
16 September 2008
The ReThink Group plc

(“ReThink Group” or “the Group”)

Interim Results for the six months ended 30 June 2008

Set for further growth for the full year
The Board of The ReThink Group plc, one of the UK’s fastest growing recruitment and technology services businesses, is pleased to announce its unaudited interim results for the six months ended 30 June 2008.
Financial Highlights

· Continued growth in revenue up 63.3% to £20.9m (2007: £12.8m)
· Gross profit increased to £6.7m (2007: £3.5m)

· Operating profit of £592k (2007: £697k) before exceptional listing costs in line with Board expectations.
· Exceptional listing costs of £409k (2007: £nil) from move onto AIM in June 2008.
· Basic earnings per share 0.05p (2007: 0.7p).
Operating Highlights

· Continued growth in IT recruitment services in the first half. 
· Continued strong performance in Technology Services division.
· In construction services revenues lower and costs higher than anticipated 
· Overall increase in staff numbers to 157 (2007: 122). Staff numbers in construction services now reduced from 25 to 10.
Commenting on the results, Jon Butterfield, Managing Director said: 
“The first half of 2008 has been a period of strong organic growth for our IT recruitment business which has been assisted by the successful integration of KeyPower Consultants Limited, which was acquired in December 2007.

We are committed to expanding our portfolio of businesses outside of IT. 
The group opened a new regional office in Leeds under the ReThink Recruitment brand and since establishing the office in June we have already seen this office make a positive contribution. 

A further new office has been opened in Exeter, trading under the Integritas brand. This office is at a very early stage of its development and we will report on progress at the full year.
We have also seen progress in our business and technology consulting business Aiimi and progress is being made to expand our customer base.

 The development of our construction business, ReBuild, required significant investment during the first half of 2008. Due to the rapidly changing nature of the construction sector we have had to focus our efforts on areas within this market that have been less affected by slowing demand.  In doing so, we have had to reduce the headcount in this division and realign the skills of the team that continues to service this market. Consequently, ReBuild is demonstrating slower progress than the board originally envisaged and this division is not expected to achieve the Board’s expectations for the full year. However, we now believe we have the right blend of people and skills and the board expects this division will reach operating breakeven by the end of the current year.
Notwithstanding the rationalisation of the construction division, we continue to expect to see significant improvement in the group’s overall profitability in 2008 compared to 2007.”
Enquiries:

Jon Butterfield, Managing Director
The ReThink Group Plc

07831 593646
Nicola Horton, David Abbott

020 7131 4000
          

Smith & Williamson Corporate Finance Ltd

David Bick         


020 7929 5599

Square1 Consulting Ltd
CHAIRMAN’S STATEMENT

On behalf of the Board of The ReThink Group I am pleased to report the Company’s first interim results as a public company.
The decision to list the Group’s shares on AIM has reflected an underlying confidence within the Group about the prospects for growth of its existing businesses.  We believe that uncertain market conditions can still provide opportunities for growth and consolidation within our target sectors.
The Group has had a positive start to the year with new offices being opened, although we are cautious about certain areas of the business given the current economic climate.

ReBuild has been slower to take off than anticipated, and the current economic climate is exerting considerable pressure on the construction industry. The Board is taking a cautious view and expects that this division will not meet the Board’s expectations for the full year. The Board has taken steps to address this situation, reducing headcount and focusing on areas of the construction sector that are less affected by the current downturn and will be regularly reviewing this initiative.
Despite ReBuild’s slower progress the Board anticipates the Group as a whole will have another successful year.
During the first half of the year the Group has made a significant investment in its IT infrastructure. A new network with enhanced security and support has been developed, and a new IT partner appointed. This now provides the foundation for further development of the Group’s support infrastructure.
Financial Highlights

The Group has seen continued strong organic growth across our divisions with revenue up 63.3% to £20.9m (2007: £12.8m) in the first half, producing a 93% increase in gross profit to £6.7m (2007: £3.5m).

Profit before tax was £80k (2007: £627k), after £409k of exceptional costs relating to the Group’s AIM flotation being charged in the first half.
Flotation costs include costs related to the listing, including Nomad and broker fees, legal fees, due diligence and other associated costs.

The Group’s funding headroom continues to be satisfactory.

The taxation charge reflects the disallowable element relating to these costs.

Basic earnings per share were 0.05p (2007: 0.7p). This is mainly a reflection of the flotation costs charged in the first half and an increase in the number of shares in issue after the AIM listing.
The company is not declaring an interim dividend. It is the board’s intention to pay a final dividend, the level of which will be reviewed at the year end.
The interim unaudited financial statements were approved by the Board of Directors on 15th September 2008.

