit before tax 15,515 2,920 18,435 14,597*
Tax ¢charge 4,153 877 5,030 4,085
Effective rate 26 8% 30 0% 27 3% 27 8%

*Before £53,000 amortisation of acquisition related iIntangible assets

Deferred tax

Deferred tax assets and habilities have been calculated using the rate of UK Corporation Tax expected to apply when the relevant tming
differences reverse A number of changes to the UK tax system were announced in the March 2007 Budget Statement and are
expected to be enacted in the 2007 and 2008 Finance Acts. The changes relating to the decrease In the corporation tax rate from

30% to 28% from 1 April 2008 have been substantively enacted at the balance sheet date, and therefore included in these financial
statements The impact of this change in rate on Group deferred tax balances was a debit to the tax charge in the mcome statement

of £62,000 and a debtt to the equity reserve of £8%,000

The following are the major deferred tax assets and habiities recognised by the Group and movements thereon dunng the current
and pnor reporting penod

Retirement short term Acquisitlon

Accelerated tax benefit Share-based timing Tax losses related
depreclation obligations payment differences Us gperations Intangible assets Total
fooo £000 £000 E000 E0OD E0%0 £000
At 1 October 2005 264 4,767 1,288 789 - - 7.108
{Charge)/credit to income (106) (32%) (139 61 - - (513)
(Charge)/credit to equity - 1,174 (256) - - _ 918
Acquisition of subsidiaries - - - - - {353) (393}
At 1 Cctober 2006 158 5612 893 850 - (353 7,160
(Charge)/credit to Income 787 (2,427) {25} (181) 83 173 {1,590)
{Charge)/credit to equity - {2,270) 39 - - 83 {2,148)
Acquisition of subsidiaries - - - - - (818) (818
At 30 September 2007 245 915 07 669 83 (915) 2,604

Certan deferred tax assets and liabilities have been offset above The following analysis shows the deferred tax balances before offset,
a3 shown In the balance sheet

2007 2006

£000 £000

Deferred tax assets 2,739 7.3%4
Deferred tax liabilibies (135) (234)
2,604 7,160

At the balance sheet date, the Group has unused tax losses of E0 4m (2006 £0 2m) which are available for offset against future profits
A deferred tax asset has been recognised in respect of £0 2m (2006 £nil) of this amount
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Notes to the report and accounts continyed

10 Earnings per ordinary share

The calculation of basic and diluted eartings per ordinary share 1s shown below As exptained in note 1, adjusted diluted earnings per
share have also been presented which remove the impact of the amortisation of acquisiion related intangible assets and also the

exceptional pension credit

Profit welghted :\?e?':ge pence profit weigmeda\?:ge Pence
after tax number of shares per share aftertax  number of shares per share
£000 a0o £000 00
Basic earnings per ordinary share 13,405 91,780 146 10,482 90,755 116
Effect of dilutive potential erdinary shares
share options - 505 (01} - 560 on
Diluted earnings per ordinary share 13,405 92,285 145 10,489 91,315 115
Effect of amortisation of acquisition related
Intangible assets and exceptionat pension credit {2,043) - {2 2) 53 - -
Diluted earnings per ordinary share adjusted for
amortisation of acquisition related intangible assets
and exceptional pension credit 11,362 92,285 123 10,542 91,315 115
To understand the impact of bid costs expensed in relation to the Building Schoals for the Future programme, the following
reconciliation 1s provided
2007 2006
Profit Welghted average Pence Profit  weighted average Pence
after tax number of shares per share aftertax  number of shares per share
E£000 0co £000 000
Diluted earnings per ordinary share adjusted for
amortisation of acquisition related intangible assets
and exceptional pension ¢redit 11,362 92,285 12 3 10,542 91,315 115
Effect of Building Schools for the Future bid costs
-seenote 5 2,544 - 28 2,694 - 30
Diluted earnings per ordinary share adjusted for
amortisation of acquisition related intangible assets,
exceptional pension credit and Bullding Schools for
the Future bid costs 13,906 92,285 151 13,234 91,315 145
11 Dividends
Amounts recognised as distnbutions to equity holders in the year
2007 2006
£000 10 1]
Final dmdend for the year ended 30 September 2006 of 4 05p (2005 3 80p) per share 3,688 3,399
Intenim drvidend for the year ended 30 September 2007 of 1 19p (2006 1 12p)} per share 1,113 1,022
4,801 4,42%

The proposed final dividend of 4 30p per share was approved by the Board on 16 November 2007 The dividend 1s subject to
approval by shareholders at the Annual General Meeting and the expected cost of £4 0m has not been ncluded as a hability
as at 30 September 2007
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12 Goodwill

£000

Cost
At 1 October 2005 24,690
Additions 1,894
Exchange differences {36)
Adjustment to deferred consideration {1,747)
At 1 October 2006 24,801
Additions {note 25) 2,128
Exchange differences 74
Restatement of provisional fair values (note 25) 92
At 30 September 2007 27,095
Accumulated impairment losses
At 1 October 2005, 1 0ctober 2006 and 30 September 2007 {2,469)
Carrying amount
At 30 September 2007 24,626
At 30 September 2006 22,332
Goodwill acquired in a business combination 1s allocated, at acquisition, to the cash generating units (CGUS) that are expected
to benefit from that business combination The carrying amount of goodwill had been allocated as follows
2007 2006
£000 £000
Education Management Systems 1,497 1,244
Assessment and Data Services 2,956 3,394
Education Resources 15,932 13,453
infrastructure 4,241 4,241
24,626 22,332

The Group tests geodwill annually for impairment or more frequently if there are ndications that goodwill might be iImparred

The recoverable amounts of the CGUS are deterrmined from value in use calculations The key assumptions for the value in use
calculations are those regarding the discount rates and growth rates Management estimaies discount rates UsINg pre-tax rates
that reflect current market assessments of the time value of money and the risks specific to the CGUs The growth rates are based

on internat growth forecasts of beiween 3 and 12%

The Group prepares cash flow forecasts derived from the most recent financial forecasts approved by the management for the
next year and extrapolates cash flows for the following three to ten vears based on forecast growth rates of the CGUs

The rate used to discount the forecast cash flows 1s 10% for all cash generating units
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Notes to the report and accounts continued

13 Intangible assets

Acquisition related intangible assets

Customer Intellectuat other
and supplier property and software
Tetatlonships Brands database assets Sub total assets* Total
E£000 EDDOD EO EDOD EDOD £000

Cost
At 1 October 2005 - - - - 15,560 15,560
Additions - - - - 803 803
Acqguired on acquisition of a subsidiary 498 382 175 1,055 305 1,360
Exchange differences - - - - {20) 20
At 1 October 2006 498 382 175 1,055 16,648 17,703
Additions - - - - 1,303 1,303
Restatement of provisional values 275 (237) 80 118 (398) {240)
Acquired on acquisition of subsidiary/
business combination 1,935 332 460 2,727 - 2,727
Exchange differences - - - - - -
At 30 September 2007 2,708 a77 715 3,900 17,593 21,493
Amortisation
At 1 October 2005 - - - - 13,846 13,846
Charge for the year 25 19 9 53 342 395
Af 1 Qctober 2006 25 19 9 53 14,188 14,241
Charge for the year 382 54 144 580 1,010 1,590
At 30 September 2007 407 73 153 633 15,198 15831
Carrying amount
At 30 September 2007 2,301 404 562 3,267 2,395 5,662
At 30 September 2006 473 363 166 1,002 2,460 3,462

