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A resilient business...

RM provides highly valued products and services, which
are used by learners and educationalists across the
world. Our customers are schools, colleges & universities,
qualification providers, and central & local government
districts & departments. We work closely with them

to develop new products and services that enhance
teaching and learning.

Working in an area which is a priority for Governments
across the world, and operating in three distinct
segments, RM is a resilient business with a diverse
product and service range and a wealth of unique
_intellectual property.
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Overview Business review

Governance Financral statements

..delivering strong results

Operational highlights

Growth
* Third successive year of record
revenue and profit

e Growth in each of RM's operating
segments Learning Technologies,
Education Resources, and Assessment
and Data

» Strong cash generation

Delivery

* More new schools commissioned,
more exam scripts processed,
and more education resources
shipments than ever before

Strategic development
¢ Growth in Education Resources

» Customer acquistion in Assessment
and Data

¢ International channels for key
RM products

Financial highlights
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A clear structure...

RM operates in three distinct
segments, each of which has
its own customer base and
market dynamics. Together
they make a diverse business,
with a single focus — improving
educational outcomes

Assessment and Data

Assessment plotforms

= Systems, platforms and outsourcing for testing
and qualifications

» Datc analysis and disseminahon services for teachers,
parents and policy makers

RM 15 a ploneenng provider of outsourced assessment
and data services, with a range of world-class
technology solutions We work with examination boards,
professional assocations and government departments
& agencies

02 RM plc
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Learning Technologies

Schools technology

= Classroom fechnology incfuding learning platforms,
computer systems and interachve teaching equipment

» Infrastructure and managed services including systems,
networking, MIS, access control and cashless calering

RM 15 the UK’s leading provider of iearning technology
products to UK schools, and s establishing a strong
posihion in the US and Australia

Education Resources

Engaging dassroom resources

» Curnculum-focused praducts including teaching
equipment & malerials, fumniture and software

RM is a rapidly growing supplier of education resources,
ganing market share, extending its preduct range, and
developing international channels

RM plc 03
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.with defined revenue streams...

2010 was a year of strong growth
for the RM Group. Each of our three
segments showed both revenue
and profit growth and across

the Group we delivered record
revenue and profit for the

third consecutive year.

Assessment and Data

Revenue Adjusted Percentage of
operating profit Group odjusted

£23m £28m operating profit
+18% +9% 14%

Commitied revenues £27m
Contracts added to cornmutted revenues dunng year £11m

Internahoncl Baccoloureate  On-screen marking  New
QcDA On-screen marking  New

TSA Managed services  New

0 4 RM plc
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Overview Business review

Governance Financiat statements

Learning Technologies

Revenue Adjusted Percentage of
operating profit Group adjusted

£274m £93m operating profit
+4% +16% 47%

[y

Committed revenues £341m

Contracts added to commutted revenues dunng year £i19m

Glow (Scotiond) Infranet Renewa!
Solihull Managed services  Renewal

South Lanarkshire Council Managed services  Renewal

South Wes! Gnid for Learming  Internet services Renewal
Southwark Managed services  Extension
Stoke-on-Trent Manoged services  Extension
Essex Managed services  New
Harns Acadernies Managed services  New

Hull Managed services  New
Lendau Forte Academy Managed services  New
Somerset Managed services  New

Education Resources

Revenue Adjusted Percentage of
operating profit Group adjusted

£83m £77m operaling profit
+30% +10% 399

Committed revenues £17m

RM ple
Annuagl report and atcounts 2010

05




..and a focused strategy
for growth...

Our aim is to build a growing
international business which is
known by its shareholders for
delivering profitable growth,
by its education customers for
contributing to their success,
and by its people as a great
place to work

Assessment and Data

Strategy for growth
E
Z
+ Further penetrate UK v/
on-screen marking and data
services market
+ Grow emerging International e
on-screen marking business
« Establish on-screen testing v

capability

06 ok
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Overview

Business review Governance

Learning Technologies

Strategy for growth

« Maintain leading UK position
with new propositions to address
new requirements

I 3

» Enhance US capabiiity through
organic growth and selective
acquisions

+ Grow emerging infernational
learning platform business in
Enghsh-speaking termtones

Education Resources

Strategy for growth

» Grow UK market share

+ Accelerate development of
‘own’ producis

« Develop internationel channels for
educction resources products

A

Finanaal statements

\ Continuing

\ \ \ Conhinuing

RM plc
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Questions and answers

Terry Sweeney, RM Chief Executive,
addresses key questions about
the Group's strategy and prospecis
for the future.

Terry Sweeney
Chief Executive

Q How is RM

positioned for
the future?

We're well-positioned We have a very clear

strategy - we want to grow a broadly-based,

international education business Broadly-
based so weTe not dependent on any one
product or market, international to provide
access to education budgets outside the UK
and crtical mass for nvestment in products
and services In both areas we've made
good progress and education 1s a clear
global prionty RM 1s a resilient business
and | look to the future with confidence

08
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Overview Business review

Q How will the UK Government’s policy
on spending affect RM's business?

The Ociober Spending Review clearly ndicated that schools
are a top priorty for the Coaliton Government, with modest
real-terms growth in English school budgets planned Much

of what we do in our Leerning Technologies and Education
Resources businesses ts funded from ‘fronthine’ school budgets,
which are the area of funding the Government 1s committing fo
maintain So, whilst there's ne doubt that education spending in
the UK will come under pressure over the nexi couple of years,
we're expecting headteachers will still be In a position to spend
The key for RM 1s to make sure we've got great producis thai
schools really need, and, recognising the financial condihons
offering more for less

Q What are RM's plans for further
international expansion?

Building our infernational position is a key part of our strategy
Each of our three businesses has a growing international
presence, and It's a prionty 1o drive that growth harder

What we're parficularly focusing on is developing channels
for the world-leading producis, services ond technologies
that the Group has got In Learning Technologtes that means
our RM Learning Platform, in Education Resources, interactive
whole-class teaching producis like Easiteach and our TTS
Electronic Education range, and, in Assessment and Data,
our on-screen marking capability We'll also be looking to
increase the range of pariners we work with to take these

fo market

Revenue by lermtory - Increasing intemationat business

2006 £262m 2010 £380m

Owx

Ous
Oewrope
Orest of word

Governance

Q Looking ahead, how confident are you?

Finanaial statements

Q How are you placed to meet the needs

of schools in the future?

Each year we invest ime, energy and money in understanding
what our schools customers need, then dewising and developing
products and services that meet those needs TTS, our classroom
resources company, iIntroduced over 350 new products m 2010,
across the Group we have more than 300 developers working
on new technology products We also want 1o be known by our
customers for excellent delivery — whether of a single product or
of alarge and cornplex project Innovation and delvery are at
the heart of what we do and mean we're well-placed 1o serve
our customers

I want RM to be judged by iis results three years of record
revenue and profit eight years of unbroken earmings growth,
and a dwidend that's not reversed since we listed i 1994 It's
clear that the UK market will be challenging whilst our education
cusiomers odapt to new Government policles However, we are
broodly-based and increasingly international If we confinue fo
do a great job for our customers globally, 'm confident thal we
can confinue 1o live up fo our track record

RM plc
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Chairman’s Statement

2010 was the third successive year of record revenue and
profit for RM — a track record we are proud of and clear
proof that the work we have done to build a diverse
group of education businesses has made RM a stronger
and more resilient company We are confident that

RM is well-positioned for the future and excited about

our prospects

John Leighfield
Charrman

Strong resulis in 2010

RM delivered strong results in 2010, with good progress on nearly
all of our key performance indicators Revenue and profit both
reached new record levels we have delivered three years of
unbroken revenue growth and earnings have grown every year
since 2002 Cash conversion was excellent and we ended the year
with posttive net funds less deferred consideration Committed
revenues, however, decreased year-on-year, largely reflecting the
Government's review of the Building Schools for the Future (BSF)
scheme which resulted in a number of school rebuild projects
either being scaled back or cancelled

The Board remains excited aboul RM's fulure growth prospects
Reflecting this, we are recommending an 8% increase in full year
dmdend [paid and proposed) to 4 64p (2009 617p) RM's dwidend
has been maintained or increased every year since the Group was
listed on the London Stock Exchange in 1994

Building a resilient business

Our strong performance in 2010 reflecis Ihe subsianhal effort we
have put Info making RM a more resilent business which is not
dependent on any one product or market In a year when we have
seen signthicant policy changes made by the UK Governmenlt which
offect our UK Learning Technologies business, our resilience has
allowed us to continue to deliver profilable growth

10
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Overview Business review

Ten years ago, we were a largely domeshc educational computer
comparny, today we are o diverse education group, with three
distinct business segments, a leading position in our home market,
and a groweng presence in the US and Austraha This year, less
than halt of the Group’s profit came trom Learming Technologies
and the mosi ropidly growing area of our businegss was Education
Resources In 2010 each of our three segments has grown revenue
ond profit and we are establishing international positions for a
number of our educational technology products and services

We are vigorously confinuing to drive this process

Inspiring engaging learning through innovation

Our continued success is buili eninnovation by developing and
delivering ever more effective education products ond services,
we help our customers deliver inspiring and engaging learning
innovatton 15 essentral to alt of our actvires from Learmng
Technologres, where our learning platiorm software s mcreasingly
recognised by nternational customers as world-leading, through
Education Resources, where we infroduced over 350 new and
unique producis in 2010 to Assessment and Data, where
iniernational qualification providers such as the ACCA and
International Baccalaureate Organisation have chosen us as
their strategic pariners

Qur commitment o innovation 1s underlined by our ‘Entrepreneur

of the Year’ scheme which Terry Sweeney introduced in s first year
as Chief Executive ‘Entrepreneur of the Year challenges all of our
people to come up with new ideas, which both meet real customer
needs and represent a signdicant market apportunity Qur 2010
Entrepreneurs of the Year are bringing new potential 16 the Group,
the products proposed by our first winners will reach the market

n 20N

Financial highhghts

Year to 30 Seplember

2010 2009 change

Revenue £380Im £3469m +10%
Cornrniited revenues®

at year-end £385m  £419m -8%
Adjusiedt operating profit ~ £199m  £177m +12%
Operaling profit £241m  £161m +50%
Adjusted' basic EPS 16 3p 15 3p +7%
Dwvidends per share 6 64p &617p +8%
Net cash £23m £50m*
Net funds/|debl] less
deferred consideration £05m £(07Im
* Order book, delesred income contracts of preferred bidder selected bidder

or equivalent

* Adjusted profid end EPS are before amartisation of acquisition related
ntangible ossets exceptional charges & exceptional pension credi in 201¢
ond acquisition infegration cesis in 2009

* Paid and proposed

Governance Finanaal statements

Board

lain Mclntosh joined the Board and was appeointed CFO on 1 April
2010 lan has held o number of semor finance posiens in both
Iisted and privote companies, serving most recently as CFO of Axon,
the FTSE250 business trensformation consultancy He brings with
him energy and wision which will help RM deliver further profitable
grewth in thefuture lain succeeds Mike Greig, who has relired as
RM's Finance Direclor after over twenty years in the role In his ime
with the Group, Mike made a mojor contribution to buillding the
company that 1s RM today On behalf of the Board, | thank Mike

for us inestimable contribution and wish him well for the future

People

The commitment, capability and enthusiasm of the people who
work at RM are the very best reasons for my confidence in RMs
future prospenity They make RM the place that it is, and they are

iesponsible for developing ond delivering the producis and services

that make us an essential pariner for our customers In this year's
annual survey, 80% {2009 80%) of our people said they were proud
to work here Therr commitment iIs an enormous asset to RM and
delivers enormous benefits for our customers, on behalf of the
Board, | thank them all for another excellent year

Well-posihioned for the future

The Board is confident that RM enters 2011 well posiioned for the
future both in the UK and internahionally, and 15 excited about the
Group's prospects

The new UK Government has clearly indicated thot education s

a priority area for public spending, with English schools budgets
sel to grow modestly over the next four years If1s likely that the

UK Learning Technology market will be subdued in the immediate
future However, RM s the clear market leader and, in the medium
term, the use of ICT in education will continue to Increase Qur
Education Resources business is largely funded from “frontiine’
school budgets and we see significant opportunihies for further
growth Assessmen! and Dato 1s well-positioned to benefit from
the pipehne of opportuniies we can see for it

Looking more widely, our stralegy 1s fo mantain our leading UK
Learning Technolegies position, and grow market share for our
Education Resources and Assessment and Data businesses

Each of our businesses has world-leading intellectual property,
embodied in RM-'own’ products and services We are increasingly
building channels that will allow us 1o take these producis and
services fo market i a number of terrtones around the world

Education is an important sector In every country in the world

Our aim 1s 1o be a global leader in educotion solutions The Board
1s confident that RM has the morket posilians the people and the
vision needed to achieve this

John Leighfield
22 November 2010

RM plc
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Business review

Strategy and operations

RM achieved double digit revenue and adjusted
operating profit growth in 2010. During the year we
delivered more for our customers than ever before,
and made further progress in the strategic

development of the RM Group

QOur strategy

We have set three priorties
* Grow o broadly-based and global education business

« Delver superior products and services that help teachers
toteach and learners to learn

« Simplify so we can operate cost-effectively in the current
economic chmate and can beiter serve our cusiomers

Delivenng profitable growth
RM delivered record results in 2010, with growth in revenue, profit
and cash

Group revenue increased by 10% to £380 1m (2009 £3469m),

with growth in each of our three operating segments Revenue
from outside the UK increased o £496m {2009 £415m) Education
Resources grew most rapidly and now represents 22% {2009 18%)
of Group revenue and 39% (2009 40%) of adjusied operating profit
in the year Building Schools for the Future IBSF) represented 14%
{2009 N%) of Group revenue

Adjusted operating profit iexcluding emortisation of acquisiion
related intangible ossets, excephional charges and excephional
pension credit] Increased by 12% to £199m (2009 £177m) Adjusted
operating profit morgin increased by 01 percentage points to 5 2%
{2009 51%)

Excephonal costs related fo the Department for Education’s review
of the BSF scheme were £15m

The statutory measure of profit before tax waos £23 9 {2009 £16 3m)
This increase does not reflect underlying business performance as it
includes both an exceptional credit ansing from a curtailment gamn

on RMs defined benefit pension scheme deficit, and the BSF-related
excephional charges

Cash generation in the year was strong, with cash generated by
operahons of £23 7m (2009 £14 9m), equivalent to 140% of profit
from operations lexcluding pension credit) 2009 93%) Net
funds less deferred consideration ot the year-end stood at
£05m (2009 £107)m)

12
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Overview Business review

Delivenng educational excellence

In 2010, we delivered more new school ICT installations, processed
more examinahion scripls, and shipped more classroom resources
and learning technologies products than ever before During the
year we completed major ICT installations in 56 BSF schoals, in
addition to providing new networks in o further 750 schools our
Assessment and Data segment supporied the on-screen marking
of 5 5 milion exammnation scripts, and Education Resources revenue
increased by 30%

Our strategy

Our aim 1s fo build a growing international business which is known
by its shareholders for delivering profitable growih, by its peaple as
a great place to work, and by i1s education customers for
contnbuling to their success

We have set three prionhes
* Grow a broadly-based and global education business

* Deliver superior products and services that help teachers
to teach and learners to learn

» Simplify so we can operale cost-effectively in the current
economic chimate and can befter serve our customers

Market context

Since its election in May 2010, the UK Coalihon Gavernment has set
out both i1s first Budget and a four-year Spending Review In both of
these, the settlement for educotion was generally more favourable
than that for other areas of public spending, underhning the
continued prionty placed on education

The Budget largely maintained the previcus admimstration’s
education spending plans, whilst also freezing public sector pay
including teachers’ salanes) for two years The Spending Review
protected froniline schools budgets, which will show small
real-terms increases year-on-year, and confirmed that a schools
capital spending programme will continue (though reduced to
levels of spending simitar to those before the beginning of the
BSF programme)

Overall, the combination of Government priority, o broadly
supportive budget environment, and incregsing demand for
education driven by demogrophic change, provides a sohd
backdrop for RM's UK operations

In the US, education technology 1s relatively under-developed
compared to the UK {as an indicator, research from Futuresource
suggests that only 36% of classrooms are equipped with interaciive
whiteboards, compared with 77% in the UK] The Federal National
Education Technology Plan reflects a commitment to improving this
postion RMs market pasion 1s currently small relative to the fotal
market opportunity, and our contacts with policy makers suggest
that UK educational technology expertise 1s well-regarded

We view itus as a postiive environment for further growth

Governance Financial statements

In other markets across the woid, education technology 1s also
relatively under-developed (the Fuluresource research shows
inferachive whiteboard penelration at 46% in Australig, 10% in EMEA
and 4% in China) Areas of parficular interest 1o RM are  Australio,
which has a strong and stable economy, a commitment to education
investment, and where we already have an estabhshed operation,
and Europe, where we see strong and stable education spending,
and where, through DACTA, we have an established distribution
network We are also pursuing opportunities in India and Ching,

and expect inihtak business from these terntories in 201

Learning Technolegies — siralegy and operations

Learning Technologies provides schools with dassroom technology
{including learning platforms, computer systems and interactive
teaching equipment) end infrostructure lincluding networking,

MIS software, access control and cashiess catenngl. RM s the

UK market leader for these kinds of products and services, and 1s
bullding a strong postion providing selected products and services
in the US and in the Asia Pacific region

Qur sirategy 1s
+ Maintain our leading UK posihon with new propesitions
to address new requirements

= Enhance our US capability through erganic growth and
selective acquisitions

* Grow our emerging international learming platform business
n English-speaking terntories

In 2010, revenue increosed by 4% 1o £273 9m (2009 £263 7m), with
growth inthe UK US and the Asic Paafic region Adjusted operating
profit ncreased by 16% fo £9 3Im {2009 £8 Om} Adjusted operating
profit margin ncreased by 04 percentage poinis

In the UK, which accounts for the large majority of Learning
Technologles revenue demand for our products and services

held up as expecied, againsi abackdrop of increasing pressures

on public spending Overall revenue growih wos 3%, wath an
increase in revenues onsing from BSF projects offsethng a decline in
ather business reflecting a reduction 1 hardware and distribution
shipments Dunng the year, new, extended and renewed contracts
added £119m fo commitied revenues, of which £84m 1s BSF business

Looking ahead, ihe year ahead will be a perod of significant
change for schools and we anticipate a dechine in revenues in 201
However, we have substantial revenue wisibility and our operations
are weil-algned with policy developmenis

RM plc ']3
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Business review
Strategy and operations continued

Learning Technologies
Lake Washington School Distnct

Lake Washington School District has introduced a

new cnhine service for students, staff and parents
Called Communicator, the service 1s a communications
and collaborahien tool that provides all involved with
education in the School District with an efficient and
easy way of shanng information and managing work
Communicator 1s built on RM Learning Platform
technology

In terms of policy development, we identify the following key trends
as significant to RM

= Protection of frontline schools budgels RM's ‘fransactional
business is largely driven by individual school’s decisions
and budgets

Focus of aiteniton swinging back o individual schools RM already
has a well-established indmidual schools sales channel, and we
have restructured our Strategic Projects sales feam to reduce cost

* New capital spending prograrmme The Department for
Education has indicated that if intends to continue refurbishing
ond refreshing the Enghsh school! bullding estate, though
with reduction in total educahon capitat expenditure Our
market-leading position in the BSF market means we have
relevan! products and capabilities and we are already o leading
suppler to Academy schools

In the US, revenue growth was 7% 9% in US$ terms) The provision
of interactive classroom technology to Cobb County, our largest

US custorner, 1s now largely complele and we are working to
establish a scaloble business exploiing a wider range of RM Group
intellectual property During the year we secured our first learming
platform sale in Lake Washington Schoot District, we have
subsequently started working with two further school districts

and are successfully building a pipeline for this product We are
also conhinuing to see significant interest in RM Easiteach Next
Generalion, our platform-independent whole-class teaching
software praduct We conlinue to Invest to improve our operationat
capability and have also established a mgh-profile Advisory Board,
featunng nahenally-recognised educational ICT experis

In the Asia Pacific region, where our business is largely centred

on Australig, revenue growth was 20% Whilst we classify our

Asia Pacific region activiies i Learning Technologies, the business
draws products and intellectual property from across the RM Group
We are moving our business frorn olegacy postiion of providing
school MIS systems, to a more broadly-based education business
Good progress continued during the year with an 87% increase n
non-MIS revenue Looking ahead, we see further opportunities for
growih in Austrahia and are exploring other markets in the region,
notably China

14

RM plc
Annwal report ond accounts 2010




Overview Business review Governance Finanaal statements

Education Resources - strategy and ocperations

Education Resouices provides schools with cusniculum-focused
classroom resources including teaching equipment & matenals,
furmiure and educational software RMs a rapidly growing
supplier of these kinds of products in the UK, with a range of
RM-‘awn’ producis which have significant international polential

Ovr strategy 1s
* Grow UK markel share

* Accelerate development of ‘own products Ed UCGTIOn0| RESOU rces
¢ Develop international channels for educaton resources EOSI-SpeCIk
products Styled like a professional microphene, Easi-Speak
is a simple electronic recording device Pupils can
in 2010, revenue mcreased by 30% lo £83 3m {2009+ £63 9m) record sound, for instance commentary on a field trp,
This revenue growth came principally from TTS Group, our general transfer it to a computer, and use it for Pod-casting
classroom resources business, which achieved significard market or on a Web page Easi-Speak was conceived by
share gamn by both intfroducing new products and broadening its TTS Group and was their biggest selling electronig
distribution capabilibes through trode partners product in 2010

Operating profil increased by 10% to £7 7m, reflecting investment

to consolidate growth and build a strong and sustainable business
Operating margin of 3 3% (2009 1 1%] reflects achion during 2010

fo prepare the business for further growth There were one-off costs
relaied lo rationalising our property portfolio and integrating the
Pisces business we acquired last year We have also sirengthened
the team and increased the distnbuton capacity at TTS, the largest
of our Educahon Resources businesses

We conlinue to concentrate on developing unigue and exclusive
products with real education value TTS introduced over 350 ‘own’
products during the year and has plans to increase this in 2011
Lightbox Education launched Easiteach Next Generation, the latest
version of our Interactive classroom software for which we now
have a global network of OEM partners

Locking chead, we are well-positioned io respond to UX education
polcy chonges Sales in our Education Resources business are
largely drven by indwidual school s decisions where budgets have
been protected We also see further opportunities to increase
market share, both by expanding the range of product/curmcutum
areas we address and by enhancing disinibution through significant
trade partners already aclive n the education market

Internationally, we are also finding opportunifies for our products
During the year we entered into a joint veniure with LEGO to provide
LEGC Education producis across Eurepe The new company, LEGO
Education Europe, 1s 51% owned by LEGO and 49% by RM and holds
exclusive distribution nghis for ten years 1 will start froding on
1January 201 Inthe US, we have established an indirect distribution
channe! through Learming Resources Inc, o major education
resources distributor

RM plc
Annual report and accounts 2010
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Business review
Strategy and operations continued

Assessment and Data

Internatronal Baccalaureate

The Internahional Baccalaureate [1B) offers three high
quality and challenging educational programmes for a
worldwide comrmurnity of schools Over 40 years, the
IB's programmes have gained a reputation for their
high academic standards, for prepaning students for
hfe in a globalized 21st century, and for helping to
develop future ciizens who will create a better, more
peaceful world The International Baccalaureate uses
RM’s on-screen marking services

\

Assessment and Dalo - strotegy and operations

Assessment ond Data provides systems, plotforms and outsouraing
for testing and qualificaions, and peiforms the collection, analysis
and distribution of educational performance data RM has long-term
strategic relationships with a number of UK qualifications prowiders
and Government Departments & Agencies, and 1s bullding an
internafional presence

Our strategy 1s
* Further penetrate UK on-screen marking and data
services market

+ Grow emerging international on-screen marking business

« Establish on-screen testing capabibty

tn 2010, revenue increased by 18% to £22 9m (2009 £19 3m),
reflecting increased volume frorn existing chents and initial
business from new chents Adjusted operating profit increased
by 9% to £2 8m (2009 £2 6m) Ad)usted operahing margin was
12 2% (2009 13 2%). due 1o the contract matunty profile

We continue fo tdentify new clients for our technology and
outsourcing capabilihes Significant new relationships in the year
include International Baccalaureaie Organisation lan international
provider of school-age quahfications) and the ACCA [a leading
infernational accounting body) These relationships are extremely
important fo the future success of the Assessment and Data
business, as they typically increase the amouni of therr activities
they handle on-screen as their confidence grows

Inthe UK the Coalitton Government has indicated that assessment
remains an important part of educalion pohcy There s olse a
continuing movement to providing Increasing amounts of education
performance data to teachers, policy makers and parents These
trends are strongly supportive of further growth Internationally we
are also seeing inferest in our technologies and capabilities and are
currently bidding for projects in furope and the Asia Pocific region

16
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Overview Business review

Summary and Outlook

Continued growth in our higher margin segments, combined with
a greater focus on cost conlrol, mean that we approach the year
ohead with coniidence

Clearly the UK pubtic sector envirenment is in a penod of significant
funding and policy chonge However, the overall funding
environment 1s better than many anhicipoted and shows modest
real-terms growth over the next four years RM has demonstrated
over more than three decades that it can react positively to changes
in the education landscape, providing compelling products and
services that customers value

Internationally, we see plenty of opportunity for RM products and
services and we are puthng in place the strategies and resources
that wil allow us to continue to build a sustainable ond scalable
business

We have made good progress in 2010, delivening profitable growth

for our shareholders We enter 2011 a diverse and resiient business,

well-posihaned 1o serve the global education market

Governance Financial statements

Learning Technologies

South Lanarkshire Council

South Lanarkshire Counaiis responsible for

124 pnmary schools, 17 secondary schools and

8 addionat support needs schools ICT 1s a key

port of the way the Councd delvers educction and they
have pioneered the use of managed services South
Lanarkshire Counall I1s an RM customer and renewed
for a further three years in 2010

RM plc
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Business review
Responsible business

RM seeks to be a business that is known by

its shareholders for delivering profitable growth,
by its education customers for contributing to
their success, and by its people as a great
place to work

Vision and Values

Our Vision and Values reflect the way we choose
to do business

Vision

RM 1s about improving the life chances of people -
worldwide - by delivering ouistanding education
praducts and services that help teachers to teach
and learners to learn

Values

« Customer Success

« High Standards

» Innovahion & Improvement
* Openness

s Respect for Others

s Enjoying Qurselves

Communiy

Am
To engage with both the local communities where we operale,
and the education community which we serve as a supplier

RM operates across the UK and the rest of the world In each of

our locations we aim 1o be a responsible corporate aitizen Through
our volunteer scheme, which allows any of our peopleto spend a
small amount of work time supporting a local charnty, a number of
employees spent time 1n 2010 working in therr local communities
R Education Soluhions india runs a Scholarship Scheme, designed
lo encourage university education amongst poor and deserving
sfudents tn Kerala In 2010, two students were selected for
scholarships, and the programme now supporis eight studenis
who will be funded through computer science and technology
degree courses

Each year in the UK, RM Educahion dlso supports a number of
chariies on a national basis These activibes are co-ordinated by the
RM Foundation Committee, a group of volunteer employees All our
RM Education people are invited to vote annually on a shorthist of
local orgonisations to identify the chanhes we will support during the
year In 2010, the chosen charhes were Whizz Kidz which supporls
young people with mobility impairments and Helen and Douglas
House, a hospice for children and young people

RM's wision 1s obout improving life chances and we aimto be an
active member of the educational community as well as a suppher
{o it Two of our Non-Executive Directors, Sir Mike Tomlinson and
Professor Sir Tim Brighouse, are senior educationalists, and they
provide o crucial educalicnal perspeciive fo the Group s strategy
development and deasion making The Board alsc invites senior
education figures to join Board meehngs to provide updotes on
emerging educational policy and practice In the US we have
estoblished an Education Advisory Board, comprising six senior
educahionalists to help us understand the speafic needs of US
schools We also have on octive programme of engagerment
with relevant government deparimenis and agencies and RM
people are reqularly invited to participate in government and
community-run forums aimed af providing information for

policy makers
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Overview Business review

RM supporis organisations which aim to help improve education
such as The Pnnce's Teaching Institule iwhich seeks to improve the
quahty of teaching), Teach First iwhich encourages top graduates to
consider teaching as a first careerl, and the 21st Century Learning
Alhance a group compnising policy makers and suppliers which
ams te encourage the effective use of technology in learming)

RM also asms to act as a leader of our industry, by representing the
needs of education customers in our frade associations We are
members of, and chair, the Executive Council of BESA ithe British
Education Suppliers Association)

Our success 1s ullimately dependant on providing our customers
with products and services that genuinely meet ther needs, and
mprove teaching and learming We see deep educahion experhise
as one of the key sources of our compelitive advantage ond aim to
develop it at all levels across the Group Qur people are encouraged
1o serve s School Goveinors or parhiipate i educction in other
ways, and many staff have personal objectives 1o spend fime

in schools with teachers and pupils Each year our TTS business

has over 100,000 conversafions with teachers and advisors

As descnbed in the Finanaial Review, RM paid and collected fax
on behalf of HMRC in the UK amounting to £54 6m {2009 £513m)

People

Airn
To be recognised as a great place 1o work

In 2010, we were again recognised by the Corporaie Research
Foundation as one of the UK's Top Employers, this year we were
nomed the UK's Top ICT Employer

We are proud to recenve externol recogniion as a great place 1o
work, much more impartant thaugh are the views of the more than
3,000 people who choose to build therr careers here Qur 2010
company survey showed an overall people satisfaction rating of
74%. an increase on last year 80% of our people said they were
proud to work for the organisation [compared with 80% last year
and 69% m comparable companies)

We work hard fo conhnually improve RM os a place to work

Our annual company survey 1s designed to help the Group's
leadership teamn understand how well we measure up to the high
standards our people expec! The results of the survey ore analysed
by the leadership team and used as the basis of improvement
programmes fo address areas where we aren | doing well enough

We beleve that as many of our pecple as possible should have a
sicke in RM's success The majonty of people receve an element of
performance-related pay, based on personal objectives, customer
sahsfachion and customer success as well as an ennual allocation
of company shares Al more sentor levels in the organisation, stock
options and share-based long-lerm incentive plans ore importont
tools for motvation and retenfion

Governance financial staternents

Atthe heart of the way RM operates are the Group's Vision and
Values, which have been an enduning part of our culture throughout
our history ‘Living the volues’ s an imporiant characlenshc of

RM people and something that we actively seek to reinforce An
Entrepreneur of the Year programme recognises innovative business
thinking and allows peoptle to directly share in the profits generated
by thewr ideas Customer Satisfechon awards recognise people who
offer exceptional support 1o our customers

Environment

Am
To minimise our impaci on the environment

Whilst RM's operations have a relatively low impact on the
environment, we believe it1s important to mimimise that impact as
far as possible We also work to help our custorners reduce therr
impact by providing low energy consumption compuier hardware
and by offening RM UtilEyes, a service that monitors their energy
consumption

The Green RM programme within RM Educahon, which is led by

a team of commutted indimduals from across the business, acts

as a focus for the Group’s environmental achvikes Acting as our
environmental conscience, the Green RM team works 1o ensure we
actin a responsible and sustainable way Duning 2010, the Green RM
programme has focused on

* Promofing green travel We have significantly reduced the
average CO; emissions and mereased the fuel economy of
RM Education’s car fleet by 8% to an average consumption
of 53 ¢ miles per gallon

Increasing recycing Food, packaging printer foner cartridges
and battery recycling facilies were infroduced at RM's largest
facility in Abingdon, UK, where approximately 70% of waste is
now recycled

Reducing the impact of our manufactuning actwiies We have
focused on improving packaging, recycling wasle from our
manufactunng facilities, and working with our suppliers fo reduce
the amount of components sent by an-fresght

Infroducing real-ime montoring systems RM's UtilEyes
monitoring system was intreduced in our Abingdon head office
allowing us to dosely mondor gos, electnaty and water ysage,
and making 1t easier fo identfy potential impravements We plan
fo miroduce it across ofl of the Group’s major factlities in 201

2010 2009
539mpg  498mpg
N5g/km  142g/km

34GWh  36GWh

Average car fleet mpg
Average CO, rating of new vehicles
Electncity consumption [Abingdon facililies)

Whilst the level of RM's energy consumption in 2010 means that the
Group will not pariiaipate in the first stage of the UK CRC Energy
Eficency Scheme RM continues 1o ioke sieps 1o reduce iis energy
impact and act upon the current Environment Agency early action
metncs recommended for CRC Parlicipants

RM plc 9
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Business review
Finance

RM is an increasingly international business. In 2010,
13% of total Group revenue arose from outside the UK,
an increase from 1% five years ago. The US business
accounts for 7% of total Group revenues and the

Asia Pacific region for 2%.