	CONSOLIDATED INCOME STATEMENT
	
	
	
	

	
	
	
	
	
	

	For the six months ended 30 June 2008
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	Unaudited
	Unaudited
	Audited

	
	
	
	Six months ended
	Six months ended
	Year ended

	
	
	
	30 June
	30 June
	31 December

	
	
	
	2008
	2007
	2007

	 
	 
	Note
	£'000's
	£'000's
	£'000's

	
	
	
	
	
	

	REVENUE
	
	20,904
	12,801
	28,144

	
	
	
	
	
	

	Cost of Sales
	 
	(14,195)
	(9,337)
	(20,223)

	
	
	
	
	
	

	GROSS PROFIT
	
	6,709
	3,464
	7,921

	
	
	
	
	
	

	Administrative expenses
	
	(6,526)
	(2,767)
	(6,613)

	
	
	
	
	
	

	
	Administrative expenses before exceptional listing costs
	 
	(6,117)
	(2,767)
	(6,613)

	
	Exceptional listing costs
	 
	(409)
	-
	-

	
	
	
	
	
	

	
	
	
	
	
	

	PROFIT FROM OPERATIONS
	
	183
	697
	1,308

	
	
	
	
	
	

	
	
	
	
	
	

	
	Profit from operations before exceptional listing costs
	 
	592
	697
	1,308

	
	Exceptional listing costs
	 
	(409)
	-
	-

	
	
	
	
	
	

	Finance costs
	
	(114)
	(75)
	(250)

	Finance income
	 
	11
	5
	9

	
	
	
	
	
	

	PROFIT BEFORE TAXATION
	
	80
	627
	1,067

	Tax expense
	2
	(36)
	(135)
	(230)

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	PROFIT FOR THE PERIOD 
	 
	44
	492
	837

	
	
	
	
	
	

	Attributable to:
	
	
	
	

	
	
	
	
	
	

	Equity shareholders of the parent
	 
	44
	492
	837

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Earnings per share
	
	
	
	

	
	
	
	£
	£
	£

	
	
	
	
	
	

	Basic 
	4
	0.0005
	0.0069
	0.0110

	
	
	
	
	
	

	Diluted
	4
	0.0004
	0.0058
	0.0093

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	All amounts relate to continuing activiities
	
	
	
	

	
	
	
	
	
	


	STATEMENT OF RECOGNISED INCOME AND EXPENSE
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	Unaudited
	Unaudited
	Audited

	
	
	
	Six months ended
	Six months ended
	Year ended

	
	
	
	30 June
	30 June
	31 December

	
	
	
	2008
	2007
	2007

	 
	 
	 
	£'000's
	£'000's
	£'000's

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	PROFIT FOR THE FINANCIAL PERIOD / YEAR
	
	
	44
	492
	837

	
	
	
	
	
	

	TOTAL RECOGNISED INCOME AND EXPENSE FOR THE PERIOD / YEAR
	44
	492
	837

	
	
	
	
	
	

	Attributable to :
	
	
	
	
	

	Equity holders of the parent
	
	
	44
	492
	837


	
	
	
	
	

	CONSOLIDATED BALANCE SHEET
	
	
	
	

	
	
	
	
	

	As at 30 June 2008
	
	
	
	

	
	
	
	
	

	
	
	Unaudited
	Unaudited
	Audited

	
	
	30 June
	30 June
	31 December

	
	
	2008
	2007
	2007

	 
	Note
	£'000's
	£'000's
	£'000's

	
	
	
	
	

	ASSETS
	
	
	
	

	NON-CURRENT ASSETS
	
	
	
	

	Goodwill
	
	678
	-
	702

	Property, plant & equipment
	
	532
	96
	209

	Deferred tax 
	
	-
	-
	95

	 
	 
	1,210
	96
	1,006

	
	
	
	
	

	CURRENT ASSETS
	
	
	
	

	Trade and other receivables
	
	8,215
	5,096
	7,736

	Other current assets
	
	839
	289
	609

	Cash and cash equivalents
	
	742
	336
	371

	TOTAL CURRENT ASSETS
	 
	9,797
	5,721
	8,716

	TOTAL ASSETS
	 
	11,007
	5,817
	9,722

	
	
	
	
	

	LIABILITIES
	
	
	
	

	CURRENT LIABILITIES
	
	
	
	

	Trade and other payables
	
	(8,115)
	(4,802)
	(7,831)

	Borrowings
	
	(176)
	-
	(176)