*Purchased and internally developed software assets
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14 Property, plant and equipment

The movement In the year was as follows

Freehold land

short leasehold

Plant and

Computer

and bulldings Improvements equipment equipment vehicles Total
£000 £000 EDODD E000 E000 €000

Group
Cost
At 1 October 2005 953 2,661 6,699 27,369 6,203 43,890
Adaitions 224 73 441 6,488 1,645 8,871
Acquired on acquisition of subsiharies - 2 10 46 - 58
On assets reclassified as held for sale {1,182 - - - - {(1.182)
Exchange differences - {3) 62) 27) {11 (105)
Disposals - (12) (962) (1,447) (1,695) 4,116)
At 1 QOctober 2006 - 2719 6,126 32,429 6,142 47,415
Additions 2,287 27 1,260 2,849 1,059 7,482
Acquired on acquisitton of subsidiaries/business
combinations {note 25) - - - 180 - 180
Transfer 383 - - - - 383
Exchange differences - 5 29 56 5 95
Disposals - {s) 43) {688) {1.339) (2,075)
At 30 September 2007 2,670 2,746 7,372 34,826 5,867 53,481
Accumulated depreciation
At 1 October 2005 45 1,210 4,202 11,154 2,636 19,247
Charge for the year - a3 152 564 6,894 1,474 9,124
Exchange differences - 2 (32} (15) 4 53
On assets reclassified as held for sale (88) - - - - (88)
Elimunated on disposals - )l (227) (989 (1,372) 3.297
At 1 Qctober 2006 - 1,351 3.807 17.044 2731 24,933
Charge for the year 66 172 961 6,150 1,444 8,793
Transfer 114 - - - - 114
Exchange differences - 3 16 49 1 69
Ebmunated on disposals - (S) (26) (385) {1,137 {1,553
At 30 September 2007 180 1,521 _4,758 22,858 3,039 32,356
Carrying amount
At 30 September 2007 2,490 1,225 2,614 11,968 2,828 21,125
At 30 September 2006 - 1,368 2319 15,385 3,411 22,483
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Notes to the report and accounts continued

15 Investment in subsidiary undertakings

All principal subsidiaries of the Group are mvolved In the education market and are consolidated into the financial statemenis

At 30 September 2007 these were as follows

Country of

Proportion of

incorpoeation  voting nghts and
Pnncipal actnaty {and operation} shares heig
37 Productions Limited Software England (UK) 100
Caz Software Pty Limited* Software, services and systems Australia 100
DACTA Limited Resaurce supply England (UK) 100
Music Education Supphes Limited* Resource supply England (UK) 100
R Education plc (formerly Research Machines plc} Software, services and systems England (UK} 100
RM Asia-Pacific Pty Limited Software, services and systems Australa 100
RM Educational Software Inc Software USA 100
RM Education Solutions India Pyt Limited* Software India 100
Sentinel Products Limited Software, services and systems England (UK) 100
SIR {UK) Limited (t/a Forvus Computer Services) Data analysis and reporting England (UK} 100
Softease Limited Software England (UK} 100
TTS Group Limited Resource supply England {UK) 100
*Held through subsidrary undertaking
In the Company, equity investments in subsidiary undertakings are held at ¢ost less provision for impawment
Investment In Share based
share caphtal payments Loan Total
E£000 E000 £000 EQDQ
Company
Cost
At 1 October 2005 (as previously stated) 37,830 - 7.077 44,907
Adoption of IFRIC 11 (note 31} - 2,257 - 2,257
At 1 October 2005 (restated) 37.830 2,257 7077 47,164
Adjustment to deferred consideration {note 19) (1,747) - - 1.747)
Adoption of IFRIC 11 (note 31) - 803 - 803
At 1 October 2006 (restated) 36,083 3,060 7.077 46,220
Acquisition of subsidiaries 4,523 - - 4,523
Investment in subsidianes 7.000 - - 7,000
Share-based payments - 1,038 - 1,038
At 30 September 2007 47,606 4,098 7,077 58,781
Impairment
At 1 October 2005, 1 October 2006 and 30 September 2007 {3.484) - - (3,484)
Carrying value
At 30 September 2007 44,122 4,098 7,077 55,297
At 30 September 2006 32,599 3,060 7.077 42,736
Loans to subsichary undertakings are not repayable in the foreseeable future
16 Inventones
2007 2006
£000 EOCD
Group
Components 8,989 7.981
Work In progress 250 135
Firished goods 4,462 2699
13,701 10,815
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17 Long-term contracts

2007 2006

£000 £000
Group
Contracts In progress at the balance sheet date
Contract costs incurred plus recognised profits less recognised losses to date 196,423 165,460
Less progress biflings (190.344) (160,013)
6,079 5,447
Amounis due from contract customers included n trade and other recevables 6,079 5,4%0
Amounts due to contract customers included N trade and other payables - (43)
6,079 5,447

Total revenue recognised from long-term ¢contracts amounted to £55 4m (2006 £57 1m)
At 30 September 2007, no (2006 nily amounts due from contract customers are due for settlement after more than 12 months

Long-term contract outcome - estimation uncertainty

The Group’s long-term contracts represent a sigrificant part of the Group's business As a result of the accounting for these contracts,
as outlined in note 2 1t 1s necessary for the Directors to assess the outcome of each contract and also estimate future costs and
revenues to establish ultimate contract profitability Profit 1s then recognised based on these (udgements and therefore, depending
on the maturity of the contract portfolio, a greater or lesser proportion of Group profit will anise from long-term contracts

18 Other financial assets

a) Trade and other receivables

Group company

2007 2006 2007
trestated
€000 £000 £000 £000

Current

Trade recelvables 47,943 41,863 - -
Long-term contract balances 6,079 5,490 - -
Qther recevables 432 725 50 -
Prepayments and accrued income 4,349 3,283 - -
Amounts owed by subsidiary undertakings - - 4,762 16,841
58,803 51,361 4,812 16,841

The average credit penod taken on sales of goods (s 47 days (2006 44 days) An allowance has been made for estimated irrecoverable
amounts of trage receivables of £0 1m (2006 £0 1m) This allowance has been determined by reference to specific recevable balances
and past default expenence

Included within trade recevables are £3 0m (2006 £5 4m) of recevables relating to finance lease debt awatting sale to a financial
nstitution, which 1s expected to complete shortly after the balance sheet date Upon sale the margin imphcit will be recogrised
as a financing item within investment income

The Directors consider that the carnang amount of trade and other recevables approximates their farr value

h) Denvative financial instruments
Included within trade and other receivables 1s a balance of £282,000 (2006 £23,000) representing the fair value of the Group's
open foreign exchange contracts Further nformation regarding these assets 1 contained within note 20

c) Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and Company and short-term bank deposits with an original maturity
of three months or less The carrying amount of these assets approximates their fair value
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Notes to the report and accounts continued