Group revenue and profit

Group revenue increased by 10% to £380 1m (2009 £346 9m)
Detalls of the performance of each of our three segments is
given in the Strategy and operations part of this Business review

The chart below shows the revenue split across each of the
Group's three operaling segments, each of which showed
year-on-year growth

Group revenue
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Profit before tax increased by 47% o £23.9m {2009. £16 3m) though
this comparison is flattered by the inclusion of an excephional
pension credit in the iIncome statement in 2010, as explained n

the Pensions sechon of this part of the Business review

Adjusted operating profit fexcluding omortisation of acquisihon
related infangible assels excephonal charges & exceptional
pension credit in 2010, and acquisition inlegration ¢osts in 2009)
increased by 12% 10 £199m (2009 £177m, this 1s our preferred
measure of profit as il provides a better view of underlying business
periormance than profit before lax Adjusted operating profit margin
mcreased shghtly to 5 2% (2009 51%)

Adjusted profit before fax increased by 10% to £19 6m (2009 £179m)

The char! below shows progress in adjusted operating profit over
the last three years

Adjusting operating profit
£m
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Overview Business review

The chart below shows o reconaliahion between adjusted operating
profit and operating profit The adjustment for exceptional charges
and exceptional pension credit are explained in the Exceptional
Costs and Pension sechons of this part of the Busingss review

Operating profit
£m
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profit intangible
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The Sirategy and operations part of the Business review provides
detais of revenue and adjusted operating profit performance for
each of the Group’s three segments

Revenue visibihity

Committed revenues lorder book, deferred income, and contracts

at preferred tndder selecied bidder or equivalent) siood at £385m
atyear-end (2009 £419m] Of the committed revenues at year-end,
53% relates to BSF projects, 36% to other Learming Technologies
activities, 7% to Assessment and Data activities, and 4% to Education
Resources business 46% of commitied revenues are due within one
year, 22% in cne to two years, and 32% beyond two years

Ounng the year, the commitied revenues position was impacted by
the Department for Education’s | DfE) review of the Building Schools
for the Future {BSF} programme, which resulted in some projects
which were previously included no longer going chead

Governance financial statements

Excephonal charges

Excephional charges of £1 Sminthe year related to the Group's
achons in response fo the DIE's review of the BSF programme

As a result of this rewiew, future BSF procurement activity was
stopped and scme projects af preferred bidder stage were scaled
back As o consequence, we restructured our strategic projects
sales activity and wrote-off previously capitalised post-preferred
bidder cosis relating to projects which will now no longer go ohead
as anhapated

£11m of the charge relates to the cost of redundancies arising from ‘
restructuring our siralegic project sates team

Shareholder return

Adjusted basic earnings per share grew 7% 10 16 3p {2009 15 3p)

Since 2002, adjusted diluted earmings per share has increased from

38pto16 3pin 2010 -

The chart below shows thal RM s earnings performance i1s ahead
of the performance of both the FTSE 250 and FTSE Small Cap indices
over the period from 2002 10 2010 The compound annual growth
rate in EPS over the last three years has been 10%

Earnings performance
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Total dwidend (paid and propesed) will increase by 76% to 6 64p
(2009 617p} This compnises an already paid intenm dwidend of
139p per share, and o proposed final dwidend of 5 25p per share
The estimated total cost of dvidends paid and proposed for 2010
15 £5 8m (2009 £54m} Dwidend cover is over 2 5-himes
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Business review
Finance continued

The chart below shows that RM's dwvidend progression is ahead of
both the FTSE 250 and FTSE Small Cap ndices over the penod from
2007 to 2016 The compound annual growth rate of the dvidend
over the last three years has been 7%

Dmdend progression
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RM's share price at the close of business on 30 September 2010 was
140 5p {2009 157 5p) Markel capialisation at the same date was
£131 3m (2009 £146 7m)

Cash and cash flow

Cash generation was strong, with cash generated by operations of
£237m 12009 £149m) equivalent to 140% (2009 93%] of profit from
operations lexcluding pension credit in 2010

During the year the Group purchased two million of its own shares
for a total cost of £3 4m These shares are held by the RM pic
Employee Share Trust and will be used to {ulfil share-based
payment awards

Bank tacihhes
The Group has in place foclifies to manage ifs cosh requirements

A £25m faality with HSBC, commuited fo 2013 provides flexibihty

and finance for acquisitions At year-end £11 5m (2009 £8 3m)was
drawn on this facility, relating to previous acquisitions The covenants
on this facihity require the net debt to be less than 2 5xEBITDA and

the net facility interest 1o be less than EBITDA/4, and the Group Is
comfortably within these

The Group also has in place annual facilities to fund seasenal
working capital requirements None of these were drawn down

at 30 September 2010 (2009 nil} On 18 November 2010, the

Group renewed an annual unsecured overdraft of $39 5m {set at

a minimum of £25m) with HSBC Thisis in addition to a £3m facility
with Bardlays Bank,

Tax

RM's tax charge, measured as a percentage of adjusted profit
before tax, was 23 4% (2009 21 3%) This tax rate has been below
the standard UK corporation tax rate for a number of years,
prinopally because of the benefit the Group gains from enhanced
tax deductions on qualifying research & development aclivilies

The tax charge for 2010 also benefited from finalising revised
research & development tax claims lor prior periods, following an
extension fo this rehef Without this, the rate would have been 26 2%

In total, RM paid and collected 1ax on behalf of HMRC in the UK
amounhing fo £54 6m {2009 £51 3m| This includes corporation
tax of £2 3m (2009 £29m), employment taxes of £28 5m
{2009 £274m) and VAT and other indirect taxes of £23 8m
{2009 £210m)
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Treasury

The Board approves sigrificant ireasury Ironsactions and reviews
treasury policy on a regular basis The freasury aclivities are
controlled and monitored by the CFO and are carned outin
accordance with the approved policies Surplus cash, which is
predominantly held in Sterling, 1s invested for appropriate penods
with instiiufions that have a high credit raitng and have been
approved by the Board The objectives of the Treasury function

are principally

« To prowide protechon from the effects of foreign currency volaniity
The Group has exposures ansing from buying products and
components in US Dollars and Eures, and paying salanes in US
Dollars and Inchan Rupees These exposures are hedged through
the use of forward foreign exchange confracts The Group hos
operations in Australia, India and the US, these remain small
relaive to Group as a whole, so the foreign exchange nsk ansing
on translation 15 also small

To provide the Group with cost effective and appropriate quidity
The Group’s cash funds vary throughout the year due to the
seasonalty of the business and its aim 1s fo maximise refurns
from surpius cash through very low nsk investments with defined
institutions The Group also works with banks to ensure that cost
effective commutied borrowing facilities are avarlable to meet
any forecast funding requirements that anse from our seasonal
trading pattern

Pensions

The Group has o defined benefit pension scheme in the UK which
has been closed to new entrants since January 2003 Existing
members continue to make contributions and accrue benefits
under the scheme The scheme is currently in deficit

Dunng the year, RM and the Trustees agreed the 31 May 2009
nennial valuakon In deing so, a number of achions designed to
reduce the risk 1o the Group of the scheme deficil were also agreed
These actions comprise a1 percentage pom! increase In employee

contributions, a reduction in the cap on solary increases coniributing

to pensions, and the continuatton of annual deficit reduction
payments of £1 7m pa untik 2017 The effect of these actions s a
curtailment gain of £70m {net of related costs), which is ireated
as an excephonal credit in the income statement

Changes in markei-driven assumptions including inflation
and inferest rates, offset the benefit of the curtaiment gain
At September 2010 the 14519 defiat pre tox) was £12 4m
130 September 2009 £12 8m)

Governance Finanaal statements

Change of year end

From 2011 RM intends to change its financial year end from

30 September to 30 iNovemnber This will separate both annual
financial year planning and financial year end actvity from the
busiest operational period of the Group's year

The change of year end will mean that 201 will be a fourteen-month
year runmng from 1 October 2010 to 30 November 2011 RM wall
report interim results for the sxxmonths to March 2011 as usual

and annual results for the fourteen-menth peniod Addionat
information will be ncluded in next year's Annual Report to aid
year-on-year comparsens

RM plc
Annual repori and accounts 2010 23




Board of Directors

Terry Sweeney

John Windeler

John Leighfield
lain Mdniosh RobSirs
Professor Sir Tim Boghouse Sir Bryan Carsberg
Jo Connell OL Sir ke Tomlinson
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John Leighfield CBE - Charman [n}

John Leighfield (age 72) was appointed Charman in 1994, having
joined RM as a Non-Executive Director in 1993 Until Apnl 1993
he was Executive Chairman of AT&T ISTEL He 1s a Non-Executive
Director of Getmapping plc He 1s Chairman of the Council and
Pro-Chancellor of Warwick University He 1s post President of the
Briish Computer Society, the Computer Software and Services
Associalion and the Inshitute for the Management of informathon
Systems He Is a Past Master of the Worshipful Company of
Information Technologists He is @ member of the Court of the
Company of Educators

Terry Sweeney - Chief Executive

Terry Sweeney (age 43) joined the Beard in June 2008 and was
appointed Chief Executive in October 2008 He joined RM 1in 1998
and was appoinied as Hardware Solutions Director in 2002, ond
Managing Director - Educalton Resources and Software in 2006
He has been instrumental in RM's successful entry into the education
resources market and has driven the Group's infernational
expansion Terry Sweeney has a degree in Elecincal and Electronic
Engineenng from City University, an MBA from Oxford Brookes
University and attended the Harvard Business School Advanced
Management Program in 2007

lain Mcintosh - Chief Financial Officer

lain McIntosh FCA {oge 47) joined RM m November 2009 and was
appointed fo the Board as a Director on 1 Aprid 2010 Before joining
RM he held senior finance postions in isted and unhisted companies
including CFO of Liberata 12001 — 2003), CFO of Alexander Mann
Group [2004 — 2006) and, most recently, CFQ of Axon (2006 — 2009)
iain inihally qualified as a Chartered Accountant and then spent

four years as a Management Consuliant with McKinsey & Co

lan Mcintesh has an MA in Politics, Philosophy and Econornics

from New College Oxford

Rob Sirs — Group Managing Director - Education Resources

Rob Sirs (age 49) was appanvted to the Board as a Diector in
March 2004, having been Group Direcior - Products & Services
since 2002 He joined RM 1n 1990 and has performed a number of
senior services, software development and general management
roles, including PC Division Director, RM Schools Managing Director,
and Chief Operating Officer He attended the Harvard University
Business School Advanced Management Program Prior to RM,
Rob worked for Andersen Consulting and Mars Rob 1s a director

of the Cabot Learmng Federation

John Windeler - Senior Independent Non-Executive Director (a} (vl (n)
John Windeler lage 67} was gppointed to the Board as a
Non-Executive Director in October 2002 He was appainted Semor
Independent Director tn Oclober 2007 He was Chairman of Afliance
& Lleicester plc and o Non-Execulive Director of BMS Associates Lid
Previously he waos with Irving Trusi for 20 years, becoming an
Executive Vice President in 1983 He also held several senior
posiions within National Australia Bank between 1989 and 1994
Duning July 2006 he joined the Board of Millen Group as Chairman
He 1s a member of the Board of Governors of DeMontfort University
and has a BA in Enghish and an MBA i Fingnee, both from Ohio
State University

Governance Finanaal statements

Professor Sir Tim Bnghouse - Independent Non-Executive Director {n)
Professor Sir im Brghouse (age 70) was appointed to the Board as
a Non-Executive Director in May 2004 Tim 1s one of the UK's leading
educationalisis and chairs the Group's Education Adwisory Council
He 1s the former Chief Education Officer of Brmingham City Council

a member of the Governing Council of the National College for
Schoo! Leadership and a wisiting Professor at the University of
London’s Institute of Education He afso served on RM's Board
between Oclober 2002 and January 2003, bul stood down on

his appointment as London Schools Comrmissioner

Sir Bryan Carsberg — Independent Non-Executive Director {a) (rH{n)
Sir Bryan Carsberg (oge 71) was appoinied to the Board as o
Non-Executive Director in September 2002 He was a Non-Execufive
Director of Nynex Cablecomms/Cable & Wireless Communications plc
from 1996 10 2000 He Is a Non-Executive Director of Novae Group plc,
a Non-Executive Director of Inmarsat plc, an independent member

of the Equality of Access Board of BT Group ple, a former Director
General of OFTEL and a former Director General of Fair Trading He 15
Chawrman of Council and Senior Pro-Chancellor of Loughborough
University He served as Secretary General of the International
Accounting Standards Commitiee from 1996 to 2001, 1s a charlered
accountant and has been a professor of accounting at the University
of Manchester and the London Schoo! of Economics

Jo Connell DL - Independent Non-Executive Director (a) (ri{n)

Jo Connell lage 62} was oppointed to the Board as a Non-Executive
Director iIn December 2007 Unil 2003 she was Managing Director
of Xansa plc, the outsourcing and technology company, having
served on the Board since 1991 She is a former Non-Executive
Director of THUS pl and a former Non-Executive Director of Synstar
plc Jois Charr of Governors and Pro-Chancellor of the University

of Hertfordshire, Chairman of the Hospice of St francis, and Deputy
Master of the Worshipful Company of Information Technologists

Sir Mike Tomlinson - Independent Non-Executive Director {r)

Sir Mike Tomhinson lage 68) was appointed to the Board as a
Non-Executive Director in February 2004 Mike is one of the UK's
leading educationalisis and farmerly chared the Department
for Education and Skilis Working Group on educahional reform for
14- to 19-yeor olds He was Her Majesty's Chief Inspector for Schools
from December 2000 untl April 2002, durning which ime he was
responsible for the work of Ofsted He was, from 2002 to 2007,
Charr of The Learning Trust, ¢ not-for-profit body responsible for
sunning the education services for Hackney and 1s a member

of the Governing Body of the University of Hertfordshire

{o) Audit Committee Member
{r} Remuneration Committee Member
{n) Nominations Comrmittee Member
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Directors’ Report

The Directors present their Report and the Group’s audited financial
statements for the year ended 30 Sepiember 2010

Principal actvihes

The prinaipal ectmties of the Group are the supply of educational
products and services 1o schools, colleges & universities, local
government and central government deparimenis & cgencies

Review of the business and future developments

The Directors are required, under the Companies Act 2006, o
present a fair review of the business its position at the year end,
and any hkely future developmenis This review compnses this
Directors’ Report, the Business review [pages 12 — 23), the Audit
Committee Repori (pages 34 — 37, and the Remuneration Repart
pages 38 — 50)

Dmdends

The Directors propose the payment of a final dvidend per share
of 5 25p, bringing the total dividend for the year to 6 64p per share
12009 617p) Subject to approval at the Annual General Meeting
[AGM), the final dividend will be paid on 4 February 2011 1o
shareholders on the register on 7 January 201

Directors
The following Directors served dunng the year and 1o the date of
this Report

« John Leighfield [Charman)

+ Terry Sweeney (Chief Execuiive]

+ Mike Greig |Executive Director untl 31 March 2010)

* lain Mcintosh [Executive Director from 1 April 2010)

+ Rob Sirs {Executve Direclor)

* John Windeler {Senior Independent Non-Executive Director)

* Professor Sir Tim Brighouse (Independent Non-Executive Director]
* 5ir Bryan Carsberg (Independent Non-Execulive Director)

* Jo Connell (independent Non-Executive Director)

s Sir Mike Tomlinson (iIndependent Non-Executive Drector)

lain Mcintosh was oppointed io the Board as CFO on 1 Apni 2010
succeeding Mike Greig who retired from the Board on 31 March 2010
Biographies of the Directors, including details of committee
membership are given on page 25

Details of Directors’ remunerabon and of therr interests in the share
capital of the Company (including interests in share options and
share-based incentive programmes) are set out In the Remuneration
Repor! on pages 38 - 50 of this Report

The Group holds Directors’ and Officers’ hability insurance, with an
indernnuty mit of £10m covering legal habilines for wrongful acis
commifted by them This insurance was in force throughout the
year and remains In force at the dote of this Report The Group has
indemmified the Directors against habiity relating to proceedings
brought by third parties, subjeci to the condihons sef out in the
Companies Act 2006 This mdemnity was 1n place throughout

the year and remains in place at the daie of this Report

No Director of the Company was matenally interested in a contract
of significance lother than a service contract] involving the Company
or any of s subsidiary underiakings durnng the year

Re-election of Direclors

The Company’s Arficles of Association currently require that
one-third of ali Directors refire, by rotation each year This year,
Mike Tomhnson, Jo Connell and Terry Sweeney will offer themselves
for re-elechon af the AGM in addition, lain Mclntosh who was
appeinted a Director durning the year, will offer himsel for election
at the AGM

As required by The Combined Code on Corporate Governance
June 2008, the Group s Chairman confirms that Mike Tomlinson
and Jo Connell continue to perform effechvely and to demonstrate
commiiment fo their roles as non-Executive Directors

The Directors who are proposed for re-elechion or election have
either a letter of appointment or a service contract, detailts of which
can be found in the Remuneration Report Blographical details for
those Direclors standing for re-election or election are provided

on page 25 of this Report

The Company intends to propose a Specal Resolution at its AGM
amending its Articles of Association 1o require all Directors 1o

face annual re-elechon This reflects guidance set outin The UK
Corporate Governance Code June 2010, which wall apply to the
Company for its financial year commencing 1 October 2010 Whilst
RM 1s a "smaller company” under the terms of The UK Corporate
Governance Code, the Board is adopting annugl re-elechion as
best practice

Re-appomtment of Sir Bryan Carsberg as an Iindependent
Non-Executive Director

Following a recommendation by the Norminations Commitiee,

the Board has re-appainted Sir Bryan Carsberg as an Independen!
Non-Executive Director for a further three years from 1 Septernber 201
- taking his term to 12 yecrs in fotal An explanation of the Nomination
Committee’s recommendation 1s provided in the Nominahons
Committee section of the Corporate Gavernance Report

Sir Bryan will offer imself for re-electon ot the Group's AGM and his
re-appointment is subject to re-election annually thereafter

Directors’ statement on disctosure of information to auditors
The Directors, having made enquires to fellow Direclors and the
Company's cudilors, state that

» So far as they are aware, there Is no relevant audit information
of which the Company’s auditors are unaware

* They have taken all reasonable steps they ought to have taken as
Directors tn order to make themselves aware of any relevant audit
information and to establish thot the Company's auditors are
aware of that information
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This confirmation is given and should be interpreted in accordance
with the provisions of 5418 of the Companies Act 2006

Research and Development

The Group undertakes an extensive research and development
programme, with the objectives of making significant techrucal
advances to enhance the performance of existing product areas,
developing new products for markels, and enhancing access fo
potential new markets This achwity iInvolves considerable innovation

Expenditure of £12 4 was incurred in 2010 (2009 £137m) All
research and development costs incurred in 2010 were written off
because they did not meet the critena for capitalisation In addihon
the Group performs research and development achiviltes directly
related to speafic projects, which are included in cost of sales for
these projects

Employment policies

Objectives

RM's policy is that all staff should work towards agreed job-related
objectives and personal development objectives For all of the
Company’s people, an element of pay 1s linked 1o the achievement
of these objectives

The Executive Committee sels Group-wide Corporate Objectives at
the slort of each year These objectives are designed fo reinforce the
Group's cullure as well as drnive finanaal performance The Corporate
Objectives are introduced and explained 1o all staff through an
annual Company Bref programme Indmdual employees personol
abjectives are cascaded from the Corporate Objectives

The Execulive Commiitee reports progress against the Corporate
Cbjectives af quarterly senior leadership leam meetings These
progress reporis are onward briefed to all staff At the annual
Company Brief, the Chief Executive reviews progress against
objectves for the previous year and presents an objectives ‘scorecord’

For senior staff the Group has identified a set of preferred
management competences, which are used in employee
developmen! and recruitment The Executive Committee and a
group of divisional directors and senior managers participate in

a 360 degree feedback process in order to understand the extent
to which their work behaviour supports the Group’s values

Governance Finanaal stotements

Appraisal

RM's policy ts that all employees should parhapate in an appraisal
process, this involves both regulor informal review meetings and a
formal half-yearty review of performance 1o assess progress against
personal objectives and to identify personal and professional
development needs In 2010, the very large majority of stalf
parhcipated in a formal appraisal session For senior staff, appraisal
meetings address the development of the Group's preferred
monagemenl compelences aswell as personal objectives Senior
staff are assessed on their management competences and rated
relative to therr peers These ratings are used @s an Input INto career
development discussions

Personal Development

Technica! and personal skills fraining are provided for employees

ot alt tevels in RM Education Drreclors and managers receve fraining
in RM s key management methods Self-directed learning through
teaching manuals and computer programs and formal training
courses are used 1o provide technical training for support employees

All new RM Education employees attend an induction programme
designed fo reinforce the Group’s cornmiiment to custorner
sotisfaction and behaving in an environmentally responsible manner

Communications

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

Employees receve news aboul the Group and its operations through
formal and informal briefing meetings, Chief Executive Biog and
Podcast frequent email notices, internal nolice boards and through
RMi (the Group's intranet)

All RM Educahion pke office-based employees, incdluding Direclors
and managers, share open plan office accommodahon, which
provides good opperiunthies for informal communication about
1ssuves concerning the Group's operahons and development
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Employment policies continued

RM Education has formally adopted a Communications Charter
This Charter, which was drafted following input from staff,

15 published on the Group’s Intranet and sets cut in detall the
kinds of communication staff can expect and are entitled to
The Commurications Charter is a ‘pre-existing agreement’ that
has been approved by the Company’s employees under the
Information and Communicahons regulations that come into
force on 6 April 2005

Equal opportunities

RM 15 an equal opporiunihes employer Applications for employment
are always fully considered irrespective of gender, ethnic onigin,

race age rehgion, sexual onentafion or disgbility In the event

of employees becorming disabled, every effort 1s made to ensure
that their employment continues and that appropriate frainng is
arranged 115 RM s policy that the training, career development

and promotion of disabled employees should, so far as 1s possible,
be identical to that of olher employees

Other employment policies

RM has a wide range of other written policies, designed io

ensure that it operates in a legal and ethical manner These include
policies related to health and safety, ‘whistle blowing’, business gifts,
gnievance, career planning, parental leave, sabbatical, systems

and network secunty All of RM Education s employment policies

are published on RMi

Heglth and safety

The Board of RM fully recognises is responsibility for the health and
safety of the Gioup’s people, customers and of others who may be
offected by s activities

RM has continued to improve its health and safety programme by
prowiding development opportunihies for staff, closely monitoring
performance and bringing all Group companies into @ programme
of internal audit and inspection

During the year, the Group recorded 99 minor inctdents and
3 RIDDOR incidents

Creditor payment policy

The Greup agrees terms and conditions for its business fransactions
with suppliers Payment s then made to these terms, subject to their
being met by the supplier

Trade creditor days, which have not been adjusted for the seasonal
nature of the business of the Group, for the year ended 30 September
2010 were 49 days 12009 37 days| based on the rahio of frade crediors
of the year end to the amounts invoiced by suppliers dunng the year

Chontable donations

Curing the year the Group made varous chantable donations
totalling £75,000{2009 £98 000} A further £14,000 was gven
1o locally based community support projects {2009 £14,000)
The Group made no pehitical donations dunng this year or the
previous year

Significant agreements

The Group enters into long-term confracts to supply ICT products
and services lo Iis cusiomers Wherever possible, these contracts

do not have change of conirol provisions, where they do, the change
of control provisions are imited to gving the customer the nght to
terminate the contract without cost to the Group

The Group haos a five-year £25m acquisition credit faciity with HSBC
dated 29 luly 2008 This facility has o change of contrel provision,
and could be cancelled in the event of change of ownership of

the Company

Substanhal shareholdings
0On 16 November 2010 the Company had receved notifications that
the following parties were interested in accordance with DTR 5

Percenloge No of No of
Number of i5SCas shares shaores
of shares ot 16 Nav Direct Indirect
Schroders Investment
Management 18,579.673 1989% - 18,579,673
Aberforth Partners Lid 6,737,802 721% - 6,737802
Aviva plc 5416992 580% 1801735 3,605,257
Ameripnse Financial
Inc 5064,000 542% 182,000 4,882,000
Invesco lid 4 881154 522% - 4,881154
Aberdeen Asset
Manogement PLC 4,549,104 4 87% - 4,549104
Legal & General 3 668,935 393% 3348631 320,304

Share capital

As at 30 September 2010 the Company s share captial comprised

a single closs of Ordinary Shares of 2 pence each Details of the
authorised and 1ssued share capilcl of the Company, together with
information about shares issued duning the year, is sel out In note 23
to the inancial staternents
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The nghis and obkgahons attaching to each Ordinary Share are set
outin the Cornpany’s Articles of Assoaiahion, which are gvailable
from Companies House in the UK, or by writing o the Company
Secretary None of the ordinary shares carnes any special rights
with regard to control of the Company, none of the ordinary shares
carries restricted voting nghts

The RM plc Employee Share Trust is a trust for the benefit of RM
employees, 1 acquires and holds shares required for providing
awards and grants under the RM Performance Share Plan, RM CIP
and the RM Deferred Bonus Plan The RM 2002 UK Employee Benefit
Trust 1s a trust for the benefit of RM employees, it acquires and holds
shares awarded under the RM plc 2002 Siaff Share Scheme In both
cases, voling nghts for shares held on behalf of speafic employees
by these trusts are exercised by the indmdual employee Voting
nghis for other shares held by the frusts are not exerased Detadls

of share-based payments are incfuded in note 27 to the Financial
Statements and in the Remuneration Report

There are no restrichons on the transfer of ordinary shares in the
Company, other than those imposed on all employees under the
Cormpany’s share dealing code The Company is not aware of any
agreements between shareholders which might result n restrichons
on the transfer of ordinary shares

Acquisition of Company’s own shares

Atthe end of the year, the Directors had authonty fo purchase
through the market up to 9,317,161 of the Company's ordinary shares,
being 10% of the 1ssued share capital, af prices ranging between the
nominal value and an amount equal o the higher of 5% above the
average of the middle-market quotahions of the Company’s ordinary
share for the five business days immediately preceding the day on
which such share 1s contracted io be purchased and that stipulated
by Arlicle 51} of the Buy-back and Stabilisation Regulation 2003

This authority expires at the conclusion of the 2011 Annual General
Meeting or on 1 Apnl 2011, whichever 1s the earlier The Directors will
seek to renew this authority at the next AGM

No shares were purchased under this authority during the year or
durning the prior year

Use of finanaal instruments
Information about the Company’s use of finanaial insiruments 1s
gwen in note 21 to the financial statements

Governance Financial statements

Articles of Association

The Company’s Articles of Associahion are available from
Companies House in the UK, or by wnifing io the Company Secrelary
Amendmentis to the Articles of Associabion can only be made by
means of a Special Resolution at a general meeting of the
shareholders of the Company

Annuai General Meeting

The AGM of the Company will take place at 2pm on Monday

17 January 2001 at 140 Mitton Park, Abingdon, Oxfordshire 0X14 4RS
Details of the resolutions to be proposed at the AGM are contamed
in the Notice of Annual General Meeting sent to shareholders with
s Annual Report

By order gf the Board
i s
A J Robson Sq/\/

Company Secretary
22 November 2010
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Directors’ Responsibilities

Statement

The Directors are responsible for preparing the Annual Report
and the finanaial statements in accordance with apphicable law
and regulations

Company low requires the Direclors to prepare financial siatemenits
for each financial year Under that law the Directors are required

to prepare the Group finanoal staterments in accordance with
International Financial Reporting Standards {IFRS} as adopled by

the European Union and Article 4 of the 1AS Regulation and have
also chosen to prepare the parent company financio statements
under IFRSs as adopled by the EU Under company law the Directors
musi not approve the accounis unless they are sahisfied that they
gve a true and far view of the state of affairs of the Company and
of the profit or loss of the Company for that period In preparing
these financial statements, Infernational Accounting Standard 1
requires that Directors.