	Tax payable
	
	(266)
	-
	(230)

	TOTAL CURRENT LIABILITIES
	 
	(8,557)
	(4,802)
	(8,237)

	
	
	
	
	

	NET CURRENT ASSETS
	
	1,240
	919
	479

	
	
	
	
	

	NON-CURRENT LIABILITIES
	
	
	
	

	Borrowings
	
	(439)
	(380)
	(326)

	
	
	
	
	

	TOTAL LIABILITIES
	 
	(8,996)
	(5,182)
	(8,563)

	
	
	
	
	

	NET ASSETS
	 
	2,011
	635
	1,159

	
	
	
	
	

	
	
	
	
	

	EQUITY
	
	
	
	

	Share capital
	5
	91
	66
	82

	Share premium account
	5
	1,422
	464
	599

	Other reserve
	5
	-
	-
	24

	Merger reserve
	5
	218
	-
	218

	Retained earnings
	5
	280
	105
	236

	
	
	
	
	

	TOTAL EQUITY ATTRIBUTABLE TO THE EQUITY HOLDERS OF THE PARENT
	 
	2,011
	635
	1,159

	
	
	
	
	


	CONSOLIDATED CASH FLOW STATEMENT
	
	
	
	

	
	
	
	
	

	As at 30 June 2008
	
	
	
	

	
	
	
	
	

	
	
	Unaudited
	Unaudited
	Audited

	
	
	Six months ended
	Six months ended
	Year ended

	
	
	30 June
	30 June
	31 December

	
	
	2008
	2007
	2007

	 
	Note
	£'000's
	£'000's
	£'000's

	
	
	
	
	

	CASH INFLOW FROM OPERATING ACTIVITIES
	
	
	
	

	Cash generated from operations
	1
	420
	311
	433

	Interest paid on finance leases
	
	(17)
	-
	-

	Finance costs paid
	
	(157)
	(75)
	(250)

	
	
	
	
	

	
	
	
	
	

	Net cash generated from operating activities
	 
	247
	236
	183

	
	
	
	
	

	Cash flows from investing activities
	
	
	
	

	Proceeds from disposal of property, plant & equipment
	
	-
	-
	39

	Purchase of property, plant & equipment
	
	(102)
	(46)
	(202)

	Purchase of subsidiary undertaking inclusive of costs and net of cash acquired
	
	
	
	

	
	
	-
	-
	97

	Interest received
	
	11
	5
	9

	 
	 
	 
	 
	 

	Net cash absorbed by investing activities
	 
	(91)
	(41)
	(57)

	
	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	
	

	Proceeds from issue of share capital 
	
	854
	104
	251

	Payment of listing expenses
	
	(431)
	-
	-

	Payment of finance leases
	
	(64)
	-
	-

	Payment of long term borrowings
	
	(44)
	(108)
	(152)

	Equity dividends paid
	
	(100)
	-
	-

	
	
	
	
	

	Net cash generated from/(absorbed by) financing activities
	 
	215
	(4)
	99

	 
	 
	 
	 
	 

	
	
	
	
	

	Net increase in cash and cash equivalents
	
	371
	191
	226

	
	
	
	
	

	Cash and cash equivalents at the beginning of the period/year
	2
	371
	145
	145

	
	
	
	
	

	Cash and cash equivalents at the end of the period/year
	2
	742
	336
	371

	
	
	
	
	






	NOTES TO THE CASHFLOW STATEMENT
	
	
	
	

	
	
	
	
	

	1  RECONCILIATION OF PROFIT BEFORE TAX TO CASH

	GENERATED FROM OPERATIONS
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	Unaudited
	Unaudited
	Audited

	
	
	Six months ended
	Six months ended
	Year ended

	
	
	30 June
	30 June
	31 December

	
	
	2008
	2007
	2007

	
	
	£'000's
	£'000's
	£'000's

	
	
	
	
	

	
	
	
	
	

	Profit from operations before tax
	
	80
	627
	1,067

	Exceptional listing costs
	
	409
	-
	-

	Share based payment charge
	
	-
	-
	21

	Depreciation
	
	85
	19
	65

	(Profit)/ Loss on disposal of property, plant and equipment
	
	-
	-
	7

	Finance costs
	
	175
	75
	250

	Finance income
	
	(11)
	(5)
	(9)

	
	
	737
	716
	1,401

	
	
	
	
	

	(Increase) / decrease in debtors
	
	(710)
	(1,299)
	(2,637)

	Increase / (decrease) in creditors
	
	393
	894
	1,669

	
	