19 Other financial labilities

a) Trade and other payables

Group company
2007 2008 2007
£000 £000 £000 £000
Current
Trade payables 26,520 20,544 - -
Amounts due to subsichary undertakings - - 1,009 923
Other taxation and social security 11,046 9,682 - -
Other payables — deferred consideration - 703 - 703
Other payables — other 793 1,624 - -
Accruals 24,873 24,527 - -
Amounts due to long-term contract customers - 43 - -
Deferred Income: 22,528 20,864 - -
Loan notes 246 884 - 509
86,006 78,871 1,009 2,135
Tax liabiities 1,221 1,416 90 90
Non-current
Employee benefits — other - &0 - -
Deferred income
~ due after one year but within two years 3,660 5,334 - -
- due after two years but wathin five years 1,492 1,399 - -
- due after five years 30 - - -
5,182 6,793 - -

Trade payables and accruals principally compnise amounts cutstanding for trade purchases and ongoing costs The average credit
period taken for trade purchases 1s 45 days (2006 37 days)

The Directors consider that the carrying amount of trade and other payables approximates to therr fair value

Loan notes represent £0 2m In relation to the 2006 acquisition of Music Education Supplies Limited Duning the year deferred consideration
of £1 3m was patd being £0 7m 1n relation to the 2003 acquisition of SIR (UK) Limited {trading as Forvus), £0 5min relation to the 2004
acquisition of T7S Group Limited and £6 1m in relation to the 2006 acquisition of Caz Software Pty Loan notes are not secured on assets
of the Group

b) Non-current hatnlities - other payables
At 30 September 2007 the Group had committed borrowing faciities of £5 0m (2006 £10 0m) which expire In December 2007
Nane (2006 £rily of this facility was drawn down at the balance sheet date

¢) Guarantees

The Company has entered Into guarantees relating to the performance and kabthties of its subsidiares’ major contracts The Directors
are not aware of any circumstances that would give nse to any liability under such guarantees and consider the possibility of any
ansing to be remote A fair value of £nil (2006 £nil) has been applied to these guarantees

20 Financial instruments

The financial assets and liabities of the Group and Company are disclosed 1 notes 18 and 19 respectively

The main risks ansng from the Group's financial assets and liabilities are foreign currency nisk, credit nisk, quidity risk and interest
rate nsk The Board reviews and agrees policies on a regular hasis for managing the nisks associated with these assets and habilitres

it 1s, and has been throughout the period under review, the Group's policy that no trading in financiat instruments shatl be undertaken
and the Group does not hold or 1ssue derivative financial Instruments for speculative purposes

Foreign currency nsk

a) Translation

The Group has operations i Austraha, the United States of America and india, hence exposing the Group to foreign exchange nisk
on non-Sterhng assets, habihties and cash flows The Group does not currently hedge this nsk

The Group also maintains foreign currency denominated cash accounts, but only holds balances required to settle its payables
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20 Financial instruments continued

b) Transaction
Operations are also subject to foreign exchange risk from commutted transactions I currencies other than their functionat currency,

and once recognised, the revaluation of foreign currency denominated assets and labiliies. Specifically these anse from the Group
purchasing significant amounts of its components in US dolfars In order to manage these risks the Group enters into derivative
transactions n the form of forward foreign currency contracts which are designed to cover 80-90% of forecast currency denominated
purchases These contracts are renewed on a revolving basis of approximately three menths

Credit nsk
The Group's principat financial assets are bank balances and trade and other recewables.

The Group's credit risk 1s primarily attributable to Its trade recevables Credit checks are performed on new customers and before
credit bmits are increased The amounts presented (in the balance sheet are net of allowances for doubtful recevables

The credit risk on liquid funds and derivative financial instruments 1s mited because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies

The Group has no significant concentration of credit risk, with exposure spread over a large number of counterparties and custormers

Liqudity nsk
Cash 1s managed to ensure that sufficient iquid funds are availlable with a variety of counterparties, through short, medium and
fong-term cash flow forecasting

Interest rate nsk

The only interest bearing financial assets held by the Group are cash and cash equivalents Surplus Stering balances are invested n the
money market, or with financial Institutions on matunng terms from withun 24 hours up to a penod of three months with interest eamed
based on the relevant national inter-bank rates avallable at the time of investing Bank overdrafts are used when reguired in the short-
term At the year end there were no drawn borrowing facilittes Loan notes 1ssued an acquisitions carry interest inked to national inter
bank rates The interest rate nisk on these Nstruments 15 not considered significant

2007 . 2006
Floating rate Interest free Total Floang sate Imerost free Total
EQQ0 £000 £000 {000 000 00
Sterling 21,409 5,242 26,651 25,826 2,956 28,782
US dollar 1,461 180 1,641 21 286 307
Australian dollar 96 215 311 302 480 782
EUrQ 1 220 221 - 7 7
Danish krona 2 84 86 - - -
Inchian rupee 78 333 411 67 147 214
23,047 6,274 29,321 26,26 3,876 30,052

Financial instruments
At the balance sheet date, total nctional amount of cutstanding forward foreign exchange contracts that the Group has committed
to are as helow

200 2006
Nortinal value Fair value Nominal value Fawr value
£ooe £000 £C00 £000
Forward foreign currency exchange contracts 16,589 282 13,407 (23}

These far value amounts are based on market values of equvalent instruments at the balance sheet date and are included wathin
trade and other recevables

These instruments have not been designated as effective hedges in accordance with 1AS 39 Financial Instruments Changes In the
fair value of currency instruments amounting to £0 1m have therefore been charged (2006 £Q 1m credit) to ncome In the year
Commercially effective hedges may continue to lead to income statement volatility in the future
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21 Provisions

$suable Restructuring
{oan notes pravision Total

£000 EDOC £000
Group
At 1 0ctober 2005 1,200 970 2,170
Release of provision - (132 (132)
Utilisation of provision (1,200 (101} {1,30M)
At 1 Qctober 2006 - 737 737
Acquisthion of subsidiary 1,710 - 1,710
Release of provision - {195} (195)
At 30 September 2007 1,710 542 2,252

Issuable kean notes represent a provision held in the Company The £1 7m 1ssuable loan notes relate to the acquisition of DACTA Limiteg

The restructuring proviston principaliy relates to onerous lease contracts identified dunng the rationalisation of facihities undertaken
In the year ended 30 September 2002, and will be utiised aver the remaining life {nine years on average) of the leases

The above balances are included within non-current liabilities

22 Share capital

Authorised ordinary shares of 2p each

2007 2006

Number Numnber
000 £000 000 £000
125,000 2,500 125,000 2,500

Allotted, called-up and fully paid ordinary shares of 2p each

Number
000 £000
At 1 October 2005 90,730 1,815
Repurchased (40} -
Issued on options 1,040 21
At 1 October 2006 91,730 1,836
Repurchased - -
Issued on options 930 18
At 30 September 2007 92,660 1,854

929,903 (2006 1,040,467) ordinary shares of 2p each were allotted in the year, {or consideration of £1 3m (2006 £0 8m) These shares
have a norminal value of £002m (2006 £0 02m)

The Company has the authonty to repurchase 9,172,991 shares (2006 9,072,970) and repurchased no shares during the year (2006 40,250)
The Company has one class of ordinary shares which carry no right to fixed iIncome
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23 Own shares