« properly select and apply accounting policies,

» present information, including accounting policies, In o manner
that provides relevant, rellable, comparable and understandable
information,

provide additional disclosures when compliance with the
specific requirements in IFRSs are insufficient to enable users to
understand the impact of particular fransactions, other events
and condilions on the entity s financial position and financial
performance,

+ make an assessment of the Company's ability to continue as
a.going concern

The Directors are responsible for keeping adequate accounting
records that are sufficient 1o show and explain the Company’s
transactions and disclose with reasonable accuracy of any hme
the finanaal posihon of the Company and enable them to ensure
that the financial statements comply with the Companies Act

2006 They are also responsible for safeguarding the assets of the
Company and hence for taking reasonable steps for the prevention
ond defechon of fraud and other iregulanhies

The Directors are responsible for the maintenance and mtegrity

of the corporate and financial information included on the
Company s Web site Legislation in the United Kingdom governing
the preparation and disserminahon of financial staterments may
differ from legislahion in other junisdictions

Responsibility statement
We confirm that to the best of our knowledge

+ Thefinancial staternents, prepared in accordance with
Internattonal Financial Reporhing Standards, give a true and fair
view of the assels, liabilities, financial position and profit or loss of
the Company ond the undertckings included in the consohdation
{aken as awhole

The Business review, which 1s incorporated into the Directors’
Report, includes a fair review of the development and
performance of the business and the posihon of the Company
and the undertakings induded in the consolidation taken as

a whole, together with a descrniption of the pnncipal nsks and
uncertainhes that they face

By order of the Board

[~
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Corporate Governance
Report

Comphance

The Group has throughout the year, comphed with The Combined
Code on Corporate Governance June 2008 as published by the
Financial Reporting Council (The Code)

The Compaony has applied the Principles of Good Governance
set out In sechion 1 of The Code Further explanation of how the
principles have been applied 1s set out in the following fext In
connection with Direclors’ remuneration, in the refevant sechon
of the Remuneration Report and, in connection with internal
controls and principal risks in the relevant sechon of the Audit
Cormmitiee Report

Going concern

The Group's business activities, together with the faciors likely to
affect its future development, performance and posttron are set out
in the Business review The fincncial postiion of the Groug, its cash
flows and borrowing faclties are described in the Business review
Finance The Group's nsk management policies are outhned in

the Audit Comrmuttee Report and notes 19, 20 and 21 fo the financial
stalemenis outline the Group’s finanaial assets and habilthes,
including details of its financial instruments and hedging activiies
and its exposures 1o credit nsk and iquidity risk

The Directors have assessed forecast future cash flows over the
coming year and are satisfied that the Group's agreed warking
capital facilities are sufficient o meet these cash flows Given the
Group's confinued seasonality and Building Schools for the Future
contractual commitments, cash flows are forecast 1o be at therr
highest outfiow between tuly and September

The Directars believe that the Group is well placed 1o manage its
business risks successfully despite the current uncertain economic
outlook and have a reasonable expectation that the Group has
adequate resources 1o continue In operational existence for the
foreseeable future Thus they continue lo adopt the going concern
basis of accounting in prepanng the annual finanaol statements

Board of Directors

The Direciors who served on the Board during the year are set
out In the Direclors’ Report on page 26, defails of Directors’
remunerafion are given in the Remuneration Repoirt Biographical
details for currently-serving Directors are provided on page 25
showing the wide range of knowledge, skills and experience they
provide to the Group

The Senior Independent Director 1s John Windeler

John Leighfield, the Group s Charrman, 1s not considered
independent either by the Company or under the terms of The Code
He was independent ai the fime of his appoiniment The other
Non-Executive Directars who served durning the year are all
considered independent by the Company and under the terms

of The Code

Governance Financial statements

Throughout the year the compositton of the Board complied with
The Code, with at feast half of the Board, excluding the Chairman,
consishing of Independent Non-Executive Direclors

The roles of Charrman and Chief Executive cre exeraised by different
mndnaduals and the division of responsibiliies between the
Chairman and Chief Executive has been formally defined

The Board has formally adopted a schedule of matters that are
brought to 1t for discussion and decision This schedule includes
overall Group strotegy, acquisition policy, internal controls, major
copital Investrnent and nsk monagement, and 1s infended 1o
ensure that the Board maintains full and effective control over
appropriale strategic, finanaal and compliance issues and
oversees aperational activities

The Board delegates the operational management of the Group
to the Executve Commitiee

There s an estoblished procedure for all Directors to take
independent professional advice, at the expense of the Group,
as necessary in the pursuit of their duties

Directors’ conflicts of interest

Af11s AGM on 19 January 2009, shareholders approved
amendments to the Company’s Arficles of Association to allow the
Board 1o authonse stuahional conflicts in accordance with Section
175 of the 2006 Companies Act The Board has not considered any
situational confiicts during the year

Board Committees

There are four Board commitiees Audit, Remuneration, Norminahions
and Transachions, each of which, apart from the Transachons
Commuittee, comprises only Non-Executive Directors

Buring the year, the Audit Committee was chaired by Sir Bryan
Corsberg ond compnsed three independent Non-Executive
Directors The Audit Commitiee meets at least three times a year
The Compony’s exiernal auditors the Chairman, Chief Financial
Officer Group Financial Controller and the Head of Internal Audit
normally ottend part of these meetings The Audit Commitiee 1s
respansible for reviewing the accounting policies, internal conirol
assessment and the financial informahion ¢ontained it the annual
and intenim reporis It provides an cpportumity for the Non-Executive
Directors fo make independent judgements and contributicns thus
furthenng the effectiveness of RM's internal finanaial controls Further
details of the Audit Committee’s activiies are given in the Audit
Commuttee Report The terms of reference for the Audit Commitiee
are published on www rm com
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During the year the Remuneration Commitiee was chaired by

Sir Mike Tomiinson and comprised four Independent Nen-Executive
Drrectors and, for part of the perod, the Group Chairman In response
1o emerging best practice, the Group Chairman stood down from

the Remuneration Committee during the year The Remuneration
Commiltee meets at feast four times o yeor Execulive Direclors ond
senior monagers may be invited to aftend Committee meetings,

but will not be present dunng any discussion of thewr own pay
arrangements The Remunerafion Committee sets the remuneration
of RM s Executive Directors and semor management |t also considers
grants and performance conditions under RM's share-based
payment schemes and reviews RM's employment strategy generally
Further details of the Rernuneration Committee’s actmihies are

gwven in the Remuneration Report The terms of reference for the
Rermuneration Committee are published on www rm com

Duning the year, the Nominations Commitiee was chaired by

John Lerghfield for 1n his absence, John Windeler) and comprised
the Group Chairman and four independent Non-Executive Directors
The Nominations Commuttee recommends to the Boord candidates
for appointment as Directors It meets at least once a year, with
more frequent meetings when the Group 15 actively selecting
Directors Further details of the Nominations Committee s activities
are given i the Nominations Commitiee section of this Corporate
Governance report The terms of reference for the Nomination
Committee are published on www rm com

Dunng the year, the Transactions Commitiee was chaired by
John Leighfield and compnsed the Group Charrman plus any
one ndependent Non-Execulive Drrector and any one Execulive
Drector The Transactions Commitiee meets at such hmes as the
Charman of the Commitiee requres During 2010 st met 10 imes
The Transachions Commitiee approves, enters into and authorises
the execuhon of all deeds and documents and does everything
that s necessary o give effect to any ‘substonfial transaction’ that
has already been approved in principle by the Board Theterms
of reference for the Transactions Commuttee are published on
WWW [ COm

Board meetings

There is ¢ formal schedule of nine Board meetings a year Board
mermbers also receive updates about Group acivites by email,
and communicate informally by telephone and email

Directors receve a detalled information pack, one week before

each Board meeting, which contoins background papers on all the
agendatems Executive managers are regularly nvited to Board
meelings o present and discuss strategic fopics with the Directors
Dunng the year the Non-Execulive Directors mel without the
Executive Direclors present The Non-Execulive Directors, led by the
Senior Independent Non-Executive Director, also met to appraise the
Charman's performance

Directors’ Attendance
The number of Board and Commuttee meetings altended by the
Directors during the year was os follows

Man Audi  Remuneranion Normnaltons
Board Committee Commitee  Commiliee
Executive
T Sweeney 10/10 - - -
M Greg* 5/5 - - _
{ Mcinfosht 5/5 - - -
R Sirs 8/10 - - -

Non-Executive

} Leighfield 10/10 - 4/4 373
J Windeler 10510 3/3 5/5 33
T Bnghouse 910 - - 3/3
B Carsberg 10/10 3/3 575 3/3
J Connell 10/10 373 5/5 /3
M Tomlinson 910 - 5/5 -

* retired 31 March 2010
1 apponied ¥ Apr 2080

Board effectiveness

The Board has put in place o formal process for annually reviewang
is effectiveness and the effectiveness of its committees Reviews

are led by the Chairman and use a process agreed by the Board

as awhole Eoch Board member provides an indvidual evaluation
of performance against a series of citeria and general comments
on the Board's performance In 2010 a small number of suggestions
for improvement were identified and these will be implemented
forthwith

An assessment of the effectiveness of Indvtdual members of the
Board was also carned out

Executive Committee

During the year the Executve Committee compnsed Terry Sweeney
{Chairman], Mike Greig {unhl 31 March 2010) lain Mcintosh (from

30 November 2009) and Rob Sirs The Commitiee met weekly, with
the Group’s Human Resources Direclor and senior operctional
Directors invited 1o attend The Executive Commutiee 1s responsible
for implementing the strategy set out by the Group Board, preparing
sirategic proposals 1o be considered by the Board and providing
day-to-day operational management and conirol for the business

Nomtnahons Committee

The Nominahons Commitiee met three imes during the year
Ouring these meetings, the Committee discussed succession
planning for the Board in general and the re-appoiniment of
Sir Bryan Carsberg as an Independent Non-Executive Director
and Char of the Audit Commitiee
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All discussions regarding the re-appointment of Sir Bryan Carsberg
took place without him presen! The Committee conduded, and the
Board subsequently agreed, thot Sir Bryon should be re-apponied

io the Board as an Independent Non-Executive Director for a further
three years from 1 September 2011 and continue in his role as Chair

of the Audit Commuttee S Bryan s reappointment will be subject to
election at the Group's AGM and annually thereafler Sir Bryan was

first appointed jo the Board on 1September 2002

Section A 31 of The Combined Code on Corporate Governance June
2008 states that serving on a board for more than nine years may
offect the ndependence of o Non-Exacutive Director Section A 72
of The Combined Code on Corporate Governance June 2008 states
that a Nen-Executive Director can serve lor more than nine years,
provided that they are subject to annual elechion

The Norminations Comrnitiee believes and the Board agrees

that Sir Bryan remains tndependent in his actions and judgement
Sir Bryan brings lo the Board exceplional accounting finanaial and
regulatory knowledge As Chair of the Audit Committee, he has
provided invalucble guidance o the Company The Board considers
ihat these skills and abilifies should be retained in the interests of
the Company ond its shareholders

Sir Bryan was Secrelary General of the International Accounting
Siandards Commuttee from 1996 to 2001, a former Director General
of OFTEL, and a former Director-General of the Office of Fair Trading
He has served as Professor of Accounting at the University of
Manchester and the London Scheol of Economics

The Nominalions Commitiee recognises the need to secure, in due
course @ further sutably qualified Independent Non-Executive
Birector, who has the potential to succeed Sir Bryan as Charr of the
Audit Committee

Governance Finanaial statements

Relafions with shareholders

RM maintains regular contact with institutional shareholders, fund
managers and investment analysts through on active investor
relations programme The Company was neminated in the Grand
Prix for Best Smaller Company Inveslor Relahons category in the
2006 and 2008 IR Magazine Awards

As part of this programme the Group's Chief Executive and CFO
provide detaled briefings for investment analysts and inshitulional
shareholders at the time of the Group’s intenm ond annual resuits
announcements, hold regular meetings with analysts, instituhonal
shareholders and fund managers during the year, and typically
host two analyst seminars and two investor seminars dunng the
year The Group Chairman atiends at least one group meehng
with investment analysis dunng the year The Senior Independent
Birector is available to meet with major shareholders as required
The Charr of the Remuneration Committee consulis with maojor
shareholders annually about any significant proposed changes
1o remuneration policy

Private investors are encouraged to partiapate tn the Annual

General Meehng in order to improve communications with investors

in general and private investors In particulor, the Group maintans
o detailed investor relations Web site at www rm com/investors

The Board is provided with detatled, independently produced
reports providing non-attnbutable feedbock from analysts
inshiuhonal shareholders and fund managers following results

announcements and analyst/investor seminars Discussion of these

reports 1s included as a formal agenda item at Board meetings
The Board 15 also provided with reqular updates about investor
relations achivittes and receves analysts’ notes about RM as they
are published

All Directors are available at the Group's AGM to address any
shareholder questions

RM has identified a senior manager ithe Director of Corporate
Affairs) with responsibility for managing the Group's investor
relations progromme
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Audit Committee Report

The Audit Commitiee operaies under terms of reference approved
by the Board, with the purposes of

appointing the Group's internal and external auditors,

reviewng the performance of and relationship with the Group's

external guditors lincluding considering fee levels and the

provision of non-audit work}

* reviewing the performance of the Group’'s internal audit function,

= reviewing the Group's financial reporting and internal control
processes,

* monitoring the integnly of the Group s financial siatements

and announcemenis regarding performance,

ensuring that ¢ systern 1s operated for the assessmenl and

rmanagement of key nsks

Composition and quabfications of the Audit Committee

During the year the Audit Committee compnised Sir Bryan Carsberg
MSclEcon), FCA (Charr), John Windeler BA MBA and Jo Connell,

ali of whom are independent Non-Executive Directors The Group
considers that Sir Bryan Carsberg, as o previous Secretary General
of the International Accounting Standards Commitiee and a

former Professor of Accounting, has significant recent technical
occounting experience

John Leighfield {Chairman), Mike Greig MA MSc FCMA |Group
Finance Director until 31 March 2010, lain Mcintosh MA FCA [CFO
from 1 April 2010}, Douglas Muir BS¢, FCA (Group Financial Coniroller)
and Edward Warwick MEng, ACA iHead of Internal Audit) are inwted
to attend Audit Committee meetings

Schedule of meetings

The Audit Commitiee met three times during the year Two of these
meetings were part of the regular schedule of meetings setoutin
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

Appomntment of external auditors

The Audit Committee recommended, and shareholders approved
af the Group's AGM on 18 January 2010, the re-appointment of
Deloifte LLP as the Group's external auditors A resolution proposing
that Deloiite LLP be reappointed as auditors of the Company will be
proposed al the next AGM

Deloitte have been the Group’s auditors since 2002 The external
auditors are required io rolate the audit partner responsible for the
Group and subsidiary audits every five years and the current lead
audit partner has been in place since 2008 There are no contractual
obligations restricting the Group’s choice of external auditor

Oversight of external audit

The Audit Cormmittee has reviewed the scope and results of the
audit services, and the cost effectiveness and independence and
objecimty of the external auditors

Internal gudt

The Audit Committee has approved the appointment of RM's Group
Chief Accountant Edward Warwick MEng, ACA as Head of Internal
Audi The Audit Committee, wath the advice and support of the
Head of Infernal Audit, sets an internal audit plon The Head of
Internal Audil reports on progress against this plan at Audit
Committee meetings

Policy on non-audit work

The Audit Committee has considered the 1ssue of the provision

of non-audit work by the external auditors and, i March 2003,
agreed a policy inlended to ensure thal the objechivity of the external
auditors 1s not comprormised The policy sets a limit for fees for
non-audit work and states that non-audit work should only be
undertaken by the external guditors where there 1s a clear
commercial benefit doing so, any significant activity must be
approved, in advance, by at least two Audit Commitiee Members
Since March 2003, the Audit Committee has revised the policy to
tnclude a cap on fees for non-audit work of 25% of the annual
audit fee

In practice this policy has resulted in a steady reduction in non-audit
work underiaken by the Group s external auditors in 2010, the
Group s external auditors also reviewed the Group’s interim resulis
and provided an opinion on compliance with banking covenants
fees for non-audit work in the year were 18% of the annua! audit fee

Internal controt

The Combined Code requires the Directors fo review, ot least
annually, the effectiveness of the Group’s system of internal contro!,
and 10 report fo shareholders that they have done so The Audit
Commuitee provides the information required by the Board to do
this The Board attaches considerable importance fo the Group's
systems of infernal control and nsk monagement and confirms thai
throughout the period covered by these accounts and up to the date
of therr approval, it has reviewed these areas

The Board recognises that exposure to nisk 1s an inherent part

of creating value The Group's internal controls are designed

to meet the parhicular requirernents of the Group and address

the nsks 1o which it 1s exposed in this context, the controls can
provide reasonable but not absolute assurance against matenal
misstatement or loss The infernal conirols are designed to manage
rather than eiminate nisk
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The processes to identify, assess and manage the risks to the
Group's continued success are an integral part of the system
of nternal control These processes include systems lo assess
operational nsks, inkage with the business planning process,
monthly forecasting, appomtment of senior managers and
controls over capital expenditure Principal nsks are identified
in the stalement of nsks sechion within this report

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

Control environment — The Board has put in place an organisational
structure with clearly defined lines of responsibility and delegation of
authority to execulive management Individuals are formally made
aware of their fevel of authonty and their budgetary responsibility
which enables them to identify and monitor financral performance
There are established policies and procedures, which are subject
to regular review The Boards of the operating companies work
within strict terms of reference and any matters outside those terms
or the agreed business plan are referred to the Group Board for
opproval The Group's selection and recruitment procedures are

set to exacting critena and the performance manogement process
Is supportive of these same criteria

Identfication and evalugtion of business risks and control
objectives — The Board has the pnimary responsibility for identifying
the prinaipal business nsks facing the Group and developing
appropriate policies to manage those nisks it delegates
responsibility for operational risks to the Chief Execulive and the
Executive Committee The Executive Commitiee meets weekly

with an agenda of specific operational measures for review

Information sysiems - Executive managers are required to produce
a business plan for approval ot the beginning of each financial

year and detalled financial forecasts are formally compiled quarterly
ond reviewed by the Board Consolidoted monagement accounts
are produced each month and resulis measured agarnst plan and
previous year to idertify any significant variations

Governance Financial statements

Main control procedures — The finanaio! systems and procedures
established lead the Board to a high level of confidence in

the completeness and accuracy of the recording of financial
transactions The well estabhished processes in place and the level
of analytica! detail gven wathin the management accounts facilitate
the idenhfication of unreliable data The Group's freasury activiies
are operated within a defined policy designed ta control the Group’s
cash and te mirmmise 1is exposure to foreign exchange nsk

Manitoring — The Audit Commitiee meets penodically to review
reports from management ond the external auditors so as 1o
derive reasonable assurance on behalf of the Board that financial
control procedures are in place and operate effectvely An internal
audit funchon reports directly to the Audit Committee and has
annual plons 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 impropreties

No concerns were raised during the year

Staternent of nsks

Aswith any business, RM 1s exposed to risks as an inherent part of
creating value for shareholders As described above, the Group has
putin place processes designed to identify these principal risks and
to manage and miigale the effect of them The Audit Committee 1s
responstble for ensuring that nsks are properly considered ond the
Board is responsible for deciding what nsks should be taken and
how best to manage and mitigate the nisks

The Audit Commitiee s satisfied that the Group's nisk management
and infernal control processes provide a high level of confidence that
the Executive Committee has identified and addressed the principal
nsks affecting RM

The most significant nsks the Group 1s exposed o are sei out on
pages 36 — 37

Sir Bryan Carsberg
Chairman, Audit Commiltee
22 November 2010
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Principal risks

Risk

Public pohcy

The majority of RM's business is funded from government sources
Changes in paltical administration — or changes in policy priomies
- rmight resul! in @ reduchon in education spending

Global economtc condiiens might result 1n a reduction in
budgets available for public spending generally and education
spending specifically

Mihgation

The Group seeks to understand the education policy environment
by regular monitoring of policy posilions in al} of #s major markets
and by building relationships with educahon policy makers

The Group seeks fo increase the diersity of its revenue streams
both by developing a broad product portfolio and building its
posihion in terntones other thon the UK

Educahon practice

Educational praciices and prionttes may change ond, as a result,
RM’s products and services might no longer meet customer
reguirements

The Group seeks to maintain a deep level of knowledge of
current education practice and prorniies by maintaining close
relationships with customers

Global competition in IT markets

The IT hardware market Is subject 1o intense global competition
RM has fo react to continual average selling price reduchons
and margin pressures, as well as to US Dollar rote fluctuctions

The Group seeks to reduce Its exposure fo commodity
hardware sales and has a programme of foreign exchange
hedging octivity

Execution

RM provides sophisticated products and services, which

require a high level of technical expertise fo develop and support,
and on which 1ts cusiomers place a high level of reliance

RM is engaged in the delivery of large, mulli-year education
projects, lypically nvolving the development and integration
of complex ICT systems and may have hability for failure to
deliver on time

The Group invests in maintarnung a high level of techrical

expertise The Group has in place arange of customer satisfaction
programmes, which includes management processes designed
to oddress the causes of custorners’ dissatisfaction

The Group enters into major projects only ofter they have been
approved by the Transachon Commitiee

Strong infernal management control processes are n place
to govern the delivery of education projects, including regular
reviews by the Executive Committee and detailed progress
reporting to the Board

Product safety
RM 15 involved in the supply of physical educahon resources that
will be used by children of all ages and abiliies

The Group's product development processes lake full account
of international safety regulations

Data

RM 1s engaged in storing and processing sensilive educational
data {for example exom popers and scripts and school and
pupil records) where accuracy, privacy and secunity are

very importoent

The Groups 15 function has invested in developing secure !
Dato Centres and has been successfully cerified to ISO/IEC \
27001 2005 for the provision of sysiems, information and hoshing |
services to RM Educahion plc

People
RM's business depends on highly skilled employees

The Group seeks io be an excellent employer and regularly
monitors the satisfachion of iis employees It has been identified
as one of the UK s Top Employers and as the UK's Top 1T Employer
RM also has an active senior career planning and succession
planning programme
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Risk

Innovation

The IT market 15 subject lo rapid, and often unpredictable, change
As a result of nappropnate technology choices, RM's products and
services might become unattractive to its chosen customer base

RM’s continued success depends on developing a continuous
stream of nnovative and effective education products

Governance Fingncial statements

Mihigaton

The Group dosely monitors technology developmenits, mvests
conhnually in keeping iis products up to date, undertakes
extensive feshing for new producis and services, ond maintains
strong relationships with key technology providers

The Group invests in continuous product development and works
closely with teachers and educators to undersiand opportunities
and requirements

financal
RM has international actvities (principally in the US, India
and Australia) and 15 exposed to foreign currency risk

RM 15 exposed to counterparty nsk on higusd ossels

The Group enters into US$ and Indian Rupee denominated
hedging contracts with approved banking organisations

No more than one-third of the Group's cash may be held with
any one bank Cash and cash reserves are with safe and
secure banks

Pension
RM operates a defined benefits pension scheme in the UK
(closed to new entrants) which 1s in deficit

The financial position of the scheme 1s reviewed of least
bi-onnually, when management meelts with the scheme actuary

The Group has actively managed its exposure to pension nsk
by ogreeing changes in the scheme with members

Acquisittons
RM has acquired, and anhicipates continwing to acquire,
other businesses

The Group carnes oul a defalled analysis of potential acquisiions
Subsequent to acquisition, the business performance of new
subsidiary companies Is reviewed quarterly by the Executive
Commuttee, and the Group’s internal audt function carnes

out regular reviews to ensure that appropnate controls and
management structures are in place

Business recovery

RM would be significantly impacted i, a5 o result of a natural
disaster, act of God, act of terronsm or other similar event,

its buildings, systems and infrastructure could not funchon
for a long period

The group has established an Inforration Secunty Commitiee

to oversee the secunty aspects of the Group's information systems
This covers data integrity and protection, defence against external
threals and disaster recovery

The Group has made significant nvestments in protecting itself
against the consequences of a disaster and has piloted its plans
for dealing with a disaster

The Group has comprehensie properly Insurance covenng
alt of its properties

RM plc
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Remuneration Report

This report sets out the Group's remunerafion policy and prinaples
under which RM's Directors are remunerated i prowides details of
remuneration and share interests of all Execulive and Non-Executive
Directors for the year ended 30 Seplernber 2010

As reporied in the Business review, RM s financiol results for 2010
were excellent, with increases n revenue, profits ond earnings

Remuneration highlights for the year are as follows

* Executive Directors achieved bonus awards which totalled
£375,000 {average of 54% of maximum achievable)

¢ The Co-Investment Plan |CIP) awarded a 50% scaled back award
on the EPS measure only for the shares held by the Executives for
the cntenia set in 2007

Changes to Remuneration in 2010

The Remuneration Committee reviews the Group’s remunerahion
policy ang practices annually to ensure continved ahgnment
between the Executive Directors” and shareholders interests
Hewntt New Bridge Street (HNBS) 1s appointed by the Remunerafion
Committee fo advise on executive remuneration and neither HNBS
nor iis parent company, Aon Hewti, provides other services lo the
Company During the year, the Rernuneratton Commifiee reviewed
the executive remuneration arrangemenis 1o fest whether they
conhinue to support the Remuneration Committee’s remuneration
philosophy As a result of the review, the Remuneration Committee
decided to

= With effect from 1 November 2010 increase Executive Directors’
salaries by 2%, the average rate of increase for the workforce

* Potenhally introduce provisions for clawback of annual bonus
payments and PSP awards

* Remove the share price underpm fo the EPS performance
condstion attaching to fulure long-term incentive awards and
amend the basis of the application of the share price underpin
for existing owards

* Caretully consider EPS performance condihions tor the 2010 PSP
award n light of the Government Spending Review

As aresult of these changes the Remuneration Commiliee believes
that remunerahion policies and measures are appropriate and i
line with the Company's business outlook, crcumstances and
strategy and they comply fully with the latest investor guidelines
and best practice

Further details of the changes are given in this report

1 Remuneration policy

RM's remuneration policy 15 designed to atiract, retatn and motivate
senior executives, both fo achieve the Group’s business objectives
and to deliver outstanding shareholder returns, and alignment

of interest between execuiives and shareholders To achieve

this, RM's remuneration policy aims fo provide 'median’ reward
compared to RM s comparator group when acceptable levels

of performance have been delivered For the achievement of
ouistanding performance, § aims to deliver ‘upper quartile’
remunerahon compared to the comparator group The maximum
incentive awards are made only when improved business
performance, customer satisfoction end supenor shareholder
refurns have been realised

Furthermore Executive Directors are required to hold shares worth
at least 100% of their base salary and to defer up to 40% of any
bonus received info company shares which 1s restncted for three
yeors, thereby ensunng there s sirong ohgnment of interest
between executives and shareholders

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

Structure of total remuneration for Executive Directors
Base salary = 100

38

300
300
200
]

100 /
0 Below Target QOutstanding
apPsp
OaAnnual bonus
[1Pension
Osalary

Below target Al larget Ouistanding
Non-vanable
Salary Median Median Median
Pension Standard Standard Standard
Variable
Annual bonus NI 50% of salory 100% of salary
Perfarmance Share Plan NIl 25% of salary 100% of salary
RM plc

Annual report and accounts 2010
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Under these arrongements, the package is designed to be focused an performance If outstanding perfermance is achieved, the value

of the tolal package doubles in comparisen with an on-target performance and more than trebles what it would be in the event that the
Group has not mel ihe targets sef These increases are denved entirely from the incentive arrangerments so that Executive Directors have the
opporfunity io earn high levels of reward, but only if they enhance shareholder returns by meeting the Company’s short-ferm and long-term
targets The remuneration policy therefore seeks to ensure that the Executive Directors are focused on the achievement of key company
objectives as well as developing a significant shareholding The Remuneration Commitiee 1s sahsfied that this model provides appropriate
ahgnment with Company performance and shareholder returns and therefore acts as a real motvaier to the Executive Directors

The Rermnuneration Commitiee supports any Executive Director who wishes fo serve as a Non-Executive Director on the board of one other
company The Remuneration Commuittee believes that this can offer the Executive valuable additional expenence which then benefits R
Currenily Rob Sirs serves as a Non-Executive Director on the Board of the Cabot Learning Federation

In seting Executive Directors reward, the Remuneration Committee takes account of the level and structure of reward elsewhere wathin
the Company The Remuneration Commitiee strongly believes that all employees should share in the success of the Graup In particular,
this approach ts evidenced by the following

= Base salary levels for Executive Directors are reviewed in ine with the increases for the workforce generally

» Through the RM plc 2002 Staff Share Scheme all RM UK employees, who have been in service for atleast seven meniths at the date of
the annual award, are eligible 1o receive free shares