	
	
	

	Cash generated from operations
	 
	420
	311
	433

	
	
	
	
	

	
	
	
	
	

	2   CASH AND CASH EQUIVALENTS
	
	
	
	

	
	
	Six months ended
	Six months ended
	Year ended

	
	
	30 June
	30 June
	31 December

	
	
	2008
	2007
	2007

	
	
	£'000's
	£'000's
	£'000's

	
	
	
	
	

	Cash available on demand
	
	742
	336
	371

	
	
	
	
	

	
	
	742
	336
	371

	
	
	
	
	






Accounting Policies
Notes to the unaudited financial information

For the six months ended 30 June 2008
1. Basis of Preparation

The financial information presented in this document has been prepared in accordance with International Financial Reporting Standards and International Financial Reporting Interpretations Committee (IFRIC) interpretations (IFRS),that are expected to be applicable for the year ending 31 December 2008.
These are subject to ongoing review and endorsement by the European Union and possible amendment by the International Accounting Standards Board (IASB), and are therefore subject to possible change. Further standards or interpretations may also be issued that could be applicable for the year ending 31 December 2008. These potential changes could result in the need to change the basis of accounting or presentation of certain financial information from that presented in this document. The Group may need to review some accounting treatment used for the purpose of this document as a result of emerging industry consensus on practical application of IFRS and further technical opinions. This could mean that the financial information in this document may require modification until the Group prepares its complete set of financial statements for the year ending 31 December 2008.

The financial information in this statement relating to the six months ending 30 June 2008 and the six months ending 30 June 2007 has neither been audited nor reviewed pursuant to guidance issued by the Auditing Practices Board. The comparative figures for the year ended 31 December 2007 do not amount to full statutory accounts within the meaning of section 240 of the Companies Act 1985. Those accounts have been reported on by the Group’s auditors and delivered to the Registrar of Companies. The audit report was unqualified, did not include references to matters to which the auditors drew attention by way of emphasis without qualifying their report and did not contain a statement under section 237 (2) or (3) of the Companies Act 1985. 
2. Taxation

The charge to taxation is based on the expected annual tax rate of 29% on profit before taxation, adjusted for disallowable items and losses utilised  (30 June 2007: (6%) and 31 December 2007: 21.5%).
3. Dividends

The company will not pay an interim dividend.
4. Earnings per share

	EARNINGS PER SHARE
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	Unaudited
	Unaudited
	Audited

	
	
	30 June
	30 June
	31 December

	
	
	2008
	2007
	2007

	 
	 
	£'000's
	£'000's
	£'000's

	
	
	
	
	

	
	Numerator
	
	
	

	
	Profit for the period / year used in basic and diluted EPS
	44
	492
	837

	
	
	
	
	

	
	
	
	
	

	
	
	Number
	Number
	Number

	
	Denominator
	
	
	

	
	Weighted average number of shares used in basic EPS
	82,299,166
	70,885,416
	75,565,277

	
	
	
	
	

	
	Effects of employee share options
	19,202,527
	14,114,919
	14,633,413

	
	
	
	
	

	
	Weighted average number of shares used in diluted EPS
	101,501,693
	85,000,336
	90,198,690


Earnings per share are calculated by dividing the profit attributable to equity holders of the Group by the weighted average number of ordinary shares in issue.
Fully diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares by existing share options and share incentive plans, assuming dilution through conversion of all existing options and shares held in share plans.

5. Consolidated reconciliation of changes in equity
	
	
	
	

	
	Unaudited 
	Unaudited 
	Audited 

	
	as at  
	as at  
	as at  

	
	30 June 2008
	30 June 2007
	30 December 2007

	
	
	
	

	
	£’000
	£’000
	£’000

	
	
	
	

	Opening Equity
	1,159
	(97)
	(97)

	
	
	
	

	Profit for the period / year
	44
	492
	837

	Share based payment expense
	-
	-
	21

	Dividends
	-
	-
	(100)

	Shares issued
	9
	8
	12

	Shares issued on acquisition of subsidiary
	-
	-
	242

	Premium on shares issued
	796
	232
	243

	Premium on share options excercised
	53
	-
	-

	Flotation costs written off against share premium 
	(26)
	-
	-

	Cancellation of shares to be issued
	(24)
	-
	-

	
	
	 
	

	 
	 
	 
	 

	Closing Equity
	2,011
	635
	1,159

	
	
	
	


6. 

The above information is being sent to shareholders and is available at the Company’s registered office – 25 Cross Street, Manchester M2 1WL and its website – www.therethink-group.com
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