The RM plc Employee Share Trust (EST) was established in March 2003 to hedge the future obligations of the Group in respect of shares
awarded under the RM plc Co-lnvestment Plan and Deferred Bonus Plan The trustee of the EST, Computershare Trustees (C 1) Limited,
purchases the Company’s ordinary shares in the open market with financing provided by the Company, as required, on the basis

of regular reviews of the anticipated share-based payment liabilities of the Group The EST has waived any entitlement to the receipt

of dividends in respect of all of its holding of the Company’s ordinary shares The EST's walver of dvidends may be revoked or varied

at any ume

Number Cost
£000
At 1 October 2005 1,278,814 1,632
Acguired In period 473,292 816
Disposed of on exercise of co-nvestment plan (1,103,921) (1,494)
At 1 0ctober 2006 648,185 954
Acguired in period 275,000 559
Disposed of on exercise of co-investment plan (348,147) {519)
At 30 September 2007 575,038 998
These shares are shown at weighted average cost within equity in the Company balance sheet
24 Reconcihation of shareholder's equity and reserves
Share Capital Hedging and
premium redemption translation Retained
Share capital account Own shares reserve reserves eamings Total equity
£000 £000 £000 £000 £000 £000 £000
Group
At 1 Qctober 2005 1,815 22,151 {1,632} 94 44 15,776 ' 38,248
Profit for the year - - - - - 10,489 10,489
Exchange differences on translation
of foreign aperations - - - - (a8 - (48)
Actuanal gains and losses on defined
henefit scheme - - - - - (3,914} {3,914)
Tax credit on items taken directly to equity - - - - - 1,287 1,287
Purchase of shares - - (816) - - - (816)
Repurchase of shares - - - - - (65} (65)
Transfer in respect of 1ssue of shares
to employee trusts - 916 - - - (916 -
Share-based payment awards exercised
1N year - - 1,494 - - (1.613) (119
Share-hased payment transactions - - - - - 803 803
Divrdends paid - - - - - (4,427) (4,421)
Share 1ssues 21 810 - - - - 831
ALY Cctober 2006 1,838 23,877 (954) G4 ()] 17,426 42,275
Profit for the year - - - - - 13,405 13,405
Exchange differences on transiation
of foreign operations - - - - 194 - 194
Actuanal gans and losses on defined
benefit scheme - - - - - 7,565 7,565
Tax charge on items taken directly to equity - - - - - (2,096) (2,096)
Purchase of shares - - (559} - - - (559)
Transfer in respect of 1ssue of shares
to employee trusts - 588 - - - (588) -
Share-based payment awards exercised
In year - - 515 - - {904) (389)
Share-based payment transactions - - - - - 1038 1,038
Dwidends paid - - - - - {4,801) {4,80%)
Share 1ssues . 18 1,262 - - - - 1,280
At 30 September 2007 1,854 25,727 {998) 94 190 31,045 57,912
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24 Reconciliation of shareholder's equity and reserves continued

Share Capital Retalned
premium redemption earmnings
Share capltial account Own shares reserve {restated) Total equlty
EQ00 £000 £000 £000 EQQD £000

company
At 1 Qctober 2005 1,815 22,151 (1,632) 94 26,884 49,312
Adoption of IFRIC 11 (see note 31) - - - - 2,257 2,257

1,815 22,151 (1,632 94 29,141 51,569
Profit for the year - - - - 8,867 8,867
Share issues 21 1,726 - - - 1,747
Purchase of shares - - {816) - - 816)
Repurchase of shares - - - - {65) (65)
Share-based payment transactions -
Including adoption of IFRIC 11 (see note 31) - - 1,494 - (1,789 (295)
Dwvidends paid - - - - (4,423) {4,423)
Adoption of IFRIC 11 (see note 31) - - - - 803 803
At 1 October 2006 1,836 23,877 {354) 94 32,534 57,387
Profit for the year - - - - 2,767 2,767
Share 1ssues 18 1,850 - - - 1.848
Purchase of shares - - {559 - - (559)
Share-based payment transactions - - 515 - (F04) (389)
Drvidends paid - - - - (4,801 {4,801)
Share-based payment awards - - - - 1,038 1,038
At 30 September 2007 1,854 25,727 (998) 94 30,634 57,311

Own shares held represents the cost of shares in RM pic purchased in the market and held by the Group - see note 23
The capital redemption reserve relates to the Company's repurchase of its own share capital from the market

As permitted by section 230 of the Companies Act 1985, no separate Income statement 1S presented In respect of the Parent Company
The Company made a profit for the year amounting to £2 8m (2006 £8 9m)

25 Acquisition of subsidiary and business combinations

DACTA Limited

On 21 May 2007, the Group acquired 100% of the 1ssued share capital of DACTA Limited (DACTA) for an initial cash consideration of £2 8m
and 1ssuable loan notes estmated at £1 7m DACTA 1S a disinibutor of education resources In Eurcpe and has exclusive supply contracts
for Lego, TOLO and BRIQ In the education market This transaction has been accounted for by the purchase method of accounting

Provisional fair Provisional
Book value value adjustrments falr vatue
£000 EQQQ £00D0
Net assets acquired
Acquisition related intangible assets - 2,041 2,041
Property, plant and eguipment 65 - 65
Inventory 725 - 725
Trade and other receivables 1,167 - 1,167
Cash at bank and m hand 704 - 704
Trade and other payables (1,674) - {1,674)
Deferred tax liability - (616} (616}
Other non-current payables (7 - (17)
970 1,425 2,395
Goodwill 2,128
Total consideration 4,523
Satisfied by
Initiat cash consideration 2,806
Estimated deferred cash consideration 1,710
Directly attnibutable costs 7
4,523
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25 Acquisition of subsithary and business combinations continued

{000

Net cash outflow arising on acquisition
initial cash consideration 2,306
ACQUISILION CGSts /
2,813

The goodwil! ansing 1s attributable to the anticipated profit from distribution of the Group's products i new markets and the
anticipated future operating synergies from the combination In additien fair value adjustments have been recognised representing
acquisition related intangible assets These relate to the valvation of brands and supply contracts purchased - see note 13

These assets are being amortsed over three years.