= Employees can earn bonuses linked to profit and/or customer advocacy, and personal objectives

» Selected senior executives are tnvited to participate in the Performance Shere Plan

The Remuneration Committee has reviewed the levet of nsk inherent in the remuneration policy and is satisfied that there 1s an appropriate
balance between encouraging entrepreneunal behaviour from Executive Directors, whilst al the same ime ensunng that there are no areas
of the policy which encourage undue nisk taking In relation to the target setting process and other matlers arising In relation to the
operation of the annual bonus and long-term incentive plans the Remuneration Committee keeps in mind that the struciure should not
encourage excessive rsk taking

Remuneration policy composifion purpose and measures

Executive Directors’ remunerafion comprises base salary annual bonus and a long-term incentive plan linked to the Company’s
performance over a three-year period In line with industry practice, Execuhve Directors are provided with g range of benefits iIncluding
pension private medical Insurance, Ife assurance, permanent health insurance and a company car (or equivalent cash allowance)
The role, purpose, and performance measures for each of these elements of the package are summansed in the table below

Elemnen Purpose Performonce targets
Base salary To attract and retain Role and contribution
Pension and benefils Compettive fixed benefits to provide securily Role

and profection, and fo retain

Annual bonus {2010)

» 100% of salary maximum {of which Provide upside potential to motivate + 50% on PBT
40% paid in shares and deferred for and to reward achievement of shori-term & 20% on customer advocacy
three years) business plan * 20% on markel share and strategic
development

Deferral supporis retention and shareholder 10% personal objeciives

alignment

Performance Share Plan (2010)

= Maximum award of 100% salary Rewards for achievement of long-term goals, ¢ 50% on Relative Tolal Shareholder
and to encourage leadership and strategic Return [TSR)
actions Supports retention and strong * 50% on EPS
alignment with shareholders

Shareholding Requirement

* Minimum shareholding of 100% Ensure allgnment between the interests of

of salary Executive Directors and shareholders

The Remuneraton Commuitee reserves the flexibility to adjust the perfarmance condions from ime fo ime should this be necessary,
in the light of market or Company developments
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Remuneration Report
continued

1 Remuneration pelicy continued

o] Base salaries

The policy of the Remuneration Committee I1s that base salary 1s only
one element of the enhre package and should be considered within
this context The leverage and alignment [with the sirategy and
inveslors’ inferests} of the package comes entirely from the bonus
ond long-term incentives The Remuneration Committee aims 1o

sef base salaries at median in the market o achieve the desired
leverage I the performance targets for the bonus and long-term
incentives are exceeded then the executive has the opporfunity to
more than freble the value of thew remuneration package, but this
is delivered by the vaniable element in the package, not the salary

The Remunerahon Committee benchmarks remuneration packages
reqularly by reference to a group of appropnate peers in terms

of size, complexity and business field For 2010 the bose salary
levels of Executive Directors have been increased by 2% This s the
average level of base salary increase for the workforce generally
and s afso considered oppropnate in hght of the current inflationary
environment [with RP| af around 5%]

b) Annual bonus

The annuol bonus potential s 100% of base salary with 40% of any
honus paid deferred into shares for three years calculated by using
the RM share price on the dole of the bonus payment

The bonus payment made to the executives depends on the
performance conditions, set by the Remuneration Commitiee at

the beginning of the year being met The performance targets reflect
the factors that we believe 1o be crifical fo RM's business success
and the Remunergtion Committee 1s safisfied that the largets set

are stretching and aligned to shareholders’ interests

The performance measures for 2011 are set out below The
attamment of the targets 1s independently audited prior fo any
rewards being made

Bonus measures for 201

Recogrising the principal driver of bonus payments should be

the Company’s profit performance the balonce of the performance
metncs is werghted towards profit before taxation lup 10 50% of
base salary)

From October 2009 a new customer advocacy measure replaced
the customer sahsfaction measure that had been in place for the
previous seven years The new measure uses a Net Promoter Score
by asking customers to score RM Educahon on how likely they are
fo recommend RM Educaton The benefits of this measure are the
cbility to benchmark the score with other companies and a more
extensive and objective response from customers Achieving
maximum customer advocacy targets could result in an annual
bonus payment of up to 20% of base solary

The Remuneralion Committee alsc believes that # 1s in shareholders’
interests that bonuses take account of business development and
consider a vanety of measures 1o inform its judgement on whether
or not It s clear that targets have been met Achieving market share
largets could result in an annual bonus payment of up to 20% of
base salary

Personal abjectives are set by the CEO with Remuneration
Committee approval and related to business criticalissues in the
executives’ specific area The CEO's personal objectives are set

by the Chairman of the Board and approved by the Remuneration
Committee Achieving personal targets could result in a bonus
payment of up 1o 10% of base satary

The cnhcal targets for 2011 are therefore increases in adjusted profit
before taxation [PBT), customer advocacy, business development
and attamment of personal objectives relating to RM's overall
success For each target there 1s @ ronge from threshold via target
to strefch The fargets are designed so that Executive Directors have
the opportunity to earn high rewards, relative to competitors,

but only if strefching targets are met

If PBT 1s below threshold there will be a provision fo reduce the level
of bonus payable under the customer advocacy and business
development potnis of the bonus plan [potenhally to zero)

With effect from 2011 it 1s intended that the annual bonus plan will
be subject to a clawback provision

Bonus outcomes for 2010

In 2010 the maximum bonus Executive Directors could earn was
100% of salary Based on the performance for the year jus! passed,
Terry Sweeney, lain Mcintosh and Rob Sirs each received on average
an annual bonus of 54% of therr salary {of which 40% was deferred
into shares) This was based on growth in PBT ai just above the
target level set at the start of the year The PBT performonce was
also sufficient to tngger the financaial threshold for the customer
advocacy and market share fargets to be taken into consideration,
with both metrics also poying oul at just above the target level
Finally, personal objectives also pard out at an above target level

cl Long-term incenfives

At the January 2010 AGM the Remuneration Committee infroduced
the Rm plc Performance Share Plan {PSP) The PSP provides a
competilive long-term incentive which wilt target excephional growth
in earnings and relative refurns to shoreholders Executives may
receive an award of shares worth up to 120%, or even up to 150% n
exceptional crcumstances of salary in any one year which will vest
subject to performance ot the end of three years In the first year

of operation, awards for Executive Directors were capped at 100%
of salary
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For awards to be made after the announcement of prelirninary
resulis in November 2010, the Remuneration Commitee has
considered carefully the grant levels and the performance conditions

In relation to the grant levels, the Remuneration Committes hos
loaked at the overall remunerotion of the execulives and has
concluded that awards for all Executive Directors will be refatined
a1 100% of base salary

During the year, the Remuneration Committee has carefully
reviewed the performance conditions attached to awards made
under the PSP For awards made in March 2010, 50% of the

award will vest subject to relative Total Shareholder Return {TSR}
perfermance and 50% of the oward will vest according to Earmings
Per Share [EPS) performance which only comes into operation if the
share price at vesting 1s at least equal to 100% of the share pnce

at the start of the performance period ('the share price underpin’)
The share price underpin alsa applies to the EPS condition attached
to outstanding awards under the CIP, granied in 2007 and 2008

Having considered the share price underpinin detail, the
Remuneration Commuttee concluded thal the underpin creates

a poor link between reward and performance, particularly as there
1$ already a share price-relaled performance condiion relating to
total shareholder return for one half of the award The Remuneration
Commitiee considers the EPS targets 1o be sufficiently challenging
in thes own nght without the need for this additional meosure
Accordingly, having consulied wath major shareholders, the
Rernuneration Committee decided that there should be no share
pnce underpin attached 1o PSP awards to be made in November
2010 and for all future PSP awards

Addonally, the Remuneration Committee decided to amend the
terms of the share pnce underpin altached to both outstanding
owards under the CIP and the March 2010 award under the PSP

tn remaoving the underpin, the Remuneration Commuiltee took the
following into consideration

* For the 2007 award, analysts forecasts for 2010 represent a level
of profitability that would be at an all hme high and equate io
growih of 28% over the three-year performance penod

» Awards under the CIP are made on a co-investrmeni basis In the
case of both awards based on the share price at the hme of the
review, Executives have lost a significant amount of the value on
their invested shares so, in this regard there has been alignment
of interest

» The maximum value of the CIP awards 1s relatively modest

Governance Finanaal statements

However io balance this change in executives favour n relation io
the 2007 CIP owards vesting in 2010, the Remuneration Committee
decided to scale-back any awards thot would be vesting by 50%

For the CIP award granted in 2008 and the PSP award granted in
March 2010, the Remunerahon Committee will also have discretion
1o scale back awards vested by reference to the EPS performance
condition, faking into account the shorifall between the share price
at the date of vesting and the anginal share price underpin

Furthermore, 1n the case of bolh outstanding awards under the CIP
and the March 2010 award under the PSP in aircumstances where
there 1s o scale back due to the onginal share price underpm not
being achieved, there will be a requirement for the executives to
retain the vested shares (on a net of tax basis} for a further year
after vesting

For awards due 1o be made in Navember 2010 the Remunerahon
Committee has considered the performance conditions and
concluded that TSR and EPS remain appropriate meltrics

The Remuneration Commuittee considers that the mix of EPS and
TSR performance conditions remain appropniaie measures for the
following reasons

s The TSR condition provides a balance to the EPS condition by
rewarding relative share pnice performance and ensures that o
share price based discipline in the package s relained following
the removal of the share pnce underpin

= The EPS target rewards susiained increases In earnings
and profitabihity

For the TSR performance condition the TSR camparator group will
remain the FISE Small Cap index [excluding financial companies)
s af the date of grant

The Remuneration Committee has considered carefully the EPS range
to be attached to awards, taking account of the Gavernment Spending
Review and based on analyst forecasis avallable atthe ime The
Remuneration Committee considers that the range 1s equvalently
demanding to the EPS growih range set in previous years

&M plc 4]
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Remuneration Report
continued

1 Remuneration policy continued
The followang tabte summanses the precise performance targels to be atiached to awards granted i November 2010 to Executive Direclors

EPS TSR
Posthon relative ko
Proportfion of FTSE Smott Cap Proportion of
Adjusied awerd vesting Group excluding award vesting
EPS 1% sclary) finanuol companies {% solory)
Below 17 5p Nil Below median Nil
Threshold 17 5p 12 5% At median 12 5%
Maximum 20p or more 50% Upper quarhle 50%
or above

There will be incremental vesting between medion and upper quartile performance

With effect from awards made in November 2010, 1t is intended that the PSP will be subject to a dawback provision The Company will have
the night to reclaim all or some of the value of vested PSP awards from Executive Directors and other serior executives in arcumstances
where there has been rmisconduct on the part of any employee

All performance condihons are independently calculaled by HNBS and approved by the Remuneration Commitiee

Long-terrm incentve outcomes for 2010

The 2007 CIP award vests based on resulis far 2010 and matched shares at Nit for 1, on the bosis of the TSR results over the preceding three
years, and matched shares at 2 4 for 1 for EPS growth aver the same period (the level of EPS growth achieved was RPE+6 1% against the
RPi+3%-8 5% range)

As discussed above, fo creale alignrment with investors for awards vesting i 2010 the Remunerahon Commitiee decided to scale-back any
owards that would be vesting under the EPS condition by 50%, recognising 1he Remuneration Committee’s decision to remove the share
price underpin

2 Performance graph

Total shareholder return
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Note This groph shows the value by 30 September 2010 of £1001nvested in RM plc on 30 September 2005 compared with the value of £100 inves’ed in the FTSE Small Cap Index
cnd the FTSE All Share Softwaore and Computer Services Index on the same dale The ather pownts plotted are the values ofintervenung finoncial yecr ends

These indices have been used as RM s a constituent of both  £100 invested in RM shares on 30 September 2005 would have been worth
£97 81 at 30 September 2010 An investor who hod invested the same amount i the FISE Software and Computer Services index and the
FTSE Small Cap would have seen therr invesiment increase to £161 66 and £107 60 respectively over the same period
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3 Diredlors’ sernice contracts and lefters of appoiniment

The Remunerahon Commuitee’s policy on Executive Directors’ service
coniracis is for them to contain @ maximum notice pertod of one
year AllExecutive Directors’ service confracts can be lerminated

on one year's nofice Each service contract expires at the respective
normal refirement date of the Director, but 1s subject to earher
termination for cause or if notice 1s given under the contract

The contracts are designed 1o altow for flexibility to deal with each
cose on its own parficular menits in accordance with the low and
pahicy as they have developed af the relevant ime In the event that
the Company wishes to terminate the employmens of a Director,

it will iake into account the Director's obligations to mitigate their
own losses when deciding on an appropriate level of compensation

a) Terry Sweeney

Terry Sweeney has a service contracl, doted 11 August 2008, which
provides for 12 months’ notice on the part of the Company and six
months by the Direcior The contract ends cutomatically when he
reaches his relirement age of 60 Under the terms of his contract,
the Company may, at iis sole and absolute discretion, poy salary
n hew of any required peniad of notice

b lain Mcintosh

lain Mcintosh has a service contract, dated 22 October 2009, which
provides for 12 manths’ nohce on the part of the Company and six
months by the Director The contract ends aulematically when he
reaches his refiremnent age of 65 Under the terms of his contrac,
the Company may, at its sole and absolute discretion, pay salary

in lieu of any required period of nohce

¢ Rob Sirs

Rob Sirs has a service contract, dated 13 February 2002, which
prowides 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 65 Under the terms of his coniracy,
the Company may, at its sole and absolute discrelion, pay salary
in heu of any required penod of nolice

d) Chairman and Non-Executive Directors

The Chairman and the Non-Executive Directors do not have
service contracts with the Company Their appoiniments are
governed by letters of appamiment, which ore for a specified
term - copies of which will be available for inspection ot the
AGM Each Non-Executive Director s date of appomiment as

a Non-Executive Director of the Company and most recent date
of reappoiniment are shown in the iable

Gavernance Financial statements

There have not been any changes lo Non-Executive Directors’ fees
since a review of rmarkel prochice in 2007 At this ime annual fees for
the basic fiduciary duhes of o Non-Execulive Director were increased
16 £25,000 per annum  Additional fees were also introduced to
recognise responsibility and time commitment assoctated 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-Execulive Director is £37,000,
which 1s broadly in line wath the comparator group that 1s used for
benchmarking the solanes of Executive Directors Non-Executive
Directors are also entitled 1o rembursement of reasonable

business expenses

Date of oppointment as o
Non Execulve Director

Oate of las
reappointmen!  Spealied term

1P Leighfield 3 November 1993 1May 2010 Tyearond

1month
B Carsberg* 1September 2002 1September 2010 Tyear
JR Windeler 1Qctober 2002 10clober 2008 3vyears
M J Tomlinson 2 Februcry 2004 28 January 2010 3years
TR P Bnghouse 20 May 2004  1February 2010 Jyears
J Connell* 20 Decernber 2007 - Iyears

*B Carsberg s oppontment has been extended for gn gdditonal three years
1§ Connell s appaintment has been extended for an addihonal three years

Audied Information

4 Directors’ rernuneration

The total arnaunts for Directors' remunerahon and other benefils
were as follows

2010 2009

£000 £000

Emoluments 1415 1,389

Gains on exerase of share ophions 21 45
Amounis receivable under long-term

inceniive schemes 128 192

1754 1,626
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Dueclors’ emoluments in respect of the Dureclors of the Company
who served during the year ended 30 September 2010 were
as follows

Salaries Taxcble Annuol 2010 2009
and fees benefits  bonuses* Tatal Total
Nome £000 £000 £000 £000 £000
Executive
T Sweeney 287 n 172 470 442
I Mcintosh
{from 0170410} 100 [ 59 165 -
RA Sirs 234 n 144 389 363
MD Greig
{untit 31703/10) 93 6 - 99 293
Non-Executive
JP Leighfield 78 26 - 104 109
} Connell 36 - - 36 34
B Carsberg 43 - - 43 43
1R Wrndeler 34 - - 34 34
TR P Bnghouse 33 - - 33 33
M.J Tomlinson 42 - - 42 38
980 60 375 1415 1,389

* 60% is pold in cash and 40% deferred nio shares payable after three years

Taxable benefits compnse principally the provision of a company
car, car and fuel allowance payments and private healthcare

The highest pard Director (Terry Sweeneyl received gains on exercise
of share options of £rut {2009 (Rob Sirs) £45,000) and amounts
recervable under long-term incentive schemes of £27,000 {2009
{Rob Sirs] £90,000]

On 31 March 2010 Mike Greig resigned as Group Finance Director
and took early retirement The Remuneraiion Committee considered
Mike o be a "good leaver” and as a result the bonus awards
deferred from previous years vested on his relirement

Following the annual review of salanes the Remuneration
Commiitee agreed to increase Executive Directors salanies by 2%,
the averoge level of base salory increase for the workforce generalty
The following base salaries (before pension sacrifice] are effective
from 1 November 2010

Terry Sweeney £311,100
lain MclIntosh £214,200
Rob Sirs £255,000

5 Dweclors’ long-term incentive plans

al CIP

The CIP 1s the predecessor plan to the PSP The performance
condifions for the first operation of the Plan were approved

by shareholders al the Group's annual general meeting in

January 2003 These conditions were that the grant of matching
shares be subject! to two performance condihons over a three-year
period A maximum of three motching shares can be awarded for
each committed share, with half of the matching shares subject

to a condion based on real growth in EPS (excluding goodwill

and before exceptonal charges) and half subject to a relative TSR
measure comparing the Company’s TSR to the TSR of the companies
comprising the FTSE Software and Computer Services Index,

as ot the ime of grant The preaise perfermance conditions for
outstanding awards are set out below

As discussed earher, following a detalled review of performance
conditions in 2010 the Remuneration Commuttee consulled with
shareholders end decided to remove the share price underpin
attached to the EPS condition

RM plc
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Is
Decermnber 2008 grant Decernber 2007 grant
EPS condition Less than RP1 + 3 0% = Nil Less than RPH + 3 0% = NIl

RPI+ 3 0% = 0 5 for Y maich
APl +8 5% =} 5 for 1 match

3-yeor average
annual EPS growth

RPI +30% =0 5 for 1 match
RPI+8 5% =15 for 1 match

(50% of grant) {skding scale} {shding scale}
Relative TSR condition Versus FTSE S&CS Versus FTSE S&CS

Median = 0 5 for 1 maich Median = 0 5 for 1 match
[50% of grant} Upper quarhle =15 for 1 maich Upper quartile =15 for 1 match

[shding scale) {shiding scale)

b) Performance Share Plan
The Performance Share Plan 1s described in section 1{c) of this Remuneration Report The perforrance condihions for the first award made

under the Plan in March 2010 were based on £PS and TSR measured over a three-year pernod

EPS TSR
Position relative to
Annuat Proporhion of FTSE Small Cap Proportion of
compound award vesting Group excluding owurd veshng
growth 1% salary) finanaol companies % salary)
Less thon RPI + Nib Below median il
3%
Threshold RPl + 3% 12 5% At median 12 5%
Maoxsmuim RP{+ 8 5% 50% Upper quorile 50%
Audited Information
c) The Directors’ interests in the CIP and Performance Share Plan are lisied below
ap
Meximum Moximum
number Performonce Number of number of
of matchwng Market price peaod for matching Market pace matching
shares* onaward matching shares Release onrelease shares*
Date of award ot 01110709 date shares refleased date date at 30/09.10
T Sweeney
05/01/07 47673 2t5p 00706 ~ 30/09/09 17004  1512/09 159 375p -
1412707 44,670 2000p 01/10/07 - 30/09/10 - - - 44,670
16/12/08 126,915 148 0p 01/10/08 - 30/09/1 - - - 126,915
RA Sirs
05/01/07 94,083 M5p 01006 - 30/09/09 33,557 15/2/09  159375p -
1412/07 103950 2000p 010407 ~ 30/09/10 - - - 103,950
16/12/08 167229 148 Op 01/10/08 - 30/09/N - - - 167,229

* The number of matching shares 1s the maximum o match of 3 for 1) that could be recewed by the Executive Director if performance conditions outhined in the policy secton

are fully met

Awards made in January 2007 vested dunng the year The TSR of the Company was below the median of the constituents of the FTSE
Software & Computer Services index and therefore the performance condition was not met Following the Remuneration Committee’s
decision fo exercise is discretion ond wave the underpin condition reloting to the share prce, the EPS growth over the performaonce peniod

matched shares at 107 for

RM plc
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Performance Share Plan

Maxmum Maximurm
number Performonce Number of number of
ofawaorded  Moarket price penod for awarded Market price oworded
shares on award awarded shares Release on release shares
Cate of award at 01/10/¢9 date shares released dote dote ot 30/09/10
T Sweeney
04/03410 - 7 0/10/09 - 30/09/12 - - - 195,904
RA Sirs
04/03/10 - 17p 01/10/09 - 30/09/12 - - - 154,020
I P Mcintosh
04/03/10 - 171p 01/10/09 - 30/09/12 — — — 140,349

dl On 9 January 2009 Rob Sirs was granted a restricted stock award over 137 363 2p ordinary shares in RM plc The number of shares
awarded was equivalent te 100% of his salary at 182p per share, the ¢losing price on 15 September 2008 the date on which the award
was confirmed by the Remuneration Committee Subject fo the Remuneration Commuttee s satsfaction with the Group's underlying financal

performance and Rob Sirs’ continued employment, the award will vest on 15 September 201

6 Directors’ share opfions

The Remunerahon Commuttee has determined that Execufive Directors wilt not be granted share options in 2010 However, Execulive
Direciors have been granied ophons in previous years

a} The Company operales three execulive share opfion schemes the RM plc 1994 Executive Share Opitron Scheme [the 1994 Scheme’)
which wos adopted ot the ime of the Group s flotation in December 1994 the RM plc 2001 Executive Share Option Scheme [the 200
Scheme’), which was adopted at the annual general meeting held on 24 fanuary 2001, and the RM ple 2004 Executive Share Ophion
Scheme {the "2004 Scheme’) which was adopted at the onnual general meeting held on 28 January 2004 Performance condifions are
set each year in ight of the Company’s prospecls over the coming three-year period including giving consideration 1o analysts’ consensus
forecasts for EPS growth RM share opfions are not offered at a discount

1994 Scheme

Under the 1994 Scheme which ts now closed, Ordinary or Super optiens were granted af markel value at the time of grant and ore normatly
exercisable between three and ten years from the date of grant The proviso 1s, however, that the iIncrease in the Company's EPS over a
three-year penod exceeds RPI by 6% for Ordinory options and 10% for Super aptions Executive Directors only receved Super options with

no re-testing of the performance condition on these

2001 Scheme

Under the 2001 Scheme, options were granted at the market value at the fime of grant and were exercisable three years after the date
of the gran, provided performance conditions were met The performance canditions related to the Group s EPS (excluding goodwill and
before excephional charges) growth relative fo RPI, with the number of options exeraisable varying on a sliding scale depending on the
extent to which EPS exceeds RPi The 2001 Scheme had a iife of three years and closed in 2004
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The performance condons for share options granted under the
2001 Scheme are summanised in the following table

Governance

Financial statements

The performance condrtions for share options granted under the

2004 Scheme are summarised In the following table

Perlarmance % of options vesting Performonce % of options vesting
Grant date condilion Iwith shding scalel  Grent dote condiien Ino slicing scale)
November 2001 and 3-year growth EPS 10 December 2004 3-year growth EPS
March 2002 RPL+ 3% 25 RPI + 5% 100
RP!+22% 100 30 November 2005 3-year growth EPS
June 2002 2003 EPS = 5 51p + RPI 375 RPl + 5% 100
2003 EPS = 612p +RPI 50 6 December 2008 3-year growth EPS
2004 EPS = 796p + RPI 375 RPI + 5% 100
2004 EPS = 8 84p + RPI 50 15 June 2007 3-year growth EPS
December 2002 3-year growth EPS RPI + 5% 100
RPl+ 3% 25 28 November 2007 3-year growth EPS
RP+ 22% 100 RPI + 5% 100
December 2003 3-year growth EPS 1August 2008 3-year growth EPS
RPI+ 75% 33 RPI + 3% 100
RPI+175% 100 3 pecember 2008 3-year growth EPS
RPl + 3% 100
There is no re-testing of the performance conditions 18 February 2009 J-year growih EPS
RPI + 3% 100
2004 Scheme 26 May 2009 3-year growth £PS
Sharehaolder approvat was obtained in January 2004 for an RPI + 3% 100
extension of the 2001 Scheme with a reduced overal} dilution limat 2 December 2009 3-year growlh EPS
of 13% {down from 15% in the 2001 Scheme} RM has also commitied RPI + 3% 100

to keep future years’ annual option grants fo less than 1% pa
diluhion: Maximum grants under the scheme are 200% of basic
salary No opfions have been granted 1o Executive Directors under
the 2004 Scheme No oplicns will be granted to Executive Directors
under this scheme during 2010

As described elsewhere in this report 1tis intended that the

2004 scheme will only be used af Director level in exceptional
arcumstances (for example, recrutment] In the event that the
scheme 1s used for grants up to 100% of sclary, vesting will require
EPS growth of RPI + 3% pa [from the November 2007 grant) over
the fixed three-year performance penod For targer grants,

a slding scale would be applied, requinng more stretching levels
of performance for full vesting Following advice on the potentiat
profit and loss impact the Remuneration Commuttee have decided
that future awards granted under this scherne will be subjecito a
cap on the potentiol gain at vesting — which will be set at the hme of
each award There will be no re-festing of performance condilions

* The gain on the option wiil be restncted 1o 2 5 imes the exercise price of the oplien

The total number of options currently outstanding 1s 3,825,200 which
represents 410% of RM's shares in 1ssue at 30 September 2010

RM plc
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Audited Information

b} The Directors’ interests in share ophons are listed below

Moarket price Date from

Granled Exercsed Lapsed Exertise ot date of which Expiry
Ar01/0/09 nyear n year I year A$30/09510 price exercise exercsable date
T Sweeney
3,750 Nl Nl 3,750 Nil £7615 - D6M12/02 0612/09
7002 Nl Nl 7002 Nil £5600 - 24/05/03 24/0510
100,000 Nil Nt Nil 100,000 £1973 - 28/MN10 28/ AN7
10,752 Wit Nil 10,752 100,000
RA Sirs
15,000 Nil Nil 15,000 Nil £7615 - 06M12/02 06/12/09
32,001 Nil Nil 32,000 Nil £5600 - 24/05/03 24/05/10
10350 Nil Nil Nit 10,350 £0735 - 05/037/05 05/03/12
50,000 Nil 50,000 Nil Nil £0785 £1818 04/12/05 041212
12,000 Nil Nit Nl 12,000 £1445 - 0112/06  01/12/13
19,351 Nil 50,000 47001 22,350
MD Greg
17,500 Nii Nil 17 500 Nil £7615 - 06/12/02 0612/09
36,000 NIl NIl 36,000 Nl £5 600 - 24/05/03 24/05110
ma3 Nl M43 Nil Nil £0715 £1614  21/06/05  21/06/12
66,626 Nl 66,626 Nil Nl £0785 £1614  04112/05 04/1212
12,000 Nil 12,000 Nl NIl £1445 £1818 0112/06 011213
243,539 Nil 190,039 53,500 Nil

The gains on exercise of ophons were s follows

Terry Sweeney £nil
Rob Sirs £51,625
Mike Greig £159,772

There have been no changes in the Directors’ interests in the shares of the Company during the period 1 October 2010 to 19 November 2010

The market price of the ordinary shares at 30 September 2010 was 140 5p per share and the range dunng the year was 128p fo 195p per share
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7 Directors’ shareholdings
The beneficial interests of the Directors in the ordinary shares of
RM plc os at 30 September 2010 were

30 September 2010 30 Seplember 2009
1P Leighfield 140,000 140,000
T Sweeney 131,300 79,407
| P Mcintosh - -
RA Srs 180,482 174,802
J Connell - -
B Carsberg - -
JR Windeler 32,000 32,000
M J Tomlinson - -
TR P Bnighouse 25,000 15 000

8 Directors’ pensions

a) Terry Sweeney and Rob Sirs ore members of the Group s defined
benefit pension scheme, the Research Machines plc 1988 Pension
Scheme This scheme provides a pension of 1/60ths of o member's
final pensionable salary for each year of service, subject to HMRC
limits Onty base salary 1s pensionable

Normal retirement age 1s 60 In respect of benefits accrued prior

1o 1 May 2002 For benelfits accrued after 1 Moy 2002 normal
refiremnent age I1s 65, but members were able to choose fo maintain
the normal retirement age at 60 subject to paying a higher rate

of contributions

Governance Financia! statements

Nermol refremenioge  Normal retrernent oge
Mernber contnbubons % salaty [Pre | May 2002 benefits) [Post ) May 2002 benefitst

83%(73% 1o 31/08/10) 60 65
1410% 13 10% to 31/08/10} 60 60

Terry Sweeney pays contributions at the higher rate whilst Rob Sirs
pays ot the lower rate

The scheme also provides life insurance cover and dependant
pensions Member contnbutions are nohonally held in indwidual
accounis that are increased in line with the fund's investment
returns Benefits receved under the scheme are guaranteed to
have a value at least as high as the value of these indvidual
accounts af reirement

b} lain Mcintosh 1s @ member of the Group’s main UK defined
contnibuhon pension scheme

Audited Informahion

¢} The table below shows ot the year end the accrued pension
should the Direclors leave employment, the increase in the accrued
pension during the year the increase excluding inflation, and the
transfer value of that increase less member contitbutions and any
increase/ldecrease) in this value assessed on the fransfer value
basis of the scheme

T Sweeney RA Srs  MD Greg®
loge 43) lage 49) lage 54}
£000 £000 £000
Accrued annual pension
at 30 September 2009 23 66 63
Increase in accrued pension dunng
the year 2 4 {16
Accrued annual pension
at 30 September 2010 25 70 47
Increase in accrued pension
(net of inflation) 1 1 -
Transter value of accrued pension
at 30 September 2009 283 847 943
Increase n fransfer value
[nei of Director’s contributions} 60 160 313
Transfer value of accrued pension
at 30 September 2010 343 1,007 1256