DACTA contributed £2 6m revenue and £0 2m to the Group's profit before tax for the penod between the date of acquisition and
the balance sheet date If the acquisition of DACTA had been completed on the first day of the financial year, Group revenues would
have been £277 9m and the Group profit attributable to equity holders of the parent would have been £13 9m

SERAP

On 2 August 2007, the Group acquired certain assets of SERAP the Schools Exam Results Analysis Project for an mnitial cash consideration
of £0 6m The purchased assets are being run within the Group’s subsidiary company Forvus SERAP provides specialised educational
data matching and reporting services for government departments and agencies and local althorties and already worked with the
Group, providing services for the National Pupil Database — Achievement and Attainment Tables (NPD-AAT) contract This transaction
has been accounted for by the purchase method of accounting

Provisional fair Provisional
Book value value ad|ustments tair value
£000 £000 £000
Net assets acquired
Acquisition related intangible assets - 687 687
Property, plant and equipment 115 - 115
Trade and other receivables g5 - 95
Trade and other payables 28) - (28)
Deferred tax liabilities - (206} (206}
182 481 663
Goodwill -
Total consideration 663
Satisfied by
inttial cash consideration 580
ACQUISIHION costs 83
663
000
Net cash outflow anising on acquisition
Initial cash constderation . 580
Acquisition costs 78
658

Fair value adjustments have been recogmsed representing acquisition related intangible assets. These relate to the valuation of
contractual customer relationstups and database assets purchased — see note 13 Acquisivon selated mtangible assets wil be
amortised over four years
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25 Acquisition of subsithary and business combnations continued

Post year end acquisitions

On 1 October 2007 the Group acquired 100% of the equity of Spacekraft Limited and Spacekraft (international) Limited for an initial
consideration of £3 Om and total sssued loan notes of £1 0m Spacekraft 1S one of the UK's leading suppliers of special educational
needs (SEN) and early years products and services it has not been practicable to finalise provisional fair value calculations, including
acquisition related intangible assets in the ntervening tme penod, hence these have not been included here The provisional far
vafue balance sheet will be presented in the Group's intenm results announcement for the half year ended 31 March 2008

. Pnor year acquisitions
In 2006 the Group acquired Music Education Supphes Limited and Caz Software Limited The fair values disclosed In the prior year
were provisional and have been subsequently updated There were no material adjustments in finalising these disclosures, which
are shown In note 13 The amortisation periods over which the assets are being amortised were adjusted from three years to -

Caz Software Limited

Customer retationships 5
intellectual property assets 3
8rand 3
Music Education Supplies Limited

Customer relationships 5
Brand 25

26 Net funds

Non cash

2006 cash flow movements 2007
£000 £000 £000 £000
Cash and cash equivalents 30,092 (833} 62 29,321
Loan notes (884) 612 26 (246}
Net funds 29,208 (221} 88 29,075
Issuable loan notes - (1,710) - (1,710)
Deferred consideration (703) 703 - -
28,505 (1,228) 88 27,365
27 Operating lease arrangements
The Group leases certain assets under operating leases and recognised expenses in the year of
2007 2006
£000 £000
Minimum lease payments under operating leases recognised as an expense In the year 4,274 3416

At the balance sheet date, the Group had outstanding commitments for future mimimum lease payments under non-cancellable
operating leases, which fall due as follows

2007 2006
£000 E0DQ
Wwithin gne year 2,775 2,527
In the second to fifth years nclusive 9.312 8,330
After five years 7.636 7,590

Operating lease payments represent rentals payable by the Group for certain of its office properties The terms of these are subject
to renegotiation on an average term of 12 9 years (2006 13 S years} and rentals are fixed for an average of 4 1 years (2006 6 4 years)
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28 capital commitments

The Group has the following capital expenditure commitments (2006 including £2 2m relating to TTS's purchase of a new office
and warehouse faclities)

2007 2006
£000 €000
Contracted for but not provided for 5,866 6,519

29 Share-based payments

The Group operates a number of executive and employee equity settled share-based payment schemes including co-investment
and deferred bonus plans, share options and staff share schemes The fair values of these schemes have been assessed using Black-
Scholes and Monte Carto models, as appropriate 1o the scheme, at the date of grant The far values of the schemes are expensed
over the period between grant and vesting

Charges for share-based payments under IFRS have been recognised only for 1ssues that were made after 7 November 2002 and
had nct vested at the transition date as prescribed by IFRS 1 Fust-time Adoption and IFRS 2 Share-based Payment

a) Employee share option schemes

The Group has :n place share option schemes which 1s5ue options over shares in the Company COptions are exercisable at a price
equal to the average quoted market price of the Company’s shares over a five working day penod up to the date of grant The vesting
penod for options 15 three years There are various performance concibions attaching to share opiion grants, including EPS related
conditions If the options remaimn unexercised after a period of ten years from the date of grant, the options expire Options are
forfeited if the employee leaves the Group before the options vest

Detalls of share options outstanding during the year are as follows

weighted

Number of ave Exerclse

share options exerclse price price range

E £

Qutstanding at 1 October 2005 6,437,067 275 072762
Granted duning the peniod 498,000 158
Lapsed during the penod (166,305) 236
Exercised during the pered {1,040,457) 125

Outstanding at 1 October 2006 5,728,295 3 072762
Granted during the penod 1,150,000 188
Lapsed during the period (237,699) 292
Exercised dunng the period (929,903} 138

Outstanding at 30 September 2007 5,710,693 306 072-762

The options outstanding at 30 September 2007 had a weighted average contractual life of 4 5 years (2006 4 5 years)

Included within the above balances are options over 2,920,259 shares (2006 3,673,089 shares) for which a charge has not been
recognised in accordance with IFRS 2 as the options were granted on or before 7 November 2002

In the year to 30 September 2007, opticns were granted on & December 2006 and on 15 june 2007 (2006 30 Novermnber 2005)

The estimated fair value of the options granted 1s £0 56 per option {December 2004) and £0 58 per option June 2007) (2006 £0 51
per option) These fair values are determined using a Black-Scholes model and are charged to income evenly over the vesting period
lnputs to the model are as foliows

15 lune 4 December 20 November

2007 2006 2005

Share price at grant 2086 187 159

Exercise price 205 174 158
Expected volatiity 30% 33% 38%

Expected life Syears Syears 5 years
Risk free rate 56% 4 8% 4 2%
Expected dividends 25% 28% 3I1%

Expected volatility was determined by calculating the historic volatility of the Company's share price aver the previous five years,
exciuding two time periods of extraordinary volatiity The expected life used in the modet has been adiusted based on management's
best estimate, for the effects of non-transferability, exercise restrictions and behaviourat considerations
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29 share-based payments continued

b) Co-investment plans

The Group has i place co-investment plans for the remuneration of senior management Plan partieipants commit shares worth up
t0 33% of therr base salary which are matched by the Group with Up to three matching shares per cormmitted share provided subject
to vanous vestng conditions, including EPS and total shareholder return (TSR) conditions The vesting perniod for the plan is three years
If the vesting condit:ons are not met or the participants leave the Group's employment then the participant’s co-invested shares

are returned to them Details of co-invested shares during the year are included below

Maximum number Market price
of matching shares on granit:
Outstanding at 1 October 2005 2,109,027
Granted during the penod ) 1,229,202 154
Exercised during the penod (1,103,921}
Outstanding at 1 October 2006 2,234,308
Granted during the penod 975,018 212
Exercised during the period (591,373
Qutstanding at 30 September 2007 2,617,953

The weighted average market price at the date of vesting of co-investment matching shares during the year was £1 77 (2006 £1 55)
The plans outstanding at 30 September 2007 had a weighted average contractual hfe of 1 4 years (2006 1 8 years)

I the year to 30 Septernber 2007 co-nvestment rights were granted on 5 January 2007 (2006 16 December 2005) The fair vatues are
determined using the Black-Scholes model for EPS vesting conditions, giving £1 25 per committed share (2006 £1 46 per committed
share) and a Monte Carlo model for TSR vesting conditions, giving £0 65 per comimitted share (2006 £0 41 per committed share) and
are charged to Income eventy over the vesting period with adjustments made for non-market based vesting conditions Inputs to the
models are as follows