Transfer value of increase

{net of inflation and Director s

contributions) 1 10 -
* Mike Greag took early retremner on 31 March 2010 and his pension was

reduced accordingly His calculalions are based on his pension th payment af
30 September 2010

All Directors are members of the SMART Scheme (pension salary
sacrifice] and as such do not make employee contributions

Payments of £21 000 were paid by the Company to a defined
contnbution pension scheme in respeci of lain Mcintosh, during
the year

9 Complionce with regulations

This report has been prepared in accordance with Schedule 8 of
the Large and Medium-Sized Compames and Group [Accounts

and Reporis) Regulations 2008 The report also meets the relevant
requirements of the Listing Rules of the UK Listing Authonty and
illustrates how the principles of the UK Corporate Governance Code
relaling fo Directors’ remuneration are applied by the Company

This repori has been approved by the Board, and shareholders will
be asked 1o consider and approve it at the annual general meeting
1o be held on 17 January 2011

The Group's auditors are required to comment on whether certain
parts of the Group's Remuneration Report have been prepared

in accordance with Schedule 8 of the Large and Medium-Sized
Companies and Group {Accounts and Reports) Regulations 2008
Accordingly, sections 4, 5{c), 6lb) and 8ic} have been audited by
Deloitte LLP
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10 Remuneration Committee

The Remuneration Committee operates under terms of reference
approved by the Board with the purposes of determining on behalf
of the Boord and sharehaolders, the fee level for the Chairman and all
elements of the remuneration of the Company's Executive Directors
and therr direct reports and of overseeing major changes to the
overall reward policy structure throughout the Group In particular
there is oversight of incentive plans operated throughout the
Company so as fo ensure that these plans are structured
appropriately and that there 1s a joined-up strategy with the
incentive arrangemenis for the most semior execulives The
Remuneration Committee’s terms of reference can be found on

the Group s Web sife ai www rm com/investors The Remuneration
Committee undertakes an annual appraisal and addresses any
areas that have been highlighted for improvement

None of the members of the Remuneration Commuitee has any
personal financral interest in the Company ather than through fees
recewed or as a shareholder They are not involved in the day-to-day
running of the business and have no personal conflicts of interest

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

The fees of Non-Executive Directors ore o malter for the consideration
of the Board as ¢ whole Each Director recewves a fee for being a
Drreclor If Remuneration Comrmittee work, or other work performed
on behalf of the Company requires addiiona! time commitment,
then the Directors are paid on a per diem basis

a} Composiion of the Remuneration Commitiee

RM's Remuneration Commiitee comprises Sir Mike Tornhnson
{Chair], Sir Bryan Carsberg, John Windeler and Jo Connell, all of
whom are independent Non-Executive Directors, and for part of the
year tohn Leighfield, who was considered independent at the time
of tus appoiniment 1o the Board John Leighfield stood down from
the Remuneration Committee dunng the year in response to
emerging best practice

b} Schedule of meetings
The Rernuneration Commitiee mei five hmes duning the year

Details of attendonce ol Remuneration Commiifee meetings are

as follows Sir Mike Tomhinson, five meetings Sir Bryan Carsberg

five meetings John Windeler five meetings, Jo Connell, five meetings
and John teighfteld, four meetings

o} Advisers to the Remuneration Commiitee
During 2010, the Remuneration Committee asked o number of Group
employees and external consultants for therr views and advice

Terry Sweeney RMs CEC attends meetings of the Remuneration
Commuittee by invitahon 1o provide background and context on
matters relating to the remuneranion of the other Executive Directors,
but does not participate in discussions relating 1o his own
remuneration The Remuneration Committee also received views
and advice from lain Mcintosh {Chief Financial Officer), Rob Sirs
{Chief Operating Officer], Mike Greig (Group Finance Director untit

31 March 2010) and Russell Govan (Human Resources Director)
Similarly, none of these Indmduals is present when matiers relating
to their own remuneration are discussed

Hewttt New Bridge Street who were appoinied by the Remunerahon
Commitiee durning 2010, provided advice on the Executive Directors’
remuneration and informanion on market practice HNBS provides
no other services to the Company

This report has been approved by the Board of Direclors and signed
on iis behalf by

M J Tombinson
Charr, Remuneration Commitiee
22 November 2010
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Independent Auditors’ Report

to the members of RM plc

We have qudited the financial staterments of RM plc for the year
ended 30 September 2010 which comprise the Consolidated Income
Statement the Consolidated Statement of Comprehensive Income
the Consohdated and Compaony Balance Sheets, the Consolidated
and Company Cash Flow Statements, the Consolidated and
Company Statements of Changes in Equity and the related notes
110 30 The financial reporting framework that hos been apphed
in their preparation 1s applicable law and International Financial
Reporting Standards (IFRSs) as adopted by the European Union
and as regards the Company finencial statements, as apphed in
accordance with the provisians of the Companies Act 2006

This report 1s made solely to the Company’s members, as o body,

in accordance with Chaopter 3 of Part 16 of the Comparues Act 2006
Our audit work hos been undertaken so that we right state o the
Company's members those matters we are required fo siate 1o them
1n an auditors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members os

a body, for our audit work, for this report, or for the optnions we

hove formed

Respective responsibilites of Directors and quditors

As explatned maore fully in the Direciors Responsibiliies Statement,
the Directars are responsible for the preparation of the financial
staternents and for being saiisfied that they give a true and fair view
Our responsibility is to audit the financial statements in accordance
with opplicoble law and International Standards on Auditing (UK
ond Ireland} Those standards require us 1o comply with the Audiing
Prachces Boord s [APB s) Ethical Standards for Auditors

Scope of the gudit of the finanaal statements

An audl! involves oblaning evidence about the amounts and
disclosures in the financial siaiements suffictent to give reasonable
assurance that the finanaal statements are free from material
misstatement, whether caused by fraud or error This includes

on assessment of whether the accounting policies are appropricie
1o the Group's and the Company’s circumstances and have been
consistently applied and adequately disclosed the reasonableness
of significant accounting esimates made by the Direclors, and the
overall presentation of the financial statements

Opmnien on finanaal stotements

In our optrton

+ the financial statements give o true and fair view of the siate of
the Group’s and of the Company’s affairs as at 30 September 2010
and of the Group's profit for the year then ended

the Group financial statements have been properly prepared

in accordance wiih IFRSs as adapted by the European Union,

the Company financial stalements have been properly prepared
in accordance with IFRSs as adopted by the Eyropean Union and
os applied in accordance with the prowsions of the Companies
Act 2006 and

the finanaial statements have been prepared 1n accordance with
the requirements of the Companies Act 2006 and, os regards the
Group financial statements Arlicle 4 of the 1AS Regulation

Opinion on other matters prescribed by the Companies Act 2006

In our opinton

« the part of the Directors’ Remuneration Report 1o be audited has
been properly prepared in accordance with the Companies Act
2006, and

* the information given in the Directors’ Report for the financial year
for which the financial siatements are prepared 1s consistent with
the finanaal statements

Matters on which we are required to report by exception
We have nothing ta report in respect of the following

Under the Companies Act 2006 we are required 1o report to you Iif,

IN QUr opINion

= adequate accounting records have not been kepl by the
Company, or returns adequate for our gudit have not been
received from branches not visited by us, or

*» the Company financial statements and the part of the Directars

Remuneraticn Report to be audited are not in agreement with

the accounhing records and relurns, or

certain disclosures of Directars’ remuneration specified by law

are not made, or

we have not received all the information and explanalions we

require for our auds

Under the Lishng Rules we are required fo review

« the Directors’ statement contained within the Corporate
Governance Report n relation to going concern, and

* the part of the Corporate Governance Statement relating to the
Company's compliance with the nine provisions of the Sune 2008

for and on Behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
Reading, United Kingdom

22 November 2010

i you hove obloined this document osa pdf download from RM s investor relations
Web sife twww rm com/invesiors] please nole the following

Neither an audit nor a review provides assurance on the maintenance and integrity
ol the Web site including conirols used 1o achieve this and in parhicular whether any
chenges may have occurred 10 the finoncial information since firsl published These
maners ore the responsibility of the Directors but no centro! procedures can previde
obsolute assurance in this area

Legsiation in the United Kingdom governing the preparation and dissemination of
financial information differs from legilation in other junsdictions
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Consolidated income statement
for the year ended 30 September 2010

2010 2009
Adusted Adjusiments Total Adjusted Adjusiments Total
Noles £000 £000 £000 £000 £000 £000
Revenue 3 380,124 - 380,124 346977 - 346,917
Cost of sales {280,403] - (280,403) 1255,680) - {255,680
Gross profit 99,721 - 99,721 91,237 - 9,237
Selling and distnbution costs {45,792) - (45,792) 139,839} - {39.839)
Research and development expenses 12,404} - 12,404) 113,731 - 13,73)
Administrative expenses {21,724) - (21,724) 120,024] - 120,024)
- Amortisation of acquisiion related
ntangible assets - (1,273} 01,273} - ,483) 01,483)
- Exceptional costs relating to curtalment
of Bullding Schools for the Future
programme - {1,474 {1474} - - -
- Exceptional pension credit - 7056 7056 - - -
—Acquisihion integration costs - - - - (891 (891
Share of resulls of associates 67 {28} 39 22 19} 3
{79.853) 4,281 {75,572) {73,572) (1,591} {75,163
Profit from operafions 5 19,868 4,281 24,149 17,665 1,591 16,074
Invesiment income 3&7 1,09 - 1,091 1192 - 1192
Finance cosls 8 0.321 - 01,321) {947) - (947}
Profit before tax 19,638 4,281 23919 17910 11591 16 319
Tax 9 {4,602} (1,158) {5,760) {3,809 448 {3,361)
Profit for the year attnbutable
to equity holders of the parent 15,036 3123 18,159 1401 1143) 12,958
Earnings per ordinary share 10
Basic 16 3p 34p 197p 15 3p n3p 14 0p
Diluted 16 3p 34p 197p 152p n2lp 14 0p
Paid and proposed dwidends per share n
Intenm 139p 132p
Final 525p 4 85p

Adjustmenis relate to amortisation of acquisition related intangible ossets of £1273 00012009 £1,482,000), amortisation of acquistion
relaled intongible assets on associates of £28,000 {2009 £19000), excephonal costs relaing fo the curtailment of the Building Schools for
the Fulure programme of £1,474 00012009 £nil) an exceplional pension credil on the Group s defined benefit penston scheme shown net
of related costs, of £7,056,000 (2009 £nil] and acquisihion integration costs of £nil {2009 £89,000)

All actvities relate fo continuing operations

The accompanying notes are an integral part of this consoldated income staterment
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Consolidated statement of

comprehensive income
for the year ended 30 September 2010

Fingnciol statements

2010 2009

Notes £000 £000
Profil for the year 18,159 12,958
Exchange gains on translation of foreign operaticns 505 957
Actuanal gains and ilosses} on defined benefit pension scheme 28 7.913) 14,582)
Fair velue loss on interest rate swap {128) 161}
Current tax on tems taken directly to equity {9 K1
Deferred tax on items taken directly to equity 9 2,218 3,893
Other comprehensive income/{expense) for the year (5.327) (9,762)
Total comprehensive incorne for the year attributable to equity holders of the parent 12,832 3,196

Total tox credited to equity was £2,209,000 (2009 credit of £3,924,000)

The Company has no clher recognised income and expense olher than the profil for the year as shown in Ihe slafernent of changes in

equity, consequently a Company statement of comprehensive income has not been prepared

The accompanying notes are an integral part of this consolidated income statement
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Consolidated balance sheet

as at 30 September 2010
2010 2009
Nofes £000 £000
Non-current assets
Goodwill 12 34,220 33,818
Acquisition related intangible assets 13 3,690 4,981
Ciher intangible assels 13 3,186 2,654
Property plant and equipment 14 21,054 21,321
Interest in associates 16 1,013 967
Deferred tax assets 9d 4,859 5,227
68,022 68,968
Current assets
Inventonies 7 25,079 19905
Trade and other receivables 19 97,838 86,164
Tax assels %e 877 -
Cash and cosh equivalentis pi] 13,814 13,297
137,608 N%.366
Total assets 205,630 188,334
Current habilihes
Trade and other poyables 20 (106,554) (96,829
Provisions 22 {536) -
Tox kabilties \ 9e {1,878} {1,320}
{108,968) {98149)
Net current gssets 28,640 2,217
Non-current habilihes
Refirement benefit obligahon 28 {12,380) 112,786}
Bank loans 2 13,507 (8,281}
Deferred 1ox labilties 9d 134) (51
Other payables 20 (5.918) {7,654}
Provisions 22 [678) {589}
[30,517) {29,361
Total liobilhhes {139,485] {127,510)
Net ossets 66,145 60,824
Equity attributable to equity holders of the parent
Share capital 23 1,868 1,863
Share premium account 26,918 26,725
Own shares 24 13,805) 0,246
Copial redemphion reserve 94 94
Hedging reserve (1891 {61
Translation reserve 1,629 1,124
Relained egrnings 39.630 32,325
Total equity 66,145 60,824

These financiol stalements of RM ple, registered number 01749877, were approved and authonsed for 1ssue by the Board of Directors
on 22 Novembey 2010

T Sweeney I Mcintosh
Director m_./ Director

The accompanying notes ferm an integral part of this consolidated balance sheet
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Company balance sheet

as at 30 September 2010
2010 2009
Notes £000 £000
Non-current assets
Invesiments 15 55,640 54,793
55,640 54,793
Current assets
Trade and cther recevables 19 10,108 16,826
Tax asset 28 -
10,136 16 826
Total assets 65,776 7,619
Current abilites
Trade and other payables 20 (686) 12,802}
Tax habilities - 1229)
{686) {3,031
Net current assels 9450 13795
Non-current habilities
Other payables 20 {195) (585)
195) 1585)
Total labilities {881) (3,616)
Net assets 64,895 68,003
Equity attributable to equity holders of the parent
Share capital 23 1,868 1,863
Share premium account 26,918 26,725
Own shares 24 {3,805) {1,246)
Capital redemphion reserve 94 94
Retained earnings 39,820 40,567
Total equiy 64,895 68,003

These finanaal siatements of RM ple, registered number 01749877 were approved and authorised for issue by the Board of Direclors
on 22 Novernber 2010

T Sweeney I Mdntosh
Director / Direcior

The accompanying notes form an integral part of this Company balance sheet
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Consolidated cash flow statement
for the year ended 30 September 2010

2010 2009
Notes £000 £000
Profit from operations 24,149 16,074
Adjustments for
Loss/{gan) on foreign exchange derivatives 160 (160}
Share of results of associates (39) -
Amortisation of acquisition related intangtble assets 13 1,273 L51
Amortisation of other infongible assets 13 1180 914
Depreciation of property, plant and eguipment 14 7554 8,331
Gain on disposal of property, plant and equipment {322) (499
Loss on disposal of other intangibte assets - 123
Increase in provisions 737 6l
Share-based payment charge 1,417 1,021
Excephonal pension credit 5 {7,267) -
Operating cash flows before movements in working capitat 28,842 27.376
{Increase)/decrease in inventories (5.174) 1129
Increase in receivables 1.773) {12,814}
increase/(decrease) in payables 1,825 {798)
Cash generated by operations 23,720 14,893
Defined benefit pension contribution in excess of current service cost 28 {1.682) 2,773}
Tex pad {3,526) {3,272)
Income on sale of finance lease debt 7 795 622
Interest pard
- bank overdrafis and loans 8 (627) {464)
- other 8 (64) 167)
Net cash inflow from operating activities 18,616 8939
Inveshng activihes
Interest receved 65 226
Proceeds on disposal of property, plant and equipment 583 949
Purchases of property, plant and equipment {7.744) {7,737
Purchoses of other infangible assets {1,525) (1,398
Acquisttion of subsidianes and busimess combinations, net of cash acquired - {3,418)
Net cash used In Investing activiies {8,621 M,378}
Financing activihes
Owdends paid n {5,764) {5,425}
Proceeds from share capitalissue net of share issue costs 198 9N
Repayment of borrowings assumed in acquisitions - {2,477
Increase in borrowings 3,61 7419
Purchase of own shares {3,362) 11,347)
Repayment of loan notes and deferred consideration {384 {1,059)
Net cash used in finanang actmties (9.608) 12,798)
Net increase/{decrease} in cash and cash equivalents 387 {5,237)
Cash ond cash equivalents of the beginning of year 13,297 18,291
Effect of foreign exchange rate changes 130 243
Cash and cash equivalents at the end of year 13,814 13,297
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Overview Business review

Group net funds
for the year ended 30 September 2010

Governance Financral statements

Non-cash movemenis
fForeign

2009 Cash flow exchange Qther 2010
£000 £000 £000 £000 £000
Cash and cash eguivalents 13,267 387 130 - 13,814
Borrowings 18,281) 3,61) 165) - (1,507}
MNet cash 5,016 {2.774) 65 - 2,307
Loan notes (3,6Q6) 261 - 66 {1,379)
Net funds 1,410 1613} 65 66 928
Deferred consideration (2,120) 1,680 - 50 {390)
Net funds less deferred considerahon {10) 1,067 65 16 538
Company cash flow statement
for the year ended 30 September 2010
2010 2009
Notes £000 £000
Loss from operafions (821 (545}
Adjustment for impairment of investment in subsidiary 292 -
Operating cash flows before movements in working capital [529) {545)
Decrease/(increase) in recevables 6,97 118,278}
Dividends receved - inier-group restructunng 1410 14,4
Decrease in payables 139] 11,303)
Cash generated/|used) by operations 6,759 {5412
Pwidends receved — frading 4177 12,875
tnterest paid (64) (102)
Net cash nflow from operating aclmbes 10,872 7361
Inveshng activities
Inferest receved 526 159
Net cash inflow from investing actvmties 526 159
Financing activilies
Dvidends paid n {5.764) 15,425)
Proceeds from share capital issue, net of share 1ssue costs 198 N
Purchase of own shares [3,262) 1,347)
Repayment of loan notes and deferred consideration (2,470) {839)
Nel cash vsed in financing activies M,398) {75200

Net increase in cash ond cash equivalents

Cash and cash equivalents at the beginning and end of year

RM plc
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Consolidated statement of chan

for the year ended 30 September 2010

ges in equity

Share Capital
Shore  premium Own redemption Hedging Tronslation  Retained Totol
capital  occount shares reservg reserve rgserve  earnings equity
Notes  £000 £000 £000 £000 £000 £000 £000 £000

Group
A1 October 2008 1863 26,578 [1,323) 94 - 167 35908 63,287
Profii for the year - - - - - - 12958 12958
Qther comprehensive income
Exchange differences on translation of foreign operations - - - - - 957 - 957
Actuarial gans and {losses) on defined benefit scheme - - - - - - 14,582] 4,582}
Faur value loss on miterest rale swap - - - - {61 - - (61)
Tax credit on items {aken directly to equity - - — - - - 3924 3924
Tota! other comprehensive income - - - - (61 957 [10,658] {9,762
Purchase of shares 24 - - 207 - - - - 1207
Share 1ssues - 9N - -~ - - - AN
Transfer in respect of issue of shares to employee trusts - 56 - - - - (56) -
Share-based payment awards exercised in year - - 1284 - - - 1,423} (139
Share-based paymeni faur value charges 6 - - - - - - 1,02 1,021
Dividends paid n - - - - - - 15,425] (5,425)
A October 2009 1863 26725 1,746) 94 {61 124 32,325 60824
Profit for the year - - - - - - 18159 18159
Other comprehensive income
Exchange differences on translation of foreign operations - - - - - 505 - 505
Actuanal gans and {losses) on defined benefit scheme - - - - - - 793 {7913)
Fair value loss on interest rate swap - - - - (1281 - - (128}
Tax credil on items taken directly 1o equity - - - - - - 2209 2,209
Total other comprehensive income - - - - 128} 505 {5704} (5327)
Purchase of shares 24 - - {3213 - - - - 3213}
Share 1ssues 5 193 - - - - - 198
Share-based payment awards exercised in year - - 654 - - - (803) {(149)
Share-based payment fair value charges - - - - - - 147 1417
Dwidends paid n - — - - - — {5764) [5764)
At 30 September 2010 1,868 26918 1(3,805) 94 (189) 1629 39630 66145
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Governance

Finanaal statements

Company statement of changes in equity

for the year ended 30 September 2010

Share Capitol

Share premiam Own redemption Retained Total
copital account shares reserve eamings equity
Notes £000 £000 £000 £000 £000 £000

Company
At October 2008 1,863 26,578 1,323) 94 34,064 61,276
Profit for the year - - - - 12,386 12,386
Total other comprehensive income - - - - - -
Purchase of shares 24 - - {1,207} - - 1,207
Share 1ssues - 147 - - - 147
Share-based payment awards exercised in year - - 1,284 - (1,479} (195}
Shore-based payment fair value charges 6 - - - - 1,021 1,021
Dmdends paid n - - - - [5425) {5,425}
Al October 2009 1,863 26,725 (1,246} 94 40,567 68,003
Profit for the year - - - - 4,403 4403
Total other comprehensive iIncome - - - - - —
Purchase of shares 24 - - 13,213) - - (3,213
Share 1ssues 5 193 - - - 198
Share-based payment awards exercised in year - - 654 - (803} 149)
Share-based payment fair value charges 6 - - - - 1417 1417
Dwtdends paid 1 - - - - 15,764} {5,764)
At 30 September 2010 1.868 26,918 {3,805) 94 39,820 64,895

As permitted by section 408 of the Companies Act 2006 no separote income statement 1s presented in respect of the parent company

The Company made a profit for the year omounting to £4 4 million (2009 £i2 4 million)
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Notes fo the report and accounts

1 General information
RM plc 1s a company incorporated in the United Kingdorn under the Comparies Act 2006 it 1s the parent company of a group of
companies, the nature of whose operations and iis principal activities are set out in the Business review

The accounting policies are drown up 1n accordance with those International Accounting Standards {IAS) and International Financial
Reporiing Standards (IFRS) 1ssued by the International Accounting Standards Board {1ASB) and adopted for use in the EU and therefore
comply with Article 4 of the EUIAS Regulation applied in accordance with the provisions of the Companies Ad 2006

Income staternent presentation

The income statement 1 presented in three columns This preseniahon is Intended to give a better guide to business performance by
separately idenhifying the amortisation charge relating fo acquisition related intangible assets, exceptional costs relating to the curtalment
of the Building Schools for the Future programme and an exceptional pension credit on the Group's defined benefif pension scheme

(2009 omortisation charge relating to acquisition related intangible assets and acquisiion mtegration costs) The columns extend down
the income statement to cllow the tax ond earnings per share iImpacts of these transacttons 1o be understood

Adopton of new and revised international Financiat Reporting Standards

The IFRIC interpretations, amendments fo exishng standards and new standards that are mandatory and relevant for the Group's
occounting penods beginning on or after 1 October 2009 have been adopted Adophon of these standards has impacted the disclosures
on the results and financial posiion os follows

+ 145 1[revised] Presenlation of Financial Statements, effectve for periods commencing on or after 1 January 2009, requires the
presentation of a statement of changes In equity as @ pnmary slatement, separate from the Income stalement and Statement of
comprehensive income As aresult, a Consolidated statement of changes in equity has been included inthe pnmary statements,
showing changes in each component of equity for each peried presented

« IFRS 8 ‘Operating segments’, became effective for peniods commencing on or after 1 lanuary 2009 The standard was early adopted
by RM plc in 2008

Additionally the following new standards and interpretations have been adopted in the current year but have not impacted the reported
results or the financial position

* 1AS 23 'Borrowing costs’ amendment became effective for penods commencang on or after 1 January 2009 and requires borrowing costs
which meet certain criena to be capitahsed The Group does not currently have any material borrowings or interest costs, which are
covered by this standard

+ Amendments to IFRS 2 *Share-based payment’ and IFRS 7 ‘Financial instruments Disclosures” became effective and did not have a

material impact on the Group

{IFRIC 9 and IAS 39 Embedded dernvatives

IFRIC 12 Service concession arrangements

IFRIC 14 1AS 19 Employee benefits — The lirmit on a defined benefit asset minimum funding requirements and their interaction

IFRIC 15 Arrangements for the construction or real estate

IFRS 3 {rewised 2008 Business combinations

IAS 27 [revised 2008} Consolidated and separate financial siatements

1AS 39 lomended) Eigible hedged items

IFRS 1 Cost of an Investment in a subsidiary, jointly controlled entity or assoaate

IFRS 2 lamended] Vesting condittons and cancellations
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1 General information continued

New standards ond inferpretations not yet adopted

At the date of authorisation of these financial statements, the following Standards and Interpretations which have not been applied
in these fingnaial statements were in 1ssue but not yet effective (and in some coses had not yet been adopted by the EU) :

IFRS 1{amended) Addional exemptions for first-time adopters

IFRS 2 tamended) Group cash-seftled share-based payment transaction
IFRS 9 Financial instruments

IAS 24 [revised) Related party disclosure

1AS 32 lamended) Classification of nghis 1ssue

IFRIC 14 [omended) Prepayments of a minimum funding requirement
IFRIC 17 Disiributions of non-cash assets to owners

IFRIC 18 Transfer of assels from customers

IFRIC 19 Extinguishing financial hicbilittes with equity instruments
mprovements to IFRSs 2010 (May 2010] and 2009 [April 2009)

a« & & & & ¢ 0 & 0

The Directors are finalising their analysis and do not anticipate that the adoption of these standards and interpretations will have o matenal
impact on the Group's inancial statements in the penod of initial adoption

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

2 Pnncipal accounhing policies

Basis of preparation

The financial statements have been prepared on the historical cost basis except for certain financial nstruments  share-based payments
ond pension ossels and habiliies which are measured at fair value The preparation of financial siatements, in conformity with generally
accepied accounhing principles, requires the use of estimates and assumphons that affect the reported armounts of assets and igbiliies
and disclosure of contingeni assets and habilihes at the date of the financial statemenis and the reported amounis of revenues and
expenses during the reporting period Although these estimates are based on the Directors’ best knowledge of current events and aclions,
actual results ulirmalely may differ frorn those estimates

The Group's business activittes, together with the factors likely to affect its future development, performance and position are sef out in the
Business review The financial postion of the Group, iIs cash flows and borrowing faciliies are described in the Business review Finance
The Group’s nsk management palicies are outlined in the Business review Risk and notes 19 20 and 21 to the financiol statements outline
the Group s financial assels and labilities, iIncluding details of is financial nstruments and hedging activilies, and its exposures to credit nsk
and Iiquidity risk

The Directors have assessed forecast future cash flows over the coming year and are sansfied thal the Group’s agreed working capital
facilihes are sufhicien! fo meel these cash flows Given the Group's conlinued seasanahty and long term educalion projec! coniraciual
commiiments ¢ash flows are forecasl o be at therr highest outflow between July and Seplember

Shareholder approval was gained at the Company's 18 January 2010 Annual General Meeting to amend iis Articles of Association

to change the calculation of borrowing limits to align wath the Association of Bntish Insurers [ABI) Invesiment Committee Guidelines

In accordance with the ABI Guidelines, this approval removed the requirement that in calculafing the adiusted share capital and reserves,
for the purposes of establishing borrowing imits, @ deduction 1s made for the book values of goodwill and other Intangible assels shown
on ihe Group balance sheet The Group's forecast funding requirements are comfortably within the borrowing lirmits established using the
revised Arlicles

Considering the above the Directors believe that the Group 1s well placed to manage its business nisks successfully despite the contnued
current uncertarn economic outlook and have o reasonable expectation that the Group has adequate resources to confinue in operational
existence for the foreseeable future Therefore, they continue to adopt the going concern basis of accounting in preponng the annual
fincnaicl statements
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Notes to the report and accounts
continued

2 Principal gecounting policies continued

Consclidation

The Group financial statements incorporate the inancial statements of the Company and all ds subsidianes for the penods during which
they were members of the Group Asscciafes are incorporated within the financial statements by equity accounting, taking the Group's
share of therr post tax result and net assets

Inter-company balances and fransachons between Group companes are ehrminated on consolidation On acquisition, assets and liabilities
of subsidianes are measured at ther fair values af the date of acquision with any excess of the cost of acquisiion over this value being
capitalised as goodwill

Investment in subsidianes and associates
In the Cempany accounts, investrments in subsidiories and associctes are staled at cost less any provision for impairment where appropriate

Business combinations

The acquisiion of subsidianies is accounted for using the purchase method The cost of the acquisiion 1s measured at the aggregate of the
iar values, at the date of exchange, of assets given and habiliies incurred or assumed i exchange for conlrol The acquired company’s
identifiable assels llabilihes and contingent habilitres that meet the condihions for recognitton under IFRS 3 Business Combingtions are
recognised at therr fair value of the acquisihon date

Associates

An gssociate 1s on enhty aver which the Group s 1In a position fo exercise significantinfluence, but not control or |ointly control, through
participation in the financial and operating policy decisions of the investee

The acquisihion of iInterests in ossociotes 1s accounted for using the equity method Investments in associates are carned al ¢ost, adjusted
by post-acquisition changes in the Group's share of the associote’s net assets Where the Group's share of losses of an associate equal or
exceed ils interest in the associate the Group does not recogmse any further losses unless i hos incurred obligations or made paymenis
on behalf of the associate

Any excess of the cost of acquisition over the Group s share of the fair values of the identifiable net assets ofthe associate ot the date of
acquisifion 1s recognised as goodwill The goodwill 1s included within the carrying amouni of the Investment and Is assessed for impairment
as part of that investment

Where a Group company fransacts with an associate of the Group, profits and losses are eliminated to the extent of the Group’s interest In
the relevant associale

Revenue
Revenue represents amounts recevable for goods supphed and serwices provided to third-parties net of VAT and other sales-related taxes

Revenue from the sale of goods and services is recognised upon transfer to the customer of the significant nsks and rewards of ownership

This 1s generally when gocds are despaiched to, or services performed for, customers Revenue on hardware, perpelual software licences and
the minimum volume element of software contracts 1s recogmised on shipment prewiding there are no unfulfilled obligahons thot are essential
to the functionality of the delivered product If such obligations extst, revenue is recognised as they ore fulfilled Revenue from term licences 1s
spread over the period of the licence, reflecting the Group’s abligation to suppart the relevant software products or update their confent over
the term of the licence Revenue from contracts for mamtenance, support and annually and other periodically contracted producis and services
1s recogmised on a pro-rata basis over the conlract period Revenue from installation, consuliancy and other services 1s recogmised when the
service has been provided Investment income 1s recognised in the income statement in the penod in which d anses

Appropnale provisions for returns, trade discounts and other allowances are deducted from revenue
Revenue on long-term confracts Is recognised while coniracts are in progress Revenue Is recognised proportionally to the stage of

completon of the contracy, based on the farr value of goods and senaces provided to date taking into account the sign-off of milestone
delivery by customers
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2 Pnnapal accounting policies continued
Long-ferm contracts

Long-ferm contracts represent those occounted for in accordance with the prinaiples of 145 11 Construction Coniracts and related inkage
with IAS 18 Revenue

Profit on long-term conitracts 1s recognised when the ouicome of the contract can be assessed with reasenable certainty, including
assessment of contingent and uncertain future expenses Thereafter profitis recognised based upon the expecled outcome of the contract
and the revenue recogmised af the balance sheet date as o proportion of total contract revenue

If the outcome of a fong-term contract cannot be assessed with reasonable certainty no profit i1s recognised Any expected loss on a
contract as a whole, 1s recogrised as soon as it 1s foreseen The loss 1s calculated using a discounted cash flow model utthising a discount
rate that reflects an estimate of the markets” ossessment of the ime value of money and the nsks specific to he kability Any unwinding of
the discount 1s included in the Income statement in finance costs

Where the cumulative fair volue of goods and services provided exceeds amounts invoiced the balance 1s included within trade and

other recevables as long-term contract balances Where amounts invoiced exceed the falr value of goods and services provided the excess
is first set off against long-term contract balances and then included in amounts due to long-term cantract customers wathin trade and
other payables

Pre-contract cosis are expensed until the awarding of the contract fo the Group 1s considered to be wirtually certain which Is not before the
Group has been appointed sole preferred bidder Once wirtual certainty has been established and the contract 1s expected to be awarded
within a reasonable tmescale ond pre-contract costs are expected to be recovered from the contract's net cash flows, then pre-contract
costs are recogrised as an asset and accounted for as long-term conlract costs

Property, plant and equiprent
Property, plant and equipment assets are siated ot cost, less depreciation and provisien for impairment where appropriate

Property, plant and equipment are depreacted by equal annual instalments to wrile down the assets o therr estimated disposal value
of the end of their useful Iives as follows

Freehold property Up to 50 years
teasehold bullding improvements Up1to 25 years
Plant and equipment 3-10years
Computer equipment 2-5 years
Vehicles 2-4 years

Computer units produced by the Group which are used for the purposes of administration, research and development and cuslomer
demonstrations are capitalised and carned at cost less accumulated depreciation

Infangible assets
All infangtble ossets except goodwill, are stated at cost less accumulated amortisation ond any occumulated iImpairment losses

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 Goodwill 15 not amortised and 1s stated at cost less any accumulated imparrment losses For business combinafions occurning
before 1 Cctober 2004, the Group's transihon date 1o IFRS the cost of goodwill 1s deemed to be the UKGAAP net book value at this date

The recoverable amount of goodwill s tested for impairment annually or when evenis or chonges in arcumstance indicate that it mught
beimparred Impairment charges are deducted from the carrying value and recognised immediately n profit or loss For the purpose

of impairment testing, goodwill 1s atlocated 16 each of the Group s cash-generating units expected to benefit from the synergies of the
combination Cash-generaiing units to which goodwill has been allocated are tested for impatrment annually, or more frequently when
there 1s an indicatton that the unit may be impaired If the recoverable amount of the cash-generating unit is less than the carrying amount
of the unit the impairment loss 1s allocated first fo reduce the carrying amount of any goodwil! allocated to the unit and then to the olher
assels of the unif pro-rata on the basis of the carrying amount of each asset in the unit An impairment loss recognised for goodwillis

nol reversed in a subsequent penod
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Notes to the report and accounts
confinued

2 Pnnopal accounting policies continued

intangible assets continued

Research and development costs

Research and development costs associaied with the development of software products or enhancements ond their related intelleciual
property rights are expensed as incurred until all of the following cntena can be demonstrated, In which case they are capialised as an
ntangible asset

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

b an ntention to complete the intangible asset and use or sell it

¢ ability fo use or sell the mtangible asset

d how the intangible asset will generate probable future economic benefits Among other things, the Group can demansirate the
existence of a market for the oulput of the infangible asset or the ntangible asset itself or, IF it 1s 10 be used internally, the usefulness
of the intongtble asset

e the avalability of adequate technical, finoncial and other resources o complete the development and to use or sell the iInlangible asset

f an ability to measure reliably the expenditure attributable 1o the intangible asset during is development

The technological feasibility for the Group's software products i1s assessed on an indwvidual basis and 1s generally reached shortly before
the products are released to manufactuning, and lafe in the development cycle Capitolised development cosis are amortised on o
straight-line basis over their useful lives, once the product s availoble for use Useful lives are assessed an o projeci-by-project basis

Other intangible assels

Intangible assels purchased separately, such as software licences that do net form an integral part of hardware and the costs of infernally
generated software for the Group's use, are capialised at cost and amoriised over their useful ives of 2-5 years

For business combinahions occurning after 1 October 2004, net assets acquired includes an assessment of the fair value of separately
identifiable acquisition related intangible assets, In addition to olher assels, habilthes and conhingent habillies purchased These are
amaorfised over their useful lives which are individually assessed

Impairment of tangible and intangible ossets excluding goodwall

Al each bolonce sheet date, the Group reviews the carrying amounts of its fangible and intangible assets to determine whether there 1s any
ndication that those assets have suffered an impairment loss If any such indication exists, the recoverable omount of the asset 1s estimated
in order to determine the extent of any iImpairment loss Where the asset does not generate cash flows that are independent from ather
assets, the Group estimates the recoverable amouni of the cash-generating unit to which the asset belongs An intangible asset with an
indefinte usefu! life s tested for imparrment annually and whenever there 1s an indicahon that the asset moy be impawed

Recoverable amount 1s the higher of fair value less costs to sell and value i use In assessing value In use the esitmated future cash flows
are discounted lo thewr present value using a pre-lax discount rate thal reflects current market assessments of the ime value of money and
the risks specific 1o the asset for which the esiimales of future cash flows have not been adjusted

It the recoverable amount of an asset |or cash-generating unit) is estirmated to be less than its carrying amount, the carrying amount of the
asset (cash-generating urit} is reduced o i#s recoverable amount An impairment loss is recognised as an expense immediotely

Where an impairment loss subsequently reverses the carrying amount of the asset {cash-generating unif) s Increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had nc impairment loss been recognised for the asset lcash-generating unith in prior years A reversal of an impairment loss
1s recognised as income iImmediately
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2 Prnncipal accounting policies continued

Financial instrumenis

Trade and other recevables

Trade and cther recevables are not interest beanng and are stated at their ongtnal invorced value reduced by appropriate allowances
for estimated irrecoverable amounts

Cash and cash equivalents
Cash and cash equivalents compnse cash at bank and in hand and shert-term deposits with a matunty of three months or less
Bank overdrafts are included in cash ond cash equivalenis only to the extent that the Group has the nght of sel-off

Trade and other payables
Trade poyables on normat terms are not interest bearning and are stated at onginal invoiced amount

Denvative inancial instruments

Denvative inanciol nstruments are inmally recorded of cost and then for reporting purposes re-measured 1o farr value of subsequent

balonce sheet dotes. Changes in the fair value of denvaiive financial instruments that are designated and effeciive as cash flow hedges of -
forecast tronsactions, or are designated and effective as far value hedges, are recogrised directly in equity Amounts deferred in this way

are recognised in the income statement in the same penod in which the hedged firm commitments or forecast ransachions are recogrised

in the income statement

Changes in the farr value of dervaiive financial instruments that do not qualify for hedge accounting are recognised in the income statement
as they anse Hedge accounting 1s discontinued when the hedging insirument expires or is sold, terminated or exercised, or no longer
qualiies for hedge accounting At that poind in ime, any cumulative gain or loss, on the hedging instrument recognised in equity, Is refamed
there unhl the forecast transachion occwrs If o hedged transaction 1s no longer expected to occur the nel cumulative gain or loss recognised
In equity Is transferred to the iIncome statement for the pernod

Inventories

Finished goods and work-in-progress are valued at weighted average cost on afirstin first out basis, including appropnate labour costs
and other overheads Raw matenals and bought in finished goods are volued at purchase price All inventones ore reduced to net
realisable value where lower than cost Proviston is made for obsolete, slow moving ond defective items where appropnate

Provisions

Provisions are recogmsed when the Group has a present obhgation as a resull of a past event, and 11 1s probably that the Group will be
required 1o seftie that obligation Provisions are measured at the Direcfors’ best esimate of the expenditure required to seftle the obligaiion
at the bolance sheet date and are discounted to present value where the effect s mateniol

Leasing actvity
The Graup offers cusiomers the option to finance lease assets Where shese transactions are entered into, the lease debt 1s subsequently
sold to a finance instiution At this stage profit on sale of the lease debl is recognised as 6 financing item within investment income

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

Non-curren! assels held for sale

Non-current assets classifted os held for sale are measured at the lower of carrying amount and farr value less costs 1o sell Non-current
assets are classdied as held for sale il ther carrying amount will be recovered ihrough a sale transaction rather than through continuing
use This condiion is regarded as met only when the sole 1s highly probable and the assetis available for mmediate sale in its present
condifion This 15 anly when management 1s commitied 1o the sale and the asset i1s expected 1o be sold within one year

Share-based paymenis

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

date of grant is calculated using a pricing medel and the corresponding expense 1s recognised over the vesiing penicd A vesiing the

cumulative expense 1s adjusted to take into account the number of awards actually vesting as a resull of survivorship and where this reflecis
non-market-based performance condimons '
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Notes to the report and accounts
continued

2 Pnncpal accounting policies continved

Employee benefits

The Group has both defined benefit and defined coniribution pension schemes For the defined benefit plan, based on the advice of a
qualified independent actuary at each balance sheet date and using the projected unit method, the emplovers’ portion of past and current
service cost s charged 1o operating profit with the interesi cosl, nel of expected return on assets in the plan, reported as a financing item
Actuanal gains or losses are recognised direcily in equity such that the balance sheet reflects the scheme s surplus or deficit as al the
balance sheet doife

Contributions to defined contribution plans are charged to operating profit as they become payable An accrual 1s mamntained for paid
holiday enhitlements which have been accrued by employees during a penod but not taken duning that period

Employee share trusts

Employee share trusts, which hold ordinary shares of the Company in connection with certain share schemes, are consolidated info the
financial statements where the Company conirols the Irust Any consideralion pard to the frusts for the purchase of the Company's own
shares 1s shown as ¢ movemnent in shareholders’ equity

Taxahon
Current fax, including UK corporation fax and foreign tax, 1s provided af amounts expected to be paid (or recovered) using the fax rates
and laws that have been enacted or substannively enacted by the balance sheet date

Deferred taxation 1s accounted for using the balance sheet lrability method in respect of temporary differences ansing from differences
between the carrying amount of assets and liabilties in the financial statements and the corresponding tax bases used in computahon

of taxable profil Deferred tax liabilikes are recogmised for oll taxable temporary differences except in respect of Investments n subsidiaries
where the Group 15 able 1o control the reversal of the temporary difference and it 1s probable that the temporary difference will not reverse
in the foreseeable future

Deferred tax assets are recogmised to the extent that ihs probable that future taxable profit will be avallable ogainst which the lemporary
difference can be utthsed Therr carrying amouni 1s reviewed at each balance sheet date on the same basis

Deferred tox 1s measured on an undiscounted basis, and at the tax rates that are expected 1o apply In the peniods in which the asset or
hability 1s settled It is recogmsed in the Income statement except when i relates to items credited or charged directly to equity, in which case
the deferred tax 1s also dealt with in equity Deferred 1ax assets and habilities are offset when they relate to income taxes levied by the same
taxaton authonty and when the Group intends to setile ifs current tax assets and habilities on a net basis

Foreign currencies

The Group presents its financial stalements in Sterling because this is the currency in its primary operating environment Batance sheel
items of subsidiary undertakings whose functional currency is not Sterling are translated into Sterling at the year-end rates of exchange
Inceme statement nems and the cash flows of subsidiary underiokings are translated at the average rates for the year Exchange
differences on the transiation of subsidiary epening net assets at closing rates of exchange and the differences anising between the
translation of profits at average and closing exchange rates are recorded as movements in the currency franslation reserve

Transactions denomingted i foreign currencies are translated into Sterling at rates prevailing at the dates of the ndwidual transachons
Foreign currency monetary ossels and habilities ore fransloted at the rates prevaling ot the balance sheet date Exchange gains and losses
ansing are charged or credited to the income statement within operaling cosis Foreign currency non-monelary amounts are iranslated

al rates prevailing ot the time of establishing the fair value of the asset or hability

Dividends
Dwvidends are recognised as a habilty in the period in which the shareholders’ ight to receve payment has been established
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Overview

2 Pnnapal accounting policies continued

Business review

Governance

Key sources of estimation uncertainty and cniical accounting judgements
In applying the Group’s accounting policies the Directors are required o make judgements, estimates and assumphions Aclual results
may differ from these estmates The Group's key nsks are set out in the Business review and give rise to the fallowing esttmations and
judgements which are disclosed within the relevant note to the Report and Accounts

» Goodwill valuation and impairment — see note 12
* Long-term contract outcome — see note 18
 Refirement benefil scheme valuation - see noie 28

Financial statements

3 Revenue
An analysis of the Group’s revenue Is as follows
2010 2009
£000 £000
Revenue from supply of products and services 380,124 346,917
Investment Income 1,091 1,192
Total revenue 381,215 348,109

4 Operating segments

The Group's business i1s supplying producis and services 1o the education sector The Group's operating segments are Learning

Technologies which includes US and Asia Pacific operations Education Resources and Assessment and Data Services These segmenis
are the basis on which the Group reporis its pnmary segment information Further details of products and services provided by each
segment are given in the Business review QOur Business Resulls of overseas operations are included below on the basis of the nature

of the producis and services prowded

The following disclosure shows the result and iolal assets of these segments

Segmental result

Assessment

Ltearning £ducation and Dato

Technelogies Resources Services Total
£000 £600 £000 £000

2010
Revenue 273,950 83,288 22,886 380124
Adjusted operating profit* 9,326 7746 2,796 19,868
Investment income [note 7) 1,09
Finance costs (note 8) (1,321)
Adjusted profit before tox* 19,638
Armorhsation of acquisihon related intangible assets {1,273)
Exceptional costs relating to curtallment of BSF programme 1,474)
Exceptional pension credit 7056
Armortisation of acquisition related infangible assets - associate (28)
Profit before tax 23,919
Graup profit before tax 23,880
Share of assoaate resylt 39
Profit before tax 23919

* Before amorhsahion of acquisition related inangible assels exceptional costs relating fo the curtailment of the BSF progromme and on exceplional pension credit on

the Group s defined benefit pension scheme shawn net of related costs (200§ amortisation of acquisition related intongible assets and acquisition infegration costs)
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Notes to the report and accounts
continued

4 QOperahng segments continued

Assessment

Learning Education ond Dalo
Technologes Resources Services Toiql
{Restated) (Reslated) [Restated) {Restated)
£000 £000 £000 £000

2009

Revenue 263,699 63,881 19,337 346,917
Adjusted operating profit* 8,037 7072 2,556 17,665
Invesiment income [note 7} 1,192
Finance costs (note 8) 1947}
Adusted profit before tax* 17,910
Amortisation of acquisition related intangible assets [1,483)
Acquisiion integrahon costs 89)
Amortisation of acquisition related intangible assels ~ associate 19
Profd before tax 16,319
Group profit before tax 16,316
Share of associate result 3
Profil before tax 16,319

* Before omoriischon of acquisthon related intangible assels excephional costs refating to the curtotimeny of the BSF progromme  and an excepitonal pension credit on
the Group s defined benefit pension scheme shown net of reloted costs 12009 amortisation of acquestiion related intangible assets and acquisiton integration costs)

Comparative prior year segmental results have been restated to reflect certain chonges to the measurement of their performance Changes
include the movement of £1 0m of investment ncome from previously stated dwsional profit o investiment income which ahgns segmental
profit with adjusted operating profit, and a bosis change for the allocalion of corporate costs between segments iwhich reduces adjusted
operaling profit of Learming Technologies by £1 2m and increases adjusted operating profit of Education Resources and Assessment and
Data Services by £0 8m and £0 4m respectively}

Segmental assets
Segmental assets include all assels excep! for tox balances and cash and cash equivalenis which are shown as non-segmental balances

Assessment
Learning Education ond Dala
Technologles Resaurces Services Total
£000 £000 £000 £000
2010
Total assets
- Segmental 1,146 63,579 1,355 186,080
— Other 19.550
205,630
2009
Total assets
—Segmental 103,532 60,088 6,190 169.810
- Other 18,524
188,334

The Group’s operations are predominotely located in the Uniled Kingdom, with operations also inthe United States of Amenca, indio and
Australio The Group sells to the markets of these countries and also the European, North American Asian and Australasion continents
Revenues of £49 6rn (2009 £41 5m) were earned on non-UK sales and nclude RM Learning Technologies sales of £34 Om (2009 £30 7m}
largety n the United Stotes of America, £14 3m (2009 £10 8m) of RM Education Resources sales largely in Europe and £1 3m {2009 £nlj

of RM Assessment and Data Services sales fargely in Europe
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5 Profit from operafions
Profil 1s stated afier charging/lcrediting)

Finanaal statements

2010 2009
£000 £000
Depreciation of property, plant and equipment
~ charged in cost of sales 4,27 6,148
- charged in operoling expenses 3,283 2,83
7,554 8,331
Amortisation
- other intangible assets 1,180 914
—acquisilion related intang ible assets — associate [see analysis below) 28 28
- acquisthon related intangible assets 1,273 1,483
2,481 2,425
Adrinistralive expenses 21,724 20,024
Amortisation of acquisition related intangible assets 1,273 1,483
Excephonal costs relating to curtallment of BSF programme 1,474 -
Exceptional pension credit {7.056) -
Acquisihon infegrafion cosis - 89
Total administrative expense 17,415 21,596
Redundancy costs 1,097 -
Write off of capitalised bid costs 377 -
Excephonal costs relating to curtailment of BSF programme 1.474 -
Curtailment gain [7,267) -
Cost related fo pension consuliation exercise n -
Exceptional pension credit {7.056) -
Research and development costs 12,404 13,731
Profit on sale of properly plant end equipment {322} 1499)
Loss on disposal of intangible assets - 123
Staff costs [see note 6] 19.931 132,165
Operating lease expense 6,586 5,336
Foreign exchange loss 64 18
Building Schools for the Future
—non-excephional bid cosis 1,966 3,882
— operating profit {2,263) 11,315)
- net (income)/expendiure {297) 2567
Movement in stock obsolescence provision 297 474
Movemenl in rade recevables impairment provision 585 331
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Notes to the report and accounts
continued

5 Profit from operations continued

The Group undertakes a programme of research and developrment, in which advancement of technical knowledge and innovative solutions
are used to substanhally improve the performance of product areas, 1o develop new producis related lo exsiing markets and to enhonce
access o potental new markets During the penods reporied the Group has reviewed its research and development expendilure cgainst
the cnienia outlined in the Accounting Policies No matenal expenditure Is considered to have met the capitalisahon cniterio Consequently
capitalised research and development expenditure 1s £nil (2009 £nil)

Auditors’ remuneration

2010 2009
£000 £000
Fees payable 1o the Company’s auditor and its associates for
- The audit of the Company’s annual accounts 9 13
—The gudit of the Company’s subsidiaries, pursuant fo legisiation 273 269
282 282
Fees payable to the Company’s auditor and its associates for other non-audit services
- Review of the intenm financiat statements 18 18
— Other services pursuant io legisiation 33 2
51 20
Fees payable in respect of the audit of the defined benelit pension scheme 7 7
340 309

A descriphion of the work of the Audit Commitee 1s set out in thexr report and includes an explanation of how auditor objectmty and
independence Is safeguarded when non-audit services are provided by the ouditors

é Staff costs
The average monthly number of persons (including Executive Directors and temporary employees] employed by the Group dunng the
year was s follows

2000 2009
Number Number
Employed Employed
Research and development, producis and services 2356 2,091
Markefing and sales 381 321
Corporate services 327 299
2,864 2.

Therr aggregate employment costs compnsed
2010 2009
£000 £000
Wages and salanes 102,706 96,97
Social secunty costs 8,497 7904
Other pension costs 23N 6,269
Share-hased payment charge — equity settled 1417 1,021
119,931 12,065

There are no staff (2009 nil} employed by the Company
Information in refation to the Directors’ remuneration 1s shown in the Remuneration Report

Note 27 contains detarls of the share-based payments 1o employees, including share ophons, co-invesiment schemes, deferred bonus
ond stoff-share schemes

An accrualis maintained for employees holiday entitlements which have accrued to them but have not been token ot the penod end
As at 30 September 2010 the accrual stood at £1 5m (2009 £12m)
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7 Investment Income

2010 2009
£000 £000
Bank tnterest 92 226
income from sale of finance lease debt 795 622
Other finance income 204 344
1,091 1,192
8 Finance cosis
2010 2009
£000 £000
Interest on bank overdrafts and loans 627 464
Interest on loan notes 64 67
Net finance costs on defined benefit pension scheme 630 416
1,3 947
9 Tax '
alincome statement
Analysis of tax charged in income statement
2010 2009
£000 £000
Current taxation
UK corporation tax 4,185 3,558
Adjustment 1n respect of pnor years 1620) {995)
Overseas tax — current year {374) [ALL
Total current tax 3,19 3,674
Deferred taxation
Temporary differences 2,49 {3n)
Ad\ustment in respect of prior yeors 78 {2)
Total deferred tax 2,569 (313]
Total Income statement tax charge 5,760 3,361

In addiion to the amount charged to the tncorne statement, £2,209,000 of tax hos been credited to equity through the Statement of
comprehensive Income {2009 £3,924,000) The amount compnses a tax credit on the equity component of share-based payments of
£57.000 (2009 charge of £28,0001, a fax charge on a net Investment hedge of £66 000 (2009 £131,000), a fax credit on actuarial gans
ond losses of £2,216,000 (2009 £4,083,000 and a tox credit of £2,000 on other balances

Further analysis of the Group’s deferred tax assets and liabilifies 1s shown in the followtng tables
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Notes to the report and accounts
continued

9 Tax continued
b} Reconcikation to standard UK tax rate

The difference between the total tax shown above and the amount calculated by applving the stondard rate of UK corporation tax to the
profit on ordinary activities before tax s as follows

2000 2009
£000 £000
Profit on ordmary actviltes before tax 23,919 16,319
Tax ot 28% (2009 28% thereon 6,697 4,569
Effects of
- mpact of change in tax rate on carried forword deferred fax asset 165 -
- other expenses not deductible for tax purposes 340 296
— other temporary hming differences 335 144
- research and development tax credit — current year (890) {680}
- research and development tax credit — prior penod adjustment (548) 1672)
- effect of (losses|/profits in vanous averseas tax jurisdiclions {345) 30
- pror penod adpustments — other 6 1326}
Tax 5,760 3,36

¢} Effective tax rate

The Group's effective tax rate of 23 4% 12009 21 3%} has been calculated exduding the iImpact of amortisation of acquisition related
infangible assets, exceptional costs relating to the curtalment of the BSF programme, and an exceptional pension credit on the Group's
defined benefit pension scheme shown net of related costs (2009 amortisation of acquisihion related intangible assels and acquisthon
integration costs) from profil before tax

2010 2009

Adijusted Adjustments Total Adjusted Adjustments Total

£000 £000 £000 £000 £000 £000

Profit before tax 19,638 4,281 23,919 17910 (159) 16,319
Tax charge/(crect) 4,602 1,158 5,760 3,809 448} 3361
Effective rate 234% 270% 241% 213% 282% 20 6%

The lox rate on adjusted profit for 2010 benefited by 2 8% {2009 3 7% from finalising pnior year research and development tax credits
and would have been 26 2%12009 25 0%} without this benefit

The tax charge on adjustmenis to profit of £1 158,000 includes a deferred tax charge of £2,035,000 on the exceplional pension credit,

a current tax credt of £472,000 on other excephonal costs (2009 Both £nil), a deferred tax credit of £328,000 and a current tax credit

of £47.000 on the amorlisaton of acquisition related iIntangible assels (2009 deferred tax credit £371 000, current tax credit £77,0001

and a deferred lax credit of £30,000 relating to the future change in the LK corporate tax rale to 27% (200% £nil) Deferred tax has been
recognised on acquisthon related intangibles af the rate applicable in the unsdictton in which they anse This results in the tox rate on the
amorhsation differing from the standard UK rate of corpeoration tax
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9 Tax continved
d) Deferred tax

The following are the major deferred tax assets and habilties recognised by the Group and movements thereon dunng the current
and prior reporting yeor

Retrement Short term Acquisihion

Accelerated benefit Share-bosed timing related
lax depreqation obligations payment diferences  intangible assets Total
£000 £000 £000 £000 £000 £000
At October 2008 1,129 157 839 612 ,288) 1,449
Credit/{chargel to ncome 142 660} (4] 455 aso 33
Credit/Ichargel to equity - 4,083 190} - - 3,893
Acquistion of subsidianes in the year - - - 5 484) {479)
At 1 QOctober 2009 12N 3.580 645 1072 1392 5176
[Chargel/credit fo tncome [195) 12,454) (75) (203) 358 {2,569)
Credit/{charge) to equity - 2,216 10 - (8] 2,218
Al 30 September 2010 1,076 3,342 580 869 1,042) 4,825

tn addition 1o the deferred tax credit of £10,000 to equity on share bosed payments (2009 charge of £190,000), there is a current tax crect
to equity of £47,000 (2009 £31,000] for the current tax deduction avallable upon the exercise of equity setfled remuneration Therefore the

tolat credit to equity on share based payment charges included wathin the Statement of comprehensive income 1s £57,000 (2009 charge
of £159,000)

Deferred tax assels have been recognised at the rate which has been substantively enacled at balance date In the UK this 15 the standard

rate of corporation tax which from 1 Apnl 201 will reduce from 28% to 27% This reduction in rate has resulted in a credit to deferred tax
of £164,000

Certain deferred tax assets and licbilihes have been offset above The fellowing analysis shows the deferred tax balances before offset,
as shown in the balance sheet

2010 2009
£000 £000

Deferred tax assets 4,859 5,227
Deferred tax labilties 134} {51)
4,825 5176

At the balance sheet dote, the Group has unused tax losses of £300,000(2009 £300,000) which are available for offset against fulure

profits A deferred tax assel has not been recogmsed in respect of any of this amount due to uncertainty surrounding 1he future use of these
losses (2009 £nil]

No deferred tox hability i1s recognised on temporary differences of £390,000 (2009 £265,000) relating to the unremitted earnings of

overseos subsidianes as the Group is able to control the timings of the reversal of these temporary differences and it 1s probable that they
will not reverse in the foreseeable future

e Tox ossets/habilities

Corporation fox balances are offset when there 1s a legally enforceable night to sef off current tax assels against current tax lgbiliies
The followang 1s an analysis of the current tax assets and habilities for financial reporiing purposes

2010 7009
£000 £000

Current tax assets 877 -
Current tax habilihes (1.878) 11,3201
{1.00Y} (1,320}
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10 Earmings per ordinary share
The calculation of basic and diluted earnings per ordinary share 1s shown below As explained in nole 1, earnings per share have atso
been presented

Basic earnings per ordinary share

2010 2009
Weighled Weighted
average overage
Profit number Profit numbser
afier lox of shores Pence after iax of shares Pence
£000 o0 pet shore £000 000 per share
Basic earnings per ordinary share 18,159 92121 197 92,408 12,958 140
Eiect of adjusiments” 13,123) - 134) - 1143 13
Adjusted basic earnings per ordinary share* 15,036 92,121 163 92,408 14,101 153
Diluted earnings per ordinary share
2000 2009
Weighted Weighted
averoge average
Profit number Profir number
after tax of shores Pence atter lox of shares Pence
£000 000 per share £000 000 per share
Basic earnings per ordinary share 18,159 92,121 197 92,408 12958 140
Effect of dilutive potennal ordinary shares
share oplicns - 92 - 240 - -
Diluted earnings per ordinary share 18,159 92,213 197 92,648 12,958 140
tffect of adjusiments* {3,123) - (3 4) - 1,143 12
Adjusted diluted earnings per ordinary share* 15,036 92,213 163 92,648 14101 152

During 2010 and 2009 the Group benefited from finalising claims in respect of prior year UK Research and Development tax credits
The following basic earnings per share workings show this impaci

2010 2009
Weighted Watghted
averoge average
Profit number Profit number
after tox of shares Pence after fax of shares Pence
£000 000 per share £000 000 per share
Basic earnings per ordinary share 18,159 92,121 197 12,958 ©2.408 40
Effect of prior year Research and
Development fax credit benefils (548) - {0 6) 672) - {07
Basic earnings per ordinary share before
effect of pnor year Research and
Development tax credit benefits 17,61 92,121 191 12,286 92,408 133
Effect of other adjustments® {3,123) - (134) 1,143 - 12