5 January 2007 16 December 2005
EPS TSR EPS TSR
Share price at grant 212 212 154 154
Exercise price Nil Nil Nl Nl
Expected life 3 years 3years 3years 3years
Expected dividends 24% 24% 32% 32%

The expected life used In the model has been adjusted based on management's best estimate, for the effacts of non-transferadiiity,
exercise restrictions and behavicural consideraticns

Comparator company volatiity 1s assessed using annualised, dally histonc TSR growth assessed over a period prior to the date
of grant that corresponds to the performance period of three years The Company correlation uses historic pairwise correlations
of the companies over a three year penod The farr value of the TSR element 1s based on a large number of stochastic projections
of Company and comparator TSR

In March 2003 the Company established the RM pic Share Trust t0 hedge the future cbligations of the Group in respect of shares
awarded under the RM plc Co-Investment Plan The trustees penpdically purchase shares on the open market using funds provided
by the Group These shares are used to hedge the estimated liability but until vesting represent own shares held - see note 23

c) Deferred bonus plan

The Group has n place a deferred bonus plan for the remuneration of Executive Directors Under the plan 40% of their annual cash
bonus will be deferred in ordinary shares for a penod of three years and vest at the expiry of the same period Any unvested shares
will lapse iImmediately if the Executive Director ceases to be an employee of the Group in circumstances where they wouid not be
considered to be a ‘good leaver” under the rules of the plan
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29 Share-based payments continued

Details of deferred bonus grants outstanding during the year are as follows

Number of Market price

bonus shares on grant

E

Outstanding at 1 October 2005 - -
Granted during the penod in relation to 2005 72,655 162
Outstanding at 1 October 2006 72,655 -
Granted dunng the period In relation to 2006 72,120 182
Outstanding at 30 September 2007 144,775 -

The number of shares outstanding at 30 September 2007 had a weighted average contractual life of 1 7 years (2006 2 2 years)

In the year to 30 September 2007 awards were granted under the deferred bonus plan on 5 January 2007 (2006 28 November 2005}
The estimated far value of the grant is £1 97 per bonus share (2006 £1 47 per share) This fair value 1s determined using a Black-Scholes
model and charged to income evenly over the vesting pertod adjusted for expected survivorship Inputs to the mogel are as follows

§ January 28 November

2007 2005
Share price at grant £2 12 £155
Exercise price Nil Nil
Expected Iife 3years Iyears
Risk free rate 51% 4 3%
Expected dividends 24% 30%

The expecied ftfe used m the model has been adjusted based on management's best estimate, for the effects of non-transferability,
exercise restrictions and behavioural considerations

In order t¢ hedge the Group's hability to provide shares in the Companty under the deferred bonus plans the trustees perodically
purchase shares on the open market using funds provided by the Group These shares are used to hedge the estmated liabinty
but until vesting represent own shares held - see note 23

d) Staff share schemes

The RM plc 2002 Staff Share Scheme annually grants shares in RM plc to atmost alt employees The shares vest to the emgloyees
after a mirimum of three years, but normally after five years The scheme 15 an HMRC approved employee share scheme
constitted under a trust deed and was introduced to replace the RML Staff Share Scheme

In the year to 30 September 2007 staff shares were granted on 23 March 2007 (2006 24 March 2006) The fair value of the shares
granted 1s equal to the market value of £2 14 per share {2006 £2 09 per share) The expected Iife used in the model has been set
at three years being the mimmum vesting period
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29 Share-based payments continued

At grant the Trustees of the scheme purchase shares on the open market and hold these n trust on behalf of the empioyees
The schemes hold the following shares in RM plc

Number Weighted

of shares average cost

ECOD

RM plc 2002 Staff Share Scheme 255,350 373
RML Staff Share Scheme 1,361 n
At 1 October 2005 256,711 372
Purchased 67,207 139
vested (7,612} (10
RM plc 2002 Staff Share Scheme 316,306 501
RML Staff Share Scheme 1,361 1
Al 1 QOctober 2006 317,667 502
Purchased 69,825 1350
Vested (10,368) (19}
RM plc 2002 Staff Share Scheme 375,763 633
RML Staff Share Scheme 1,361 1
At 30 September 2007 377,124 634

These shares are held for the benefit of staff ang are therefore not consolidated Into the Group or Company halance sheets

Performance conditions - estimation uncertainty
Assigning a fair value charge to share-based payments requires estimation of the number of instruments which are likely to vest and,
for non-market based performance conditions, continuing reassessment of these estimates

30 Retirement benefit schemes

Defined contnbution schemes

The Group cperates or contributes to a number of defined contribution schemes for the benefit of qualifying employees inits
subsidiary comparies The assets of these schemes are held separately from those of the Group The total cost charged to Income
of £2 2m (2006 £2 Om) represents contributions payable to these schemes by the Group at rates specified in empioyment contracts
As at 30 September 2007 £0 2m (2006 £0 2m) due in respect of the current reporting neriod had not been paid over to the schemes

Defined benefit scheme

The Group operates one defined benefit pension scheme, the Research Machines plc 1988 Pension Scheme The scheme provides
henefit to qualifying employees and farmer employees of RM Education ple, 3T Preductions Limited and Softease Limited, but was
closed to new members with effect from 1 January 2003 Under the scheme employees are entitled to retirement benefits of 1/60th
of final salary for each qualifying year on attainment of retirement age of 60 Or 65 years and additional benefits based on the value
of iIndividual accounts No other post-retirement benefits are provided The scheme 1s a funded scheme

The assets of the scheme are held separately from those of the Group in a trustee-administered fund

The most recent actuarial valuation of plan assets and the present value of the defined tenefit obligation were carried out for statutory
funding purposes at 31 May 2006 by a quabfied independent actuary The valuation of plan assets was updated to 30 September 2007
and labilities rolled forward to this date under 1AS 19 The present value of the defined benefit chiigation and the related current service
cost was measured using the projected unit credit method

The trienmial valuation for statutory funding purposes showed a deficit of £12 7m as at 31 May 2006 (31 May 2003 £12 9m) The cost of
future provision was revised to 21 4% for Normal Retirement Age 60 (2003 20 4%) and 15 3% for Normal Retirement Age 65 {2003 13 1%}
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30 Retirement benefit schemes continued

As described in the report and accounts for the year ended 30 September 2006 and the Group's intenim report and accounts for the
period ended 31 March 2007, the Group conducted a consultation exercise with active members of the Group's defined benefit pension
scheme Following conclusion of the exercise in January 2007, members voted for the introduction of a 5% ¢ap on pensionable salary
nflation which has heen implemented from February 2007 The impact of this is a reduction of £3 5m in the pension scheme deficit,
which has been reflected as an exceptional credit m the Ifcome statement, in line with 1AS 19 Employee Benefits The roll forward
Includes the impact of the pensionable salary inflation cap

Additionally, the Group paid a special pension contribution of £2 Om into the pension scheme in March 2007 and has patd an additional
special pension contribution of £1 5m after the balance sheet date in October 2007 The £1 5m has not been recorded against the
scheme deficit at 30 September 2007 These cash payments were in addition to the Group's current service centributions and £1 7m
per annum deficit catch up payments agreed with the scheme’s trustees in 2006