Adusted basic earnings per ordinary share
befare effect of prior year Research and
Development tox credit benefiis” 14,488 92121 157 13,429 92,408 145

* Adjustments made lo profit after tox are explained withn the sncome sfatement

1 Dwvidends
Amounts recogmsed as distributions to equily holders in the year
2010 2009
£000 £000
Finat dwidend for the year ended 30 September 2009 of 4 85p (2008 4 55p) per share 4,492 4,206
Intenm dividend for the year ended 30 September 2010 of 1 39p (2009 1 32p) per share 1,272 1.219
5.764 5425

The proposed fina! dvidend of 5 25p per share was approved by the Board on 19 November 2010 The dvidend 1s subject o appraval by
sharehoiders at the Annuat Generol Meeling and the expected cost of £4 8m has not been included as a liahility as at 30 Seplember 2010
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12 Goodwill

£000
Cost
At 10October 2008 32131
Addtions 3,894
Exchange differences )
Change in eshmated loan notes payable {177
Change in eshmated deferred consideration poyable {32)
Resiatement of provisional farr values {40}
Al Oclober 2009 36,287
Exchange differences 270
Change in estimated deferred consideration payable 132
At 30 September 2010 36,689
Accumuloted impairment losses
A1 Cctober 2008, 1 Ociober 2009 ond 30 September 2010 (2,469)
Carrying amount
At 30 September 2010 34,220
At 30 September 2009 33,818

Goodwill acquired in a business combination 1s allocated, af 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

2010 2009
£000 £000

Learning Technologies
- Europe 5978 5,978
- Urited States 1,70 1,680
- Res! of World 2,225 1,976
Learning Technologies 9,904 9,634
Assessment and Data Services 2,956 2956
Educahon Resources 21,360 21,228
34,220 33,818

The Group tests goedwill annually for impairment or more frequently if there are indications that goodwill might be imparred

The recoverable amounts of the CGUs are determined from value in use calculations The key assumptions for the value in use calculations
are those regarding the discount rates ond growth rates Management eshmates discount rates using pre-lax rates that reflect current

market assessments of the ime value of money and the nsks specific 1o the CGUs The rate used 1o discount the forecast cash flows is10%
{2009 15%] for all cash generating units The growth rates are based on internal growth forecasts of between 3% and 8% (2009 3% and 12%)

The Group prepares cash flow forecasts derived from the most recent financial forecasis approved by the management for the nexi three
years and extrapolates cash flows for the following twa years based on forecost growth rates of the CGU's The terminal rofe used for the

value In use calculotion s 3% 12009 3%)

RM plc
Annuol report ond occounts 2000

75




Notes 1o the report and accounts
confinued

13 Intangible assets

Acquisshon related intangible assels

intellectual
property & Other
Customer database software
relahonships Bronds assets Sub-tolol assets* Total
£000 £000 £000 £000 £000 £000

Group
Cost
At1 October 2008 4,349 1,080 1071 6,600 18,352 24952
Additions - - - - 1,398 1,398
Exchange differences 66 yd| {65) 22 5 73
Acquired on acquisthion of subsidiary/business
combination 756 364 381 1,501 - 1,500
Disposals - - - - (5001 {500}
At 1 Oclober 2009 51N 1,465 1,487 8123 15,301 27424
Addihons - - 8 8§ 1,517 1525
Transfer from property, plont and equipment - - - - 277 277
Exchange differences 2 3 - 24 20 44
Change n eshmated deferred consideration payable {50 - - (50l - 150]
Disposals — — - - (30] {30}
At 30 Septerber 2010 5142 1,468 1,495 8,105 21,085 29190
Amorlisation
Al l October 2008 1,198 208 253 1,659 1610 17,769
Charge for the year 1,005 225 253 1,483 914 2,397
On disposals - - - - (377} (377)
At 1 Oclober 2009 2,203 433 506 3,42 16,647 19.789
Charge for the year 842 183 228 1.273 1180 2,453
Transfer from property, plant and equipment - - - - 89 89
Exchange differences - - - - - 13 13
On disposals - - - - {30) {30]
At 30 September 2010 3,065 616 734 4,415 17,899 22,314
Carrying amount
At 30 September 2010 2,077 852 761 3,690 3,186 6,876
At 30 September 2009 2,968 1,032 981 4981 2,654 7635

* Purchased and internally developed soltware assels amounted 1o nel book values of £0 9 milion and £2 3 mifhon respectively {2009 £12 mithon and £1 5 milhon}
This included respective additions of £0 4 mdlion and £11 mithon (2009 £0 4 milion and £0 % million)
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14 Property, plant and equipment
The movement in the year was as follows

freehold Short

iond and leasehold Plant ond Computer

buitdings Improvements equipment eguipment Vehicles Total

£000 £000 £000 £000 £000 £000

Group
Cost
At1 October 2008 - 2,847 7677 41,523 6,691 58,738
Addiions - 124 855 4,896 2,010 7885
Acquired on acquisihion of subsidianes/
business combinations 27 190 15 401 633
Assets reclassified from held for sale 2803 - - - - 2,803
Transfer - (8§ 22 N4} - -
Exchange differences - 35 93 197 52 377
Disposals - {53) {(art (7942) 1,949) {10,415)
Al October 2009 2,803 2972 8,366 38,675 7205 60,021
Addihons 14 937 1,256 3,490 2,103 1,800
Transfer to iIntangible assets - - - (27 - 1277)
Exchange differences - k]| (49} 161 24 167
Disposals - - {224 1221 i1444) 11,889)
At 30 Septernber 2010 2,817 3,940 9,349 41,828 7888 65,822
Accumulated deprecahion
At October 2008 - 1,699 5.512 28,808 2,837 38,856
Charge tor the year na4 187 a3 5,513 1,704 8,33
On assets reclossified from held for sale 223 - - - - 223
Transfer - {4 4 - - -
Exchange differences - N 58 151 16 236
Eliminated on disposals — 16) 1377 (7080) (1,483} 18,946)
A1 October 2009 337 1887 6,010 27392 3,074 38,700
Charge for the year 124 296 851 4,34 1,945 7554
Transfer to mtangible assets - - - (89) - {89
Exchange differences - 24 84 132 ) 231
Eliminated on disposals - - {212) {168] (1,248) (1,628}
Al 30 September 2010 458 2,207 6,733 3,608 3,762 44,768
Carrying smount
At 30 September 2010 2,359 1,733 2,616 10,220 4126 21,054
A1 30 September 2009 2,466 1,085 2,356 11,283 413 21,321

Non-current assets held for sale

In 2008 the Group reclossified a bullding owned by Education Resaurces company TTS Group td, to held-for-sale The buillding which
15 used by TTS Group Ltd for warehousing and offices was actively marketed for sale dunng 2008 bul was not sold tn 2009, the Group
deterrruned fo conlinue occupation and therefore re-instated the bullding to Property, plont and equipment In doing so, depreciation

had been recogrised from the point of transier
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15 Investment in subsidiary undertakings

All principal subsidiaries of the Group are involved in the education market and are consohidated into the financial stalements

At 30 September 2010 these were as follows

Country of Proportion of voting
Princlpol actmry incorporation  rights and shares held
AMI Educahon Solutions tid Software, services and systems England 100%
Caz Software Pty Ltd* Software, services and systems Austrahig 100%
Computrac LLC* Software, services and systems USA 100%
DACTA lid Resource supply Englond 100%
Isis Concepts Lid Resource supply England 100%
RM Asia-Paafic Pty Lid Seftware, services and systems Australia 100%
RM Data Solutions Ltd Deta analysis and reporting England 100%
RM Education ple Software, services and systems England 100%
RM Educational Sofiware Inc Software UsA 100%
RM Education Solutions India Pvt Lid* Software and Corporate Services Incia 100%
SpaceKraft Lid Resource supply England 100%
775 Group Ud Resource supply Englond 100%
First Hand Technology Lid Resource supply Englond 100%
* Held ihrough subsidiary underiaking
In the Company, equity iInvestments in subsidiary undertakings are held at cost less provision for impairment
comribi?ug:u-i
Investment in share-based
share capiial poyments Lean Totak
£000 £000 £000 £000
Company
Cost
At1 October 2008 55,826 4,698 7077 67,601
Acquistion of subsidianes 2,575 - - 2,575
Increase in mvestment in subsidiary company 2,003 - - 2,003
Repayment of capital following inter-group restructuning 14,714} - - 4,714}
Decrease in farr value of issuable loan notes and deferred consideration (209 - - 12091
Share-based payments - 1,00 - 1,021
At} October 2009 45,481 5719 7077 58,277
Repayment of capital following inter-group restructuring {410) - - (410
Decrease n fair value of 1ssuable loan notes and deferred consideranon 132 - - 132
Share-based paymenis - 1,417 - 1,417
At 30 September 2010 45,203 7136 7077 59,41
Impairment
At 1 October 2008 and 1 October 2009 13,484) - - [3.484)
Impairment in cost of investment of subsidiary 292} - - {292}
At 30 Seplember 2010 (3.776) - - 13,776)
Carrying value
At 30 September 2010 41427 7136 7077 55,640
At 30 September 2009 41997 5719 7077 54,793

toans 1o subsidiary undertakings are not repayable in the foreseeable future
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16 Interests in assoqates
The Group’s associates af 30 September 2010 are os follows

Finanaiat statements

Mostrecent Country of Proporton of voling

year end incorporation  nights ond shares held %

Inclusive Group Lid 30 june 2010 England 25%
Summary financial information for associates accounted for under the equity methad extracted on a100% basss from a consalidation

of Inclusive Group Ltd for the year ended 30 June 2010

2010 2009

£000 £000

Revenues 5947 5,510

Profit 309 64

Total assels 1,150 1813

Total icbiimes (760) 1027)

Net assets 390 786

At 30 September 2010 the Group's inferests in associates was stated af £1,013,000 (2009 £967,0001 being the Inclusive purchase price of

£1,014,000 less the Group's share of post-investment loss of £1,000(2009 loss of £47.000)

17 Inventories

2010 7009
£000 £000
Group
Components 9,461 7101
Work in progress 193 182
Finished goods 15,425 12 622
25,079 19,905
18 Long-term contracts
The following disclosure relates fo long-term contracis accounted for under the principles of IAS 1 Construchon conlracts and related
hnkage 10 1A5 18 Revenue These contracts do not represent the Group's only long-durahion business
2010 2009
£000 £000
Group
Contracts in progress at the balance sheet date
Controct cost incurred plus recognised profits less recognised losses to date 358,466 269,640
Less progress billings {345,151) {256,418)
13,315 13,222
Amounts due from coniract customers included in trade and other receivables 13,856 13,222
Amounts due from conirac! customers included in trade and other payables (541) -
13,315 13,222

Total revenue recognised from long-term contracts amounted to £90 5 million [2009 £78 4 mullion)

Al 30 September 2010 £0 7 million (2009 £0 3 mullion) amounts due from contract customers are due for seftlement after more than

12 months

tong-term contract ouicome - estimation uncertainty

The Group's long-term coniracis represent a significant part of the Group's business As a result of the accounting for these contracts,
as outhned in note 2 1 1s necessary for the Directors to assess the outcome of each contract and also estimate future costs and revenues
{0 estoblish ulimale contract profitobility Profit1s then recogrused based on these judgements and therefore depending on the maturity

of the coniract portiolic a greater or lesser propartion of Group profit will anse from long-term contracis
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19 Trade and other recewvables

Group Cormnpany
2010 2009 2010 2009
£000 £000 £000 £000

Current
Financial ossels
Trade recevables 75,076 64,826 - -
Long-term contract balances [Note 18) 13,856 13,222 - -
Other recevables 1914 1,302 83 -
Denwvative financial instruments forword foreign exchange contracts 73 160 - -
Accrued income 1636 1173 - -
Amounis owed by subsidiary underiokings - - 10,020 16,826

92,555 80,683 10,108 16,826
Non financial assets
Prepayments 5,283 5481 - . -

G7.838 86,164 10,108 16,826
Currency profile of recevables
Sterling 88,899 759N 10,108 16,826
Us Dollar 510 7,583 - -
Euro 1870 2,030 - -
Australion Dollar 1154 406 - -
New Zealand Dollar - 8 - _
Danish Krona 455 - - —
Indian Rupee 350 166 - -

97.838 86,164 10,108 16,826

The Directors consider that the carrying amount of irade and other recevables approximates therr forr value

The average credit period taken on sales of goods 15 46 days (2009 49 days) An allowance has been made for estimated irrecoverable

amounts of frade recevables of £10 million (2009 £0 5 million) based on manogement's knowledge of the customer, externally avallable
information and expected poyment likelihood This allowonce has been determined by reference to specific recevable balances and past
defauli expernience New customers are subjectfo credit checks using third-party databases pnor to orders being accepted

Analysis of type of customer

2010 2009
£000 £000
Group
Governmeni customers 56,251 56 501
Commercial customers 18,825 8325
75,076 64,826
Analysis of allowance for estimated irrecoverable amounts of trode recevables
2010 2009
£000 £000
Group
At 1 October 523 239
Charge fo income siatement 585 kX))
Uthised {84) 147
At 30 Seplember 1,024 523
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19 Trade ond other recevables continued
hgeing of frade recevables

Business review

Governance

Financal statements

2010 2009
£000 £000

Group
Nesher impaired nor past due 45,632 44918
Not impaired but overdue by less than 60 days 23,800 14,644
Not mpaired but overdue by between 60 and 90 days 2,753 2499
Not impaired but overdue by more than 90 days 3,885 3163
Impaired 29 125
Allowance for estimated trrecoverable amounts ,024) 1523)
75076 64,826

Included within trade recewables are £6 7 mullion {2009 £2 7 mulhion) of receivables relating to finance lease debt owaiting sale lo a
financial instifuhon, which completed shortly after the balance sheet date Upon sale the margin implicit will be recegnised as a financing

ftern within investment income

Allmpaired receivables are overdue by more than 90 days

20 Trade and other payables

Group Company
2010 2009 2010 2009
£000 £000 £000 £000
Current
Financial habilies
Trade payables 34,379 77239 - -
Amounts due to subsidiary undertakings - - 10 10
Other 1axation and social secunty 12,34 10,202 - -
Other payables - other 2,780 3,067 - -
Dernvatve financial instruments
Forward foreign exchange contracts 73 - - -
Interest rafe swap 189 61 - -
Accruals 30,623 29.2V7 6 47
Long-term contract balances [Note 18} 541 - - -
Loan notes 1,379 2,220 475 1,215
Deferred considerahon 195 1535 195 1,535
82,500 73,571 686 2802
Non financial labilihes
Deferred income 24,054 23,258 - -
106,554 96,829 686 2,802
Non-current
Financal habilies
Other payables — deferred consideration 195 585 195 585
Loan notes - 1,386 - -
19% 1,971 195 585
Non finoncial habilites
Deferred ncome
- due ofter one year but within two years 3,014 3,840 - -
- due after two years but within five years 2,633 1.843 - -
- due ofter five years 76 - - -
5918 7654 195 585
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20 Trade ond other payables continued
The currency profile of payables 1s shown below

Group Company

2010 2009 2010 2009
£000 £000 £000 £000

Currency profile of payobles
Sterlng 99 595 93,507 881 3,387
US Doltar 8,799 9,077 - -
Austrahan Dollar 1,328 1,353 - -
Euro 2371 78 - -
New Zealond Dollar 22 39 - -
Indian Rupee 357 429 - -
N2,472 104,483 881 3,387

Trade payables and accruals principally comprnise amounts outstanding for frade purchases and ongoing cosis The average credit period
taken for trade purchases 1s 40 days {2009 36 days} The Companies Act 2006 requires creditor days to be calculated using the year end
trade creditors balance as a rafic of expenditure in the year However due fo the Group's seasonality, average creditor days are considered
by management to give a better reflection of the Group s payment profite Creditor days calculated in accordance with the Comparntes Act
I1s 49 days (2009 37 days)

The Birectors consider that the carrying amount of trade and other payables approximates to their far value
Following the re-estimation of amounts payabte, calculated based on the performance of historic acguisihons, the Group settied £2,161,000
of loan notes and £1,680,000 of deferred consideration during the year Loan notes are not secured on assets of the Group and are

repayable subject to the performance condifions relating o the acquisition being met

The matunty profile of payables I1s presented below

Group Company
2010 2009 2010 2009
£000 £000 £000 £000
Matunity profite of payables
— due within one year 106,554 96,829 686 2,802
— due affer one year but within two years 3,209 7654 195 585
- due gfter two years but within five years 2,633 - - -
- due after five years 76 - - -
12472 104,483 881 3,387
21 hinancial nstruments
Carrying of financial assets and financial liabidities
Group Company
2009
2010 Restated) 2010 2009
Notes £000 £000 £000 £000
Financial assets
Trade and other recewvables 19 92,555 80,683 10,108 16,826
Cash and cash equivalents 13,814 13,297 - -
106,369 93,980 10,108 16,826

All financiol assets are classified us loans and recevables except for the forward foreign exchange coniract of £73,000 {2009 £160,0001
which 1s classified as af fair value through profit or loss

The Directors consider that the carrying amount of finoncial assets approximates thei foir volue

82 RM plc
Annual report and accounts 2010




Overview Business review Governance Financial statements

21 Financial instruments continued

Group Company
2009

2010 {Restated) 2010 2009
Notes £000 £000 £000 £000

Financial habilimes
Trade ond other payables (current) 20 82500 73.5M1 686 2,802
Trade and other payables inon current) 20 195 197 195 585
Bank loans 1,507 8,281 - -
94,202 83,823 83 3,387

Al finanaal kabilities are clossified as finanaal habihttes of amortised cost except for the forward foreign exchange contract of £73,000
{2009 £ndlwhich is classified as at farr value through profit or loss and the interest rate swap of £189000 (2009 £6) 000) which is
designated and effective as a cash flow hedge

Prepayments of £5,481,000 ¢nd deferred income of £28,943,000 have been reclassified fram financial assets to non financial assets
and financial kabilities to non financial kabiltes respectively as disclosed in the prior year o better reflect the nature of the balances

The main rnisks ansing from the Group's financial assets and habilihes are market nsk [foreign currency nsk and interest rate risk),
credit nsk and kquidity risk The Board reviews and agrees policies on a regular basis for managing the nisks associated with these
assets and habilties

115, and has been throughout the period under review, the Group’s policy that no trading in inanaalinstruments shall be undertaken
and the Group does not hold or 1ssue derivative financial instruments for speculotive purposes

Forexgn currency risk

al Translation

The Group has operations in Australig, the United Stales of America and India and frades within Europe, hence exposing the Group

to foreign exchange risk on non-Sterling assets, habiliies and cosh flows The Group's acquisihion borrowing facility includes an eamount
of £6,568,000 ($10,350,000) denominated in US dellars and also long-term inter-group loans denominated in US dollars and Australion
doliars ond the Group applies net investment hedging to these balances

The Group also maintains foreign currency denominated cash accounts, but only holds batances required to setile its payables

b) Transachon

Cperalions are also subject 1o foreign exchange nsk from transactions 1n currencies other than thewr functional currency, and once
recogrused, the revaluation of foreign currency denominated assels and habilites Principally, this relates to tronsactions ansing in US
dollars and Indtan Rupees Specifically, the Group purchases significant amounts of its components in US dollars and operating costs
in the Group’s subsidiary RM Education Selutions India are in Indion Rupees

in order to manoge these nsks the Group enfers into derivotive transachions in the form of forward foreign currency contracts To manage
the US dollar to Sterling nisk, the ferward foreign currency contracts are designed to cover 80-90% of forecast currency denominated
purchases and the contracts are renewed on a revolving basis of approximately three months To manage the Indion Rupee fo Sterling
nisk, the contracts are designed to cover 70% of forecast Rupee cosis and are renewed on a revolng basis of approumately six months

At the balance sheet date, jola! notional amount of outstanding forward foreign exchange contracts that the Group has commitied
to are as below

2010 2009
Nominal Fatr Normingt Foir value
value value value gains
£000 £000 £000 £000
Forward foreign currency exchange contracls 10,709 - 5893 160

The fair value of the dervaiive financial instrumenis is estimated by discounting the {uture contracted coshflow, using readily available
market data and represenis o level 2 measurement in the fair value hierarchy under IFRS 7 These fairvalue gains/llosses) are included
within Trade and other recewvables or Trade and other payables

RM plc 8 3
Annual repor! and accounts 2010




Notes fo the report and accounts
confinued

21 hinanaal instruments confinued

These instruments have not been designated as effective hedges in accordance with IAS 39 Financial instruments Changes in the fair value
of currency instruments amounting o £0 2 million have therefore been debited (2009 £0 2 millien credit]) 1o Income Commercially effective
hedges may confinue to lead 1o income staternent volahlity in the future

cl Foretgn exchange rate sensitivity

The following table details how the Group’s income and equity would increase/{decrease) if there was a 10% Increase in the amouni of the
respective currency which could be purchased with £1 Sterling lassuming all other vanables remain constant), for example from $1 57 £1to
$173 £1at the balance sheet date The sensimity analysis includes only outstanding foreign currency denominated monelary tems and
ad|usts therr franslation at the year end for a 10% change in foreign currency rates and 1s shown after considering the tmpact of the Group’s
foreign exchange forward contracts and net investment hedge posihons A posifive number indicates an increase in profit and equiy where
Sterling strengthens 10% against the refevant currency For a 10% weakening of Sterling against the relevant currency, there would be
comparable impact on the profit and equity and the balances below would be negative

2010 2009
Incoma Equity Income Equity
sensitivity sensitvity sensitivily sensitvity
£000 £000 £000 £000

10% increase in foresgn exchange rates aganst stering

Us Dollar 335 432 {235) (264)
Australian Dollar 16 (80) 124 b6
Indian Rupee 1 {356) 4 18)
Euro 46 {108) - -
Other [39) {33) {38} (28

In management’s opinion, the sensiivily analysis 1s unrepresentative of the inherent foreign exchange risk as the year end exposure does
not reflect the exposure during the year The Group has operations in the United States of Amenco, Australio and India ond frades in Europe
and 1s consequently exposed to tronslation and translation nisks in the underlying currencies of these territones The Group also purchases
a substanhal proporhon of inventory denominated in US Dollars and 1s exposed to foreign exchange risks on these purchases

Interest rate nisk

The only significant mterest bearing financial assets held by the Group are cash and cash equivalents which compnse cash held by the
Group and Company and short-term bank deposiis with an onginal matunty of three months or less Surplus sterhing balances are invested
in the money market, or with financial nstiiutions on maturing terms from within 24 hours up to a penod of three menths with interest
earned based on the relevant national inter-bank rotes available at the ime of investing During the year, the average cash and cash
equivalents was £0 7m (2009 £4 6m), and the maximum bank overdraft was £26 8m (2009 £19 3m), exduding amounts drawn under

the acqutsihion facility The interest and currency profile of cash and cash equivalents 1s shown below

2010 2009
Floating Interest Floating Interest

rcte free Total rote free Total
£000 £000 £000 £000 £000 £000
Sterling 2,405 5,830 8,235 4,333 1,489 5,822
Us Dollar 455 2,976 3430 1,73 3,758 5,489
Australien Dollar 26 910 936 86 922 1,008
Euro 325 350 675 179 53 232
Danish Krona - 99 99 - nz 7
indian Rupee 201 221 422 495 m 606
New Zealand Dollar - 16 16 - 22 22
South African Rand - - - - 1 1
342 10,402 13,814 6,824 6,473 13297

The Group s inferesi bearing financia! icbiities are loan notes and an acqusitton facility A working capital overdrafi faalily has been used
during the year but was not drawn-down at 30 September Loan noles 1ssued on acquisitions carry interest inked to national inter-bank
rates Theinlerest rate risk on these instruments 1s not considered significant
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21 Finanaal insfruments continued

interest payable on the acquisition facihity 1s hnked, normally on a quarterly basis to either national imter-bank rates or HSBC base

rates, with the chosen rate being af the Group’s discretion On 13 July 2009 the Group entered into a US$10,000,000 interes! rate swap
coniract maturing in July 2012 fo sell a proportion of this floating rate hability in exchange for a quartery settled fixed rate hability of 2 03%
The hability fair value of this contract at 30 Seplember 2010 hos been designated as on effechive hedge against outstanding US Dollar
borrowings on ihe acquisihon facility The loss ansing of £126 000 {2009 £61,000] has been included n the hedging reserve

In addition a commitment fee and £01 million arrangement fee are also payable, spread on a quarterly basis over the duration of the facility

The weighted average effectve interest rates at the balance sheet date were as follows

2010 2009
) Weighted Weighted
Footing average Floating averoge
rate interest rate rate Inferest rate
£000 % £000 %
Finanaial assets
Cash and cash equivalents 13.814 030 13,297 120
Financial kabilities
Bank loans (1,507} 125 18,281} 232
Issued loan notes 11,379] 512 13,606} 512
Net funds 928 1,40
Deferred consideration [390) - (2,120} -
Net funds less deferred consideration 538 {710}
Interes! rate nsk sensitvity {assurming all other vanables reman constant}
2010 2009
Income Equity Income Equaty
sensihvity sansliivity sensitivity sensitivity
£000 £000 £000 £000
1% increcse In Inferest rates 34 34 47 47
1% decrease in inferest rates (34} (34) 147) {47}

Credit risk

The Group's principal financial asseis are bank balonces and trade and other receivables The Group's credit nsk is prirmanly attnbutable
to its trade recevables Credit checks are performed on new customers and before credit imits are increased The amounts presented
in the balance sheet are nel of allowances for doubiful recewables

The credd nsk on iquid funds and derivahve financial instrumenits 1s imited becouse the counterparties are banks with high credit-rahngs
assigned by international credit-rating agencies The Group has no significant concentration of credit nsk, with exposure spread over
a large number of counterparties and customers and in the majority, ulhmately backed by Government institutions

The Group's maximum exposure to credit nisk at 30 September 2010 1s £106 4 mullion 12009 £94 0 mifion) The Group does not hold
any collateral

Liquidity risk

Cash 1s managed to ensure that sufficient hquid funds are available with a vanety of counterparties, through short-, medwm- and
long-terrn cash flow forecashng

The Group meets 11s seasonal working capitol requirements through overdraft facilites At 30 September 2010 none of these facilifies were
drawn-down {2009 £nil} The Group has an annual unsecured overdraft facility of $39 5 million iset of @ mirimum of £25 million) with HSBC,
which was renewed on 18 November 2010 In addition to the HSBC working capital factities, the Group also has a £3 milhon working capital
tacilny with Barclays Bank which 1s reviewed annually each March These fociliies combined give £28 million of working capital funding

The Group clso has a committed acquisiion borrowing faciy of £25 milhion with HSBC which expires in July 2013 Al 30 September 2010
£1 5 million of this facility was drawn down (30 September 2009 £8 3 milion), with the increase in the year being used to fund the
payment of loan noles and defersed consideration (note 20] The drawn down facility of £11 5 million comprises £4 9 million in Sterling
and £6 6 milhon in US dollars (310 4 mullion) The facility can be repaid before expiry, ot the discretion of the Group
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21 Finanaal instruments continued
Capital nsk managerment
The Group manages capifal employed os shareholders’ equity less net funds less deferred consideration

2010 2009
£000 £000

Group

Shareholders’ equity 66,145 60,824

Less net funds less deferred consideration [538) o

Capital employed 65,607 61.534

At the balance sheet date the Group had borrowings under the acquisition faciity The Group also utiised faciities to finance its seasonal
working capital requirements although none were drawn at 30 September 2010

The financiol covenants relating to the acquisihon faclity are reviewed regularly by management and reported quarterly to HSBC

The covenants conlain measurements against net debt, which 1s to be less than 2 5 imes earnings before interest, 1ax, depreciation and
amorhsation {EBITDA} and net debt interest, which 1s to be less than 0 25 tmes EBITDA Based onthe results for 2010 and management's
plan for 2011 and subsequent years, there 1s adeguate headroom over these covenont measures

The Group's nisk management policies, including financral and market risks, are explained in the Audit Commitiee Report

22 Provisions

Redundarcy Dilaprdation

prowvision prowsion Total

£000 £000 £000

A11October 2008 - 488 488
Increase In provision - 61 61
Change in provisional fair value adjusiments on acquisition of subsidiary - 40 40
A110ciober 2009 - 589 589
Increase In provision 536 201 737
Uthsation of provision - ma) nmz
At 30 September 2010 536 678 1,214

The Company has £nil provision at 30 September 2010 (2009 £nil)

Dilapidation provisions relate to amounts held for dilaprdation rectificahion on property lease contracts and are expected to be ulihsed over
the remaining iives {3 7 years on average) of the leases

Redundancy provisions relate 1o employee related costs ansing due to the curtaiiment of the BSF programme and are all expected fo be
utihised during the following finanaol penod

The above balances reconcile to the balance as follows

2010 2009
£000 £000

Current provision 536 -
Non-current provision 678 589
1,214 589
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23 Share copital
Authonised ordinary shares of 2p each
2000 2009
Number Numnber
000 £000 000 £000
125,000 2,500 125,000 2,500
Allotted, calted-up and fully paid ordinary shares of 2p each
Number
000 £000
At 1 October 2008 93,083 1,863
Issued on options 89 -
At1 October 2009 93172 1,863
Issued on options 248 5
At 30 September 2010 93,420 1,868

248,439 (2009 88,900} ordinary shares of 2p each were allotted in the year, for consideration of £198,000 {2009 £91,000)

The Company has the authonty fo repurchase 9,31761 shares (2009 9,309,471} ond repurchased nil shares during the year (2009 nilt

The Company has one class of ordinary shares which carnes no nght to fixed income

24 Qwn shares

The RM plc Employee Share Trust [EST} was established in March 2003 1o hedge the future obligations of the Group in respect of shares
awarded under the RM plc Co-Investment Plan, RM plc Performance Share Ptan and Deferred bonus plen The trustee of the EST,

Comnputershare Trusiees {C ) }d, purchases the Company's ordinary shores in fhe open market with inanang provided by the Company,
as required, on the basis of regular reviews of the antiapated share-based payment habilihes of the Group The £5T 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 wawver of dwvdends may

be revoked or vaned at any tme

Cos?