Following the above actions and updating to reflect current market condiions, the deftoit on the scheme has fallen by £15 4m
to £3 3m with the related deferred tax asset also falling

1AS 19 valuation

Key assumptions used
2007 2006
% %
Rate of increase tn salaries 370 380
Rate of Increase of pensions m payment 330 270
Rate of Increase of pensions n deferment 330 270
Discount rate 5 80 505
Inflation assumption 330 270

Mortality assumptions continue to be based on the PA92 medium cohort tables which give average life expectancies as follows

2007 2006

Male Female Male Female

Pensioner member age 65 {current Iife expectancy) 218 247 218 247

Non-pensioner member age 45 {ife expectancy at 65) 230 258 230 258
Defined benefit penston scheme (credit)/charges recognised N Income are as follows

2007 2006

£000 £000

Current service Cost 3,668 2,358

Exceptional pension credit (3,500) -

Cost recogmsed within operating profit 168 2,358

Interest cost 4,258 3,744

Expected return on scheme assets (4,558) (3,645}

{Income)/cost recognised within finance (ncome)/cost {300) 99

{132) 2,457

The increased current service cost reflects the ntroduction of the salary sacrifice scheme in 2006 This has the impact of increasing
the Group's cost of providing the defined benefit pension but 1s offset by lower salary costs and National Insurance savings

Amounts recognised directly m equity in respect of the defined benefit pension scheme are as follows

2007 2006

EDDQ £000

Actuarial gains and losses 7.565 {2,101)
Experience gains and losses - {1,813
7,565 {3,914)

The actual return on scheme assets was £6 1m (2006 £6 6m)
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Notes to the report and accounts continued

30 Retirement benefit schemes continued

The amount Included within the balance sheet arising from the Group's obligations in respect of its defined benefit scheme, and the

expected rate of return on scheme assets are as follows

2007

£Q00 % £000
Equities 740 54,974 690 47,241
Bonds 490 24,698 440 19,634
Total fair value of scheme assets 79,672 66,875
Present value of defined benefit obligations (82,941) (85,582
Deficit In scheme and liability recognised in balance sheet (3.269) (18,707)
Related deferred tax asset 915 5612
Net pension deficit (2,354) (13,099)

The expected return on scheme assets Is based upon the expected out-performance of equities over government bonds over the
long-term The bond rate 1s based on the addition of a risk loading to the long-term risk free rate of return

Movements in fair value of defined benefit obligations were as follows

2007 2006

£000 £O0g
At 1 October 85,582 72,420
current service costs 3,668 2,358
nterest cost 4,258 3,744
Exceptional pension credit {3,500) -
Contributions from scheme members 71 1,542
Actuanal gains and losses {6,463) 4,126
Experience gans and losses - 1,813
Benefits paid (675} 1421)
At 30 September 82,941 85,582
Movements in fair value of scherme assets were as follows

2007 2006

£000 000
At 1 Qctober 66,875 56,530
Expected return on scheme assets 4,558 3,645
Actuarial gams and losses (actual return less expected retwin) 1,102 2,025
Contributions from sponsoring companies 7,741 3,554
Contribuions from scheme members 71 1,642
Benefits paid {675) (421)
At 30 September 79.672 66,875
The history of experience adjustments is as follows

2007 206 2005 2004 2003+

Difference between expected and actual return on scheme assets
- amount {£000) 1,102 2,025 5,900 1,230 2,850
- as a percentage of scheme assets 1% 3% 10% 3% 8%
Experience gains and losses on scheme hadilities
- amount (£000) - 1,813 - {1,270) 5.300
—as a percentage of scheme liabiities - 2% - 2% 10%

*Amounts disclosed for 2004 and earher are under UK GAAP Financial Reporting Standard 17 as it 1s not practical to restate these

amounts prior to the date of transition o IFRS

The amounts of contributions expected to he paid to the scheme during the financia! year ending 30 September 2008 are £3 2m in
respect of current service, £17m in respect of regular deficit cateh up payments and the second special pension contribution of £1 5m

Defined benefit pension parameters

The defined benefit pension scheme accounting entries require a number of estimates to be made including the discount rate apphed
to labtties, the current and past service costs and appropriate mortality assumptions The financial posttion and performance of the

scheme are sensitive to these parameters
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31 Prior year adjustments

During the year the Company has adopted IFRIC 11 IFRS 2 - Group Treasury Share Transactions The following reconciliation of the
Company halance sheet and explanation are given to enable assessment of the impact

Where the employee of a subsidiary company benefits from a share-based payment denominated i the shares of RM plc IFRIC 11
considers that RM pic's cost Of Investment In the subsidiary company has increased The pnor period has been restated to reflect
this increased cost of investment

under UK GAAP on maturity of share-based plans a recoverable balance was recorded from the relevant subsidiary company
uUnder IFRS, IFRIC 11 this transaction between eguity holders 1s transacted through equity

As at 30 September 2006
nter group Maturity of
AS previousty sharg hased ghare based
reported payment payment plans As reported
£000 £000 £000 £000

Non-current assets
Investments 39,676 3.060 - 42,736

39,676 3,060 - 42,736
Current assets
Trade and other recevables 18,630 - (1,789 16,841
Cash and cash eguivalents 35 - - 35

18,665 - {1,789 16,876
Total assets 58,341 3,060 (1,789 59,612
Current habilittes
Trade and other payables {2,135} - - (2,135)
Tax habilities (50 - - (90)

(2,225) - - (2,225
Net current assets 16,440 - (1,789 14,651
Non-current liabilities
Other payables - - - -
Provisions - - - -
Total habilities (2,225 - - (2,225}
Net assets 56,116 3.060 (1,789) 57,387
Equity attributable to equity holders of the parent
Share capital 1,836 - - 1,836
Share premium account 23,877 - - 23,877
Own shares (954) - - (954)
Capita! redemption reserve 94 - - 94
Retamned earnings 31263 3,060 (1,789} 32,534
Total equity 56,116 3.060 {1,789 57,387
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32 Related party transactions

The remuneration of the key management personnel of the Group, recognised in the ncome statement, 15 set out below in aggregate

Key management are defined as the Executive Directors of the Company and other persons classifted as 'persons discharging
management responsibility under the rufes of the Financial Services Authonty’ Further information about the remuneration of

individual directors 15 provided in the audited part of the Remuneration report

2007 2006

£000 E00D

Short-term employee benefits 2,470 2191
Post-employment benefits 175 107
Other long-term benefits 435 386
Share-based payment 26 {4}
3.106 2,680

There were no other significant related party transactions which have not been eliminated on consolidation Transactions between

Group companies are conducted on an arms length basis in comgliance with Transfer Pricing regulations
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Five year summary