Number £000
Al October 2008 72307 1323
Acquired in penod 805,856 1,207
Disposed on exercise of co-investment plan and deferred bonus plan (755,294} 1284)
A1 October 2009 773,679 1,246
Acquired in pertod 1941 697 3213
Disposed on exerase of co-mvestiment plon and deferred bonus plon 409,026} 1654)
At 30 Seplember 2010 2,306,350 3,805

These shares are shown al weighted average cost within equity in the Company balance sheet

In addihon fo the £3 2m (2009 £12m) purchase of own-shares held, afurther £0 2m (2009 £01m) wos spent on awn-shares during the
year in respect of the Group s ebligations under the RM plc Staff Share Scheme [note 28} These shares are for the benefit of employees
and are not shown in the Groups balance sheet The fotal amount spent on own shares was therefore £3 4m (2009 £13m)
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25 Commitments
a} Operaiing leases
The Group leases cerlain assels under operaing leases and recognised expenses in the year of

2010 2009
£000 £000
Minimum lease payments under operating leases recognised as an expense in the year 6,586 5,336

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

2010 2009

£600 £000

Within one year 4,560 4,197
In the second to fifth years indlusive 13,182 13,061
Alter five years 7,034 7170

Operating lecse payments represent rentals payable by the Group for certain of its office properties and include the period up to the first
break clause of the lease The terms of these leases are subject to renegohation on an average ferm of 3 7 years {2009 3 2 years) and
rentals are fixed for an average of 4 9 years (2009 40 years) if all nghis of renewals within the operating leases are included, the leases
have an average term of 11 2 years (2009 91years]

Minimum expected sub-lease payments receivable, untif earliest termination, are £l (2009 £01millien)

b) Capital commiiments
The Group has the following capital expenditure commitments

2010 2009
£000 £000
Contracied for but not provided for 3,518 1969

26 Guarantees and contingent habiliies

a) Guarantees

The Company hos entered info guarantees relating to the performance and habilities of its subsidiaries” major contracis The Directors are
not aware of any crcumstances that have given nise to any hobilily under such guarantees and consider the possibility of any ansing to be
remote A farrvalue of £nili2009 £nil) has been applied to these guarantees

b] Contingent lhabilihies

The Group has provided performance guarantees and indemnihies relaling to performance bonds and letters of credit Issued by ifs banks

an its behalf, In the ordinary course of business The Directors are not aware of any circumstances that have given nise o any hability under
such guarantees and indemnilies and consider the possibility of any ansing fo be remote A fair value of £nd {2009 £nif) has been applied
to these guarantees and indemniies

¢| Resinicled cash
A balance of £96,000 of restricted cash s held within cash and cash equivalents This represenis a guarantee that has been provided
on renfal premises and the Directors are not expecting the restricted cash lo become payable
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27 share-based payments

The Group cperates a number of executive and employee equily settled share-bosed payment schemes including co-investmeni plans,
performance share plans and deferred bonus plans, share options ond staff share schemes The farr values of these schemes have been
assessed using Block-Scholes and Monte-Carlo models, as appropnate to the scheme, at the date of grant The fair values of the schemes
are expensed over the penod between grant and vesting

Share-based payment awards exercised in the year disclosed in the statement of changes in equity represents the impact on Retained
earnings of releasing the fair value charge accrued under IFRS 2 Share-based Payment, which for the co-investment scheme and deferred
bonus scheme 15 partially maiched by the refease of own-shares held

a) Employee share option schemes

The Group has i place share option schemes which 1ssue options over shares in the Company Ophons are exerasable at a price equal

to the average quoted market price of the Company’s shares over a 5 working day period up to the date of grant The vesting penod for
options is three years There are various perfarmance conditons attaching to share option grants, including EPS related condihons [f the
options remain unexercised after a period of 10 years from the date of grant, the ophons expire Options are forfeited if the employee leaves
the Group before the ophons vest

Details of share options outstanding duning the year are as follows

Weighted

Nember of average Exercise

share npllon; exercise prﬁ:g price mng:

Outstanding ot 1 October 2008 5,451,513 296 072-762
Granfed dunng the perniod 761,000 . 161
Lapsed during the period (1,654,210) 363
Exercised during the period 188,900} 104

Ouistanding at  October 2009 4,469,403 253 072762
Granted during the penod 647000 165
Lapsed durning the period 11,042,764) 534
Exercised during the peried {248,439] 080

Quistanding at 30 September 2010 3,825,200 172 079-2 05

The options outstanding at 30 September 2010 had a weighted average contractual hfe of 6 ¢ years (2009 & 0 years)

Included within the above balances are options over 62,700 shares (2009 1,015,077 shares) for which a charge has not been recognised
in accordance with IFRS 2 as the oplions were granted on or before 7 November 2002

In the year fo 30 September 2010, options were grented on 2 December 2009 {2009 3 December 2008, 18 February 2009 and 26 May 2009}
The estimated fair value of the options granted 1s £0 29 per option, (2009 £0 31 per aphion for 3 December 2008, £0 35 per ophon for

18 February 2009 and £0 36 per ophon for 26 May 2009) These farr values are determined using a Black-Schotes model and are charged
to ncome evenly over the vesting penod Inputs to the model are os follows

2 December 26 May 18 February 3 December

2009 2009 2009 2008

Share price af grant 172 174 176 158
Exercise price 165 170 174 159
Expecied volatility 23% 31% 30% 30%
Expected life 5 yeors 5 years 5 years 5years
Risk free rate 27% 2 6% 25% 30%
Expected dividends 36% 34% 33% 37%

Expected volohiity was determined by calcutoting the histonic volatility of the Company s share price over the previous five years
The expecied Ife used in the model has been adjusted based on management’s best estimate for the effects of non-transferability,
exercise restnehions and behavioural considerations
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27 share-based payments continued

b) Co-investment plans

The Group has n place ce-investment plans for the remuneration of senior management Plan parficipants commit shares worth up to
33% of their base salary which are matched by the Group with up to three matching shares per committed share provided subject to
vanous veshing condihons, iIncluding EPS and total shareholder return conditions The vesting perted for the plon is three years If the vesting
conditiens are not met or the particpants 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 of

matching Market price

shares on grant
Qutstanding at 1 October 2008 2,845,176

Granted during the pertod 1,411,632 £147
Lapsed during the period 1222,042)
Exerased during the penod {1,229,202)
Outstanding at 1 October 2009 2,805,564
Lapsed dunng the penod (946,206}
Exerased during the pernod {284,928
Outstanding at 30 September 2010 1,574,430

The wesghted average market price at the date of vesting of co-investment matching shares dunng the yearwas £159 (2009 £148)
The plans outstanding at 30 September 2010 had a weighted average contractual life of 09 years 12009 13 years)

In the year to 30 September 2010 no co-invesiment nghts were granted (2009 16 Decernber 2008 with EPS fair vale of £0 37 and TSR fair
value of £0 50 per committed sharel On 1 November 2009, as disclosed within the Remuneration Report within the Group's 2009 Report
and Accounts, the Remuneration Committee used its discretion to waive the share price underpin performance condiion in relation to the
EPS proportion of the award on the plan granted in December 2007 and vesting in December 2009 Under IFRS 2 Share-based Payment,
ihis has been trealed as a modification of the award and an addiienal far vatue of £1 48 per EPS committed share was added to the
charge for this plan The fair value was calculated using a Monte-Carle model and the resultant charge recorded to income in the year

In March 2003 the Company established the RM plc Share Trust to hedge the future obhgations of the Group in respec! of shares awarded
under the RM plc Co-Investment Plan The frustees pencdically purchase shares on the open market using funds provided by the Group
These shares are used fo hedge the estimated ghility but until vesting represent own shares held - see note 24

¢) Performance share plans

Dunng the year the Company introduced a performance share plan {to replace the co-investment plan) for the remuneration of senior
manogement Plan participonts are normally aworded shares worth up {0 100% of therr base salary which are subject fo various vesting
conditions, including EPS and total shareholder return conditions The veshing period for the plan s three years if the vesting condifions are

not met or the participonts leave the Group's employment then the award lapses Details of performance share plan shares durning the year
ore included below

Maximum
number of
awarded Market price
shares on gronl
Cuistanding ai 1 October 2009 _
Granted durning the penod 1704728 nn
Lapsed dunng the penod {150,583)
Exercised dunng the period -
Outstanding at 30 September 2010 1,554,145

The plan outstanding at 30 September 2010 had a weighted average contraciual iife of 2 4 years
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27 Share-based payments continued
¢) Performaonce share plans conithued

In the year to 30 September 2010 performance share plan nghis were granled on 4 March 2010 The far values are determined using
Monte-Carlo models which give £0 63 per share for EPS vesting conditions and for TSR vesting condiiens, £0 32 per share and are
charged o income evenly over the vesting period with adjustrnents made for non-market based vesting conditions Inputs fo the models

are as follows

4 March 2010
EPS TSR
Share pnice at grant 171 171
Exercise price Nil Nil
Expected life 3 years 3years
Expected dwidends 36% 36%

The expected life used in the mode! has been adjusted based on mancgement's best estimate, for the effects of non-transferabiity

and exercise restrictions

Comparator company volatility 1s assessed using annudlised, dasly historic TSR growth assessed over a period prior to the date of grant
that corresponds to the performance penod of three years The company correlation uses mstonc parwise correlahions of the companies

over a three year period The forr value of the TSR element is based en @ large number of stochastic projections of Company and

comparator TSR

In order {o hedge the Group's hability to provide shares i the Company under the performance shore plans the trustees penodically
purchase shares on the open market using funds provided by the Group These shares are used to hedge the estmated liability but untit

veshing represent own shares held - see note 24

d) Deferred bonus plon

The Group has in 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 pernod Any unvested shares will lapse
immediately if the Executive Director ceases 1o be an employee of the Group In circurnstances where they would not be considered to be

a "good leaver” under the rutes of the plan

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

Market price

Number of on sethng Market price

bonus shares entitlement on gront

Outstonding at 1 October 2008 238,577 - -

Granted durning the perod in relation to 2008 64,050 £158 £147

Restricted stock award granted 137,363 £182 £167

Bonus award granted 60,830 £148 211N
Released during the pericd 40 6861
Lapsed during the peniod {3,220)
Outstanding at 1 October 2009 156,914

Granled dunng the peniod in relation to 2009 87,533 £163 £159
Released durning the period (124,098)
Lopsed during the period 470)
Qutstanding ot 30 September 2010 319,879

The number of shares cutstanding at 30 September 2010 had o weighted averoge contractual life of 12 years (2009 19 years)
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27 Share based paymenis continued

d) Deferred bonus plan conhnued

In the year to 30 September 2010 an award was granied under the deferred benus plan on 15 December 2009 (2009 16 December 2008,
9 January 2009 being a one-off restricted stock award and 30 January 2009 being a one-off bonus award) The estimated farr value of the
grant1s £1 51 per bonus share 2009 £1 34 per bonus share, £1 52 per bonus share and £1 56 per bonus share respecively! This fair value
I1s determined using o Black-Scholes model and chorged fo income evenly over the vesting penod adjusted for expected survivorship
Inputs to the model ore as follows

15 December 30 January ¢ Januery 16 December

2009 2009 2009 2008

Share price at grant £159 £f17 7167 Fr47
Exercise price Nil Nl Nil Nil
Expected life 3years 3years 3 years 3years
Risk free rate 20% 20% 21% 26%
Expected dnidends 39% 34% 35% 40%

The expected life used i1n the model has been adjusted based on management's best estmate, for the effects of non-transferability,
exercise restrichions and behavioural considerahons

In order to hedge the Group's iability fo previde shares in the Company under the deferred bonus plans the trustees penodically purchase
shares on the open market using funds provided by the Group These shares are used to hedge the estimaled habibity but unhl veshing
represent own shares held - see nole 24

e) Staff share schemes

The RM plc 2002 Staff Share Scheme annually grants shares in RM plc fo almaost all employees The shares vest to the employees after
a minimum of three years, but normally ofter five years The scheme 1s an HMRC approved employee share scheme constituted under
a trust deed ond was infroduced to replace the RML Staff Share Scheme

In the year to 30 September 2010 staff shares were granted on 26 March 2010 (2009 23 March 2009) The farr value of the shares granted
i1s equal to the market volue of £172 per share (2009 £1 65 per share] The expected life used in the model has been set at three years
being the minimum vesting period

At grant the Trustees of the scherne purchase shares on the open market and hold these in frust on behaif of the employees The schemes
hold the following shares in RM plc

Welghted

Number of qaverage Cost

shores £000

RM plc 2002 Staff Share Scheme 429,282 747
RML Staff Share Scheme 1,361 1
At 1 October 2008 430,643 748
Purchased 84,910 139
Vested 137.934) (9
RM plc 2002 Staff Share Scheme 477,619 796
RML Staff Share Scheme 1,361 ]
At Cctober 2009 478,980 797
Purchased 86,510 149
Vested {41,856} 189)
RM plc 2002 Staff Share Scheme 522,273 856
RML Staff Share Scheme 1,361 1
At 30 September 2010 523,634 857

These shares are held for the benefit of staff and are therefore not consoldoted into the Group or Company balance sheels
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27 share based payments continued

Performance conditions - estimahon uncerainty

Assigning a fair value charge to share-based payments requires eshmation of the number of nstruments which are likely to vest and,

for non-market based performance condiions, continuing reassessment of these estimates |

28 Retirement benefit schemes

Defined contribution schemes

The Group operates or coniribules to a number of defined coninbution schemes for the benefit of qualfying employees in is subsidiary
companies The assets of these schemes are held separalely from those of the Group The total cost charged 1o iIncome of £4 3 mulhion
12009 £3 7 million] represents contributions payable to these schemes by the Group at rales specafied n employment contracts As at

30 September 2010 £0 4 miflion (2009 £0 3 mithon) due n respect of the current reporting penod had not been paid over to the schemes

Defined benefit scheme

The Group operates one defined benefil pension scheme the Research Machines plc 1988 Pension Scheme The scheme prowides benefit
to qualifying employees and former employees of RM Education ple, 3T Productions Ltd and Softease lid, but was closed to new members
with effect from 1 Jonuary 2003 Following the formation of RM Education’s frading dvision Lightbex Education, 3T Productions Ltd and
Softease Lid ceased fo have any qualifying employees in the scheme, with staff moving to the employment of RM Education ple Under

the scheme employees are entitled to retirement benefits of 1/60th of final salary for each qualfying year en atlainment of reftrement

age of 60 or 65 years and additonal benefits based on the value of ndividua! accounts No other post-retirement benefits are provided
The scheme Is @ funded scheme

The assets of the scheme are held separately from those of the Group in a Irustee-adminisiered fund

The mosl recent acluarial valuation of plan assels and the present value of the defined benefit abhgation were carned out for stalutory
{funding purposes at 31 May 2009 by a qualified Independent actuary 1AS 19 Employee Benefits liabilities have been rolled forward based
on this vafuatien s base data Plan assets are measured af bid-price al 30 September 2010 The present value of the defined berefit
obligation and the related current service cost was measured using the projected uni credit method

In concluding the 31 May 2009 tnennial valuation the Group undertook o strategic rewiew of the pension benefits offered to employees

As part of this review, active members of the Scheme were consulted over a proposal fo lower the cap applied 1o therr pension contnbution
salaries from 5 0% to 2 5% per annum and an increase 1n the amount they contnbute inormally wa salary sacnfice) for this benefit by 1%

of pension contribution salary Members agreed to the proposals and following conclusion of the consultation on 1 5eptember 2010 benehis
were amended The result of lowering the cap was a £7 3m reduction in 145 19 Employee Benefits abiliies, which is shown as a credit

n the income siatement net of £0 2m costs relofing to the exercise The roll forward for 1AS 19 Employee Benefids and the trennial valuation
iabiiies at 31 May 2009 include the impact of the cap reduction

As a1 31 May 2009, taking into account the tmpact of the contnbution salary cap reduchon 1o 2 5% per annum, the tnenmal valuahon for
statutory funding purposes showed a deficit of £16 6 million (31 May 2006 £12 7 milion) The Group agreed with the Scheme Trustees to
repay this amount wvia deficit catch up payments of £1 7 million per annum until 31 May 2017

The cost of fulure provision, on o valuation bosis as a percentage of pension contribuhion salary, 1s 19 0% for Normal Retirement Age 60
2009 209%, 2006 214%, 2003 20 4%) and 13 0% for Normal Retirement Age 65 {2009 151%, 2006 15 3%, 2003 131%) The costs post
2006 and pre 2010 iake into account the benefit of the implernentation of the earlier contnbution salary cap at 5% per annum

The UK Government has recently announced that i will switch from using the Retar! Prices index to the Consumer Prices Index for setting
mimmum requirements for increasing pensions in poyment and for revaluing deferred benefits from defined benefit accupational pension
schemes The Direclors have obtained legat opinion on adophion of the changes and have determined that at ths stage 1t 1s unclear how
the amending legisiation will be introduced and further details will be needed from the Government before the Company and Scheme
Trustees can take action As a result the benefits at 30 September 2010 continue to be valued in ine with Retail Price Inflalion The impact
of any change will be reviewed subsequent to further information becorning available and is ikely 1o resull In @ reduction to liabilities

at that date
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28 Retirernent benefit schemes conhnued
1A5 19 valuation
Defined benefil pension scheme charges/icredds) recognised in income are as follows

2010 2009

£000 £000

Current service cost, recagnised within operating profil 3,247 2,579
Curlaiiment gain 17.267) -
Operating lincomel/charge (4,020 2,579
Interest cost 576 5,200
Expected return on scheme assels (5,086) {4,784)
Expense recogmsed within finance cost 630 416
{3,390) 2,995

Ofthe £3 2m (2009 £2 6m current service cosl, £17m {2009 £16m}is included in cost of sales and £1 5m {2009 £10m}in operaling
expenses

The amount included within the balonce sheet ansing from the Group’s obligations in respect of its deftned benefit scheme, and the
expected rate of refurn on scheme assets are as follows

2010 2009

% £000 % £000
Equities 720% 5109 720% 46,585
Bonds 390% 51,183 400% 43,295
Total far value of scheme assets 102,292 89,880
Present value of defined benefit obligahions M4,672) {102,666
Deficit in scheme and liobility recognised in balonce sheet 12,380 112,786)
Relaled deferred tax asset 3,342 3,580
Net pension defict {9,038) {9,206]

The actual return on scheme assels in the year was a gain of £8 8 millon (2009 gain of £9 3 mition) The expected refurn on scheme
equity assels 1s based upon the expected oul-performance of equihes over government bonds over the long term and ncludes an
allowance for future expenses The bond rate Is based on the addition of a nisk loading to the long term risk free rate of return and also
mciudes an allowance for fulure expenses

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

2010 2009
£000 £000

Actuanal gans and tlosses) (7.913) 13,482
Expenence gains and (losses) - (1,300}
[2913) 114,582}

Cumulative actuanal gains and losses recognised in the statement of recognised income and expense since 1 October 2004 are losses
of £22 7m (2009 losses of £14 8m)
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28 Retwernent benefit schemes continued

Key assumptions used

2010 2009
Rate of ncrease in salaries 240% 350%
Rate of increase of pensions in payment 320% 300%
Rate of increase of pensions in deferment 320% 300%
Discount rate 530% 560%
Inflation assumphion 325% 300%

Mortalty assumptions have been updated to ahgn with the assumptions used in the tnennial valuation and are the SAPS 03 Normal year
of birth, medium cohort fables with a 1% mortality improvement underpin (2009 PA 92 medium cohort tables) These give average hfe
expectoncies as follows

2010 2009
Male Fermale Male Female
Pensioner member age 65 {current life expectancy) 23 241 218 247
Non-pensioner member age 45 lIife expectancy at 65) 232 260 230 258
Movements in fair value of scheme assets were as follows
2010 2009
£000 £000
A1 October 89,880 76,244
Expected return on scheme assets 5086 4784
Actuanal gains and (losses) - actual return less expected return 3,695 4,540
Contnbunions from sponsaring companies
~1in respect of current service cost 3.247 2,579
- In excess of current service cost 1,682 2,773
4929 5,352
Contnibuhons from scheme members 18 24
Benefits paid {1,318) 11,064}
At 30 September 102,292 89,880
Movements in fair value of defined benefit obligahons were as follows
2010 2000
£000 £000
A1 October 102,666 76,805
Current service cosis 3,247 2,579
Past service cost not yet recognised in balance sheet - -
Exceptional credit from lowenng inflation cap 1o 2 5% per onnum {7.267) -
Interest cost 576 5,200
Contnbutions from scheme members 18 24
Actuanal [gains) and losses 1,608 19,122
Benefits paid (1,316) 1,064)
At 30 September 114,672 102 666

Costs of £0 2 million have been oifset against the excephonal credit within the income stalement, baing the costs of the sirategic review
and consultahon exerase
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28 Relrement benefit schermnes coniinued
The history of expenence adjustments 1s as follows

2010 2009 2008 2007 2004
Difference between expected and actual refurn on scheme
assels
—amount {£000) 3,695 4 540 {1589 1102 2,025
- as a percentage of scheme assels 1% 5% (201% 1% 3%
Expenence gamns and (losses) on scheme liabiliies
- amount {£000) - {1,100} - - 1813
- as a percentage of scheme habilities - 1% - - 2%

The amounts of contributions expected to be paid to the scheme during the financial year ending 30 September 2011 are approximalely
£49 million

Defined benefit pension parameters

The defined benefit pension scheme accounting entries require a number of estimates to be made including the discount rate applied to
habiliies, the current and past service costs and appropriate moriality assumptions The financial position and performance of the scheme
are sensitive to these parameters owing to the long durahion of the habifities

Sensitivity 1o these assumphons are shown in the 1able below

Increase/

{decrease}

Current In pre-tax deficit

assumphon £000

Discount raie increase of 01% 530% {2,732

Inflation increase of 01% 325% 1,644
1 year additionol life expeciancy SAPS normal with 1% moriality

improvement Wnderpin 2,003

if the above assumptions were decreased by 01%, this would result in an equal and opposite effect on the pre-tax deficit

29 Related party transactions

The remuneratton of the key management personnel of the Group, recognised in the income statement, 1s set out below in aggregate
Key management are defined as the execufive and Non-Execuhive Directors of the Compony and other persons classified as “persons
discharging management responsibility under the rules of the Financial Services Authonty™ Further information about the remuneration
of ndividual directors 1s provided in the audited part of the Remuneration Report

2010 2609
£000 £000

Short-term employee benefits 3,280 2,692
Post-employment benefits 283 214
Other long-term benetits 610 296
Share-based payments 9 15
4,264 3,317

There were no other significant related party transachons which have not been elmenated on consolidation
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29 Related party transactions continued
Transactions between the Company and iis subsidiaries
Alist of the Company’s prncipal subsidiaries 1s sef out in note 15 Transactions with subsidianes retate principally io management

recharges inler-group dividends and interest The table below shows transactions between the Company and its subsidianes impacting
profit for the year

2010 2009
£000 £000
Management recharges 1515} {521)
Net intercompany Interest 525 125
Dvidends received ‘ 4177 12,875

Total ouistanding balances held with subsidiaries are listed 1n notes 19 and 20

The Company also cperates several share-based payment schemes for the benefit of employees of Group componies A farr value charge
of £14 milion (2009 £10 million) for these schemes has been recharged to the employing Group company

30 Subsequent events disclosure
Following a detailed review and consultation with major shareholders, on 20 October 2010 the Board agreed to the change of year end

from 30 September o 30 November for the Company and Group which is applicable to the accounting period beginning 1 October 2010
Further details are given in the business review
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Shareholder information

Financial calendar

Ex-dwidend date for 2010 final dvidend 5 January 201
Record date for 2010 final dvidend 7 January 201
Annual general meeting 17 January 201
Payment of 2010 final dwvidend 4 February 201

Announcement of 201 intenm results May 201
Prelimmary announcement of 201 results*  January/February 2012

* Yeor end s changing from 30 Septernber fo 30 November

Corporate Web site
Information about the Group's activities 1s available from RM at
WWW I COm

Investor information

information for investors 1s avadoble at www rm com/investors
Enquines can be directed to Phit Hemmings, Director of Comorate
Aftarrs at the Group head office address or at phemmings@rm com

Registrars and shareholding information

Shareholders can access the details of their holdings in RM plc

via the Shareholder Services option within the investor section

of the corporate Web site ot www rm com/investors Shareholders
can also make changes fo ther address details and dividend
mandates online

All enquines about indvidual shareholder matters should be

made 1o the Registrars either via email ot ssd@capitaregistrars com
or telephone 0871 664 0300 [calls cos! 10p per minute plus

network extras) To help shareholders, the Capita Web site at

www capilaregistrars com contains a shareholders’ frequently
asked questions section

Electronic communication

Shareholders are able io receive company communication via

emall By registering your emall address, you will receive emails with
a web link to information posted on our Web site This can include
our report and accounts, notice of meefings and other information
we communicate to our shareholders

Electronic communication brings numerous benefits including

s Environmental helping vs reduce our iImpact on the environment

* Secunty your documents cannot be lost in the post or read
by others

« Faster nofification of informaton and updates

» tosy access check your shareholding and account fransactions
online at any ime

= Convemence change your nome, oddress or dvmdend mandate
details onlne

To sign-up to receive e-communications simply go to Capita
Registrars’ Share Parial ot www capitashareportal com and follow
the instruchons

Beneficiat shareholders with ‘information nghts

Please note that beneficial owners of shares who have been
nominated by the registered holders of those shares o receve
information nghts under sechon 1446 of the Companies Act 2006 are
required fo direct all communications to the registered holder of ther
shares rather than to Capita Registrars, or fo the Company directly

Multiple accounts on the shareholder register

If you have received two or more capies of this document, it may

be because there 1s more than one account in your name on the
shareholder register This may be due to ether your name or
address appearing on each account in o shghtly different way

For secunty reasons, Capita will not amalgamate the accounts
withoul your written consent If you would ke to amalgamate your
multiple accounts into one account, please write to Capita Registrars
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Overview Business review

Directors

J P Leighfield Chairman

T Sweeney Chief Executive Officer

I P Mcintosh Chief Financial Officer

RA Sirs Group Managing Director - Educohon Resources
JR Windeler Senior Independent Non-Executve Director

TRP Brnghouse  Independent Non-Executive Director
B Carsberg Independent Non-Executive Director
J Cormnell Independent Non-Executive Director
M J Tominson  Independent Non-Executive Director

Company Secretary
A | Robson

Group head office and registered office
New Mill House

183 Multon Park

Abingdon

Oxfordshure OX34 4SE

United Kingdom

Telephone +44 [0} 8450 700300

Fax +44 (0} 8450 700400

Registered number
RM plc's registered number is 1749877
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Bankers

Barclays Bank PLC

Technelogy & Telecoms Team, Barclays Corporate
United Kingdom House

Ah Floor, 180 Oxford Street

London W1D 1EA

HSBC Bank PLC

Thames Valley Corporate Banking Cenire
Apex Ploza

Reading RG1 1AX,

Audutars

Deloite LLP
Abbots House
Abbey Street
Reading RG1 3BD

Registrors
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Norihern House
Woodsome Park
fenay Bridge
Huddersfield HD8 0GA

Stockbrokers

UBS tnvestment Bonk
1 Finsbury Avenue
london EC2ZM 2PP

Solicrtors

Allen & Overy LLP
One Bishops Square
London E1 6AD
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Five year summary

£000 (except where otherwise sialed} 2006 2007 2008 2009 2010
Revenue 262,310 270,910 289,473 34697 380,124
Operating profit* 12 856 13,495 14,600 17,665 19,868
Profit before tax* 14,597 15,515 16,427 7910 19,638
Profit after tox* 10,489 13,405 11,326 12,958 15,036
Tax rate** 28% 27% 26% 21% 23%
Basic earnings per share® Nép 124p 13 153p 16 3p
Dividends per share** 5Vp 549p 581p 617p 6 64p
Balance sheet

- total equity 42,275 57912 63,287 60,824 66,145
- net cash and cash equivalents 30,092 29.321 17,291 5,06 2,307
- nef funds less deferred consideration 28 505 27,365 1239 oy 538
- capital employed* 13,770 30,547 50,900 61,534 65,607
Operating profit* as a percentage of revenue 49% 50% 50% 51% 52%
Profit before tax* as a percentage of revenue 56% 57% 57% 52% 52%
Average number of employees 2,124 2,230 2,373 2,71 2,864

* Before amorhsotion of acquistion related inlangible assets and other adjustments

** Tax rate as a percentage of profit before amoriisahon of acquisition reloted infangible assets and other gdjusiments

+  As descnbed in nole 211he Group measures capiial employed as shareholders equity less net funds less deferred consideration
++ Paid and proposed
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RM 1s committed to improving the impact s activiies have
on the environment

If you have finished with this report and no longer wish to retain
It, please pass It on 1o other interesied readers, refurn fo RM plc
or dispose of it in your recycled poper wasle thank you

Environmental data tor the production of this document

Eleciricity — 100% renewgble

Paper Fibre - Front section and cover Revive 50750 gloss s 50%
recycled fibre from genuine waste paper and 50% virgin fibre
sourced from FSC certified forests Back section Revive 100
uncoated 1s 100% recycled fibre from genuine waste paper

Ink — 100% vegetable based

Press solvents — fully recyded

Production waste - 99% recycled

Isopropynol Alcohol - less than 4%

Ali production systemns are registered to 15014001 environmental
management system and I509001 quality management system

Designed and produced by The Collage www thecollege uk com
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