2003 2004 2005 2005 2006 2007
£000 (except where otherwise stated) UK GAAP UK LAAP UK GAAP IFRS IFRS IFRS
Revenue 215,494 263,264 262,707 262,707 262,310 270,910
profit before tax* 8,649 11,573 12,845 13,997 14,597 15,515
Profit after tax 4,675 3,852 2,004 7,738 10,489 13,405
Tax rate** 18% 27% 27% 27% 28% 27%
Diluted earnings per share* 790 9 4p 10 5p 114p 115p 12 3p
Dividends per share 4 35p 4 60p 4 85p 485p 517D 549p
Balance sheet
- capital empioyed 590 13,121 15,573 15,306 12,183 28,591
- net cash and cash equivalents 40,625 27,480 22942 22942 30,092 29,321
- net funds 38,417 25,781 21,843 21,843 29,208 29,075
- total equity 41,215 40,601 38,515 38,248 42,275 57,912
Profit before tax* as a percentage of revenue 4 0% 4 4% 49% 53% 5 6% 57%
Average number of employees 1,545 1,875 2,137 2137 2,124 2,230

The amounts discliosed for 2004 and earlier periods are stated on the basis of UK GAAP because it 1s not practicable to restate
amounts for periods prior to the date of transition to IFRS

*Before amortsation of acquisition related Intangible assets, goodwill charges and 2007 exceptional pension credit
**Tax rate as a percentage of profit before amortisation of acquisition releted intangible assets, goodwill charges and exceptionat items
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Shareholder information

Financial calendar

Ex-dividend date for 2007 final dividend 2 January 2008
Record date for 2007 final dividend 4 January 2008

Annual General Meeting 21 January 2008
Payment of 2007 final dividend 1 February 2008
Announcement of 2008 intertm results May 2008

Preliminary annguncement of 2008 results November 2008

Corporate Web site
Information about the Group's activities 1s available from RM
at www rm com

Investor information

Information for Investors 1s available at www rm com/investors
Enguines can be directed to Pt Hemmungs, Director of Corporate
Affairs, at the Group head office address or at phemmings@rm com

Registrars and sharehoiding information

Shareholders can access the details of their holdings In RMi plc
via the Shareholder Services option within the investor section

of the corporate Web site at www rm com/investors Shareholders
can also make changes to their address details and dividend
mandates online

Afl enguires about indwidual sharehotder matters should be made
to the Registrars either via emall at ssd@capitaregistrars com

or telephone 0870 162 3131 To help shareholders, the Capita
web site at www capitaregistrars com contains a shareholders’
frequently asked questions section

Electronic communication

Following approval of the special resolution at the January 2007
AGM we are able to offer shareholders the ability to recelve
Company communications via email By registering your emaik
address, you will recerve emails with a web IInk to information
posted on our Web site This can Include our report and accounts,
notice of meetings and cther Information we communicate to
our shareholders

Electrorc communication brings numerous benefits Including

* Environmental helping us reduce our impact on the environment

* Securty your documents cannot be lost it the post or read
by others

« Faster notification of information and updates

= Easy access check your shareholding and account transactions
online at any time

*Convenience change your name, address or dividend mandate
details online

To sIgn-up to receve e-communications, simply go to Capita
Registrars’ Share Portal at www capitaregistrars com/shareholders
and follow the instructions.

Beneficial shareholders with ‘infermation nghts’

Piease note that beneficial cwners of shares who have been
nominated by the registered holders of those shares to receive
information rights under section 146 of the Companies Act 2006
are regured to direct all communications to the registered
holger of their shares rather than to Capita Registrars, or 10 the
Company directly

Multiple accounts on the shareholder register

If you have receved two or more copies of this document,

It may be because there is more than one account in your
name on the shareholder regisier This may be due to either
your name or address appearing on each account In a shghtly
different way For security reasons, Capita will nct amalgamate
the accounts without your written consent If you would like

to amalgamate your multiple accounts Into one account, please
write to Capita Registrars

Directors

J P Leighfield Charrman

TR Pearson Chief Executive Officer

M D Greig Group Finance Director

R A Sirs Chief Operating Officer

B Carsberg Independent Non-Executive Director

J R Wmndeler Senior Independent Non-Executive Director
M J Tomiinson Independent Non-Executive Director

TR P Brighouse Independent Non-Executive Director

Company Secretary
A) Robson

Group head office and registered office
RM plc

New Mill House

183 Milton Park

Abingdon

Oxfordshire 0X14 4SE

United Kingdom

Telephone +44 (0) 8450 700300

Fax +44 (0} 8450 700400

Registered number
RM plc’s registered number 1s 1749877

Advisers

Bankers

Barclays Bank PLC

Technology and Telecoms Team
1 Churchill Place

Canary wharf

London E14 5HP

Audrtors

Deloitte & Touche LLP
Abbots House

Abbey Street
Reading RG1 3BD

Registrars

Capita Registrars
Northern House
Woodsome Park
Fenay Bridge
Huddersfield HD8 OLA

Stockbrokers

UBS Investment Bank
1 FInsbury Avenue
London EC2M 2PP

Solicitors
Linklaters

One Silk Street
London EC2Y 8HQ
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Glossary

AQA

Assessment and Qualifications alliance, one of the three
major Enghsh examination boards, which are responsible for
developing, setiing and marking public examinations such
as GCSEs and A-levels

Becta

Britrsh Educational Communications and Technology Agency,
the UK government agency responsible for leading the use
of ICT in education

BESA
Brittsh Educational Suppliers Association, trade association
representing educational suppliers

BETT
An educational ICT conference and exhibition which takes
place annually in London

85F
Bullding schools for the Future, a government programme
to rebuild or refurbish all secondary schools in England

C2K

Classroom 2000, the public sector body responsible for
managing the provision of ICT managed services to schools
In Northern Ireland

Cambridge Assessment

One of the three major Enghsh examination boards, which
IS responsible for developing, setting and marking public
examinations such as GCSES and A-levels

cfp
Computers for Puptls, an English government programme to
provide access to computing technelogy for disadvantaged pupils

DCSF

Department for Children, Schogls and Families, the UK
government department responsible for the education
and wellbeing of children and young people

General curnculum resources
Awide range of non-ICT products used by teachers to support
teaching and learring

HDI
Help Desk Institute, a professional organisation fepresenting
the IT service and support sectars

ICT

Information and Communications Technology, a term used
primarity in the public sector {0 describe computer systems,
telecommunications and networking

Intellect
Trade assoclation for UK software and IT companies

ISC/IEC 27001 2005
International standard for information security management

Learming platforms

Information systems that support teaching and tearning
workflow, and facilitate communications and collaboration
between teachers, learners and parents/carers

Local authonty
Local government body with, amongst other things, responsibility
for educatien and children’s services

LTS

Learning ang Teaching Scotland, a non-departmental public
body, sponscrad by the Scottish Government, responsible
for the development and support of education in Scotland

Ofsted
Office for Standards in Education, the body responsible for
Inspecting and regulating education, chidren’s services and skills.

on-screen marking

Distributed systems that allow examiners to use a persenat
computer to display scanned images of examination and test
papers, annotate and mark those scanned images, and return
marks electronically

on-screen testing
Distnbuted systems that allow students to take examinations
and tests using a compuier

Primary school
School serving pupils aged 4 to 11

QCA
Qualfications and Curriculum Authority, the regulatory body
for the curniculum and publicly funded qualifications in England

Secondary school
School serving pupiis aged 111018

SEN

Special Educationat Needs, children who have learning difficulties
or disabilities that make ot harder for them to tearn or access
education than most children of the same age

SQA
Scottrsh Qualifications Authority, the body responsible for publicly
funded gualifications in Scotland
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