
The ReThink Group plc

(“ReThink Group” or “the Group”)

Interim Results for the six months ended 30 June 2009

Solid performance in difficult economic conditions
The Board of The ReThink Group plc, one of the UK’s fastest growing recruitment and technology services businesses, announces its unaudited interim results for the six months ended 30 June 2009.
Financial Highlights

· Gross Profit (Net Fee income) of £5.5m (2008: £6.7m)

· 18% rise in gross revenues to £24.6m (2008: £20.9m)
· Strong growth in contractor revenues up 28% to £21.2m (2008: £16.6m)

· Permanent recruitment revenues fall to £1.4m (2008: £2.5m) reflecting the challenging economic climate
· Profit before taxation of £12k (2008: £80k after exceptional item)

Operational Highlights
· Growth in IT contractor numbers to 458 at 30 June 2009 (371 at the start of the period). 
· Steady performance in Aiimi with an expansion of both services and customer base.

· Steps taken to reduce costs in unproductive business units.

Commenting on the results, Jon Butterfield, Chief Executive, said: 
“The Group has achieved a creditable first half result during a period of continued difficult trading. Our ability to protect and enhance our core operating infrastructure ensures the Group is very well positioned to outperform when the upturn arrives. We are very encouraged that, unlike many in our sector, we have continued to grow contractor numbers during the period and believe that this validates the customer relationship model that we have pursued since the business began. We are focusing hard on recovering the reduction in permanent revenues which has affected the performance in the first half. Aiimi, our Consulting Division, has continued to expand its footprint and progress in this area and is in line with our expectations. At the same time we have reduced the headcount in a number of unproductive business units and we will not expand these until the market conditions improve.”
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CHAIRMAN’S STATEMENT

As announced in the trading update provided at the AGM during June 2009 the Group has not been immune from the adverse affects of the current difficult economic climate.  In common with the sector as a whole, the impact of this has been most acutely felt through a decline in revenues from permanent recruitment. However, whilst current trading conditions remain challenging there are signals that market conditions are slowly improving.

Trading since the period end has been encouraging and, whilst we remain cautious about market conditions as a whole, if current trading patterns continue we expect the results for the second half year will show an improvement.

At the AGM, I stated the Board’s belief that the shortfall in year-on-year results during the first half of 2009 would be recovered later in the year. We remain of this view and expect pre-tax profits for the full year will be ahead of that in 2008 (after exceptional items).

Recruitment
Whilst revenues from permanent recruitment came under pressure during the period there has been a small but nevertheless discernable increase in levels of permanent placements in recent months which, combined with a continued increase in contractor levels, has given cause for cautious optimism.

During June 2009 we took steps to further strengthen reporting structures in the division through the appointment of Andy Lord, a co-founder of the Group, as managing director of UK Recruitment.

Aiimi

The Board continues to be encouraged by the progress of the Business and Consulting division. Under the direction of Steve Salvin, the business has widened its client base and its core capabilities with the addition of a significant number of new customers in the first half and already further additions at the beginning of the second.

Acquisitions

The Board remains committed to the organic growth of its UK regional presence but will continue to consider acquisitions both within the UK and overseas as opportunities arise that we consider will benefit shareholders.

The integration of Proveya MEA FZCO (now renamed ReThink MEA FZCO) is now complete and the Board has been encouraged by the progress it is making. ReThink MEA has successfully renewed supplier agreements with Proveya clients in Dubai and secured a number of new projects with new clients in Bahrain, Abu Dhabi and Qatar. The division continues to develop opportunities across the Middle East and Africa region and early successes have been achieved in India. 
Financial
The mix of Net Fee Income shifted significantly during the period as permanent recruitment levels shrunk and contractor numbers increased significantly. Not only has this had an impact on gross revenue levels (increasing by 18%) but gives the appearance of reduction in underlying gross profitability. In reality, underlying margins in both permanent and contractor recruitment remain broadly in line with 2008.

We took measures at the end of 2008 to re-align the overhead base of the business as we gained better visibility of deteriorating market conditions. However, we also chose to retain within each of our locations sufficient resources to take advantage of improvements when the conditions improve, the short term impact of which has been to contribute to the reduction in pre-tax profits.

The Group continues to have sufficient funding for both existing trading levels and any expected growth in the immediate future.

The Group is not declaring an interim dividend but the Board remains committed to a progressive dividend policy and will keep the issue under review.


[image: image1.emf]CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the period ended 30 June 2009

Unaudited Audited Unaudited

Six months 

ended Year ended

Six months 

ended

30 June 31 December 30 June

2009 2008 2008

Note £'000's £'000's £'000's

REVENUE 24,643 43,389 20,904

Cost of Sales (19,187) (31,300) (14,195)

GROSS PROFIT 5,456 12,089 6,709

Administrative expenses (5,352) (11,587) (6,526)

Administrative expenses before exceptional listing costs (5,352) (11,173) (6,117)

Exceptional listing costs - (414) (409)

Finance costs (94) (341) (114)

Finance income 2 27 11

PROFIT BEFORE TAXATION 12 188 80

Income tax expense 2 (9) (106) (36)

PROFIT AND TOTAL COMPREHENSIVE INCOME FOR THE PERIOD  3 82 44

All of the profit and comprehensive income for the period is attributable to equity holders of the parent.

Earnings per share

Pence Pence Pence

Basic  4 0.0029 0.0940 0.0530

Diluted 4 0.0024 0.0790 0.0430
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Share Capital

Retained 

Earnings

Share 

premium

Other 

reserve

Merger 

reserveTotal equity

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

Balance at 1 January 2008 82 236 599 24 218 1,159

Changes in equity for the six months ended 30 June 2008

Total comprehensive income for the period - 44 - - - 44

Shares issued at flotation 9 - - - - 9

Contingent share consideration cancelled - - - (24) - (24)

Premium on issue of shares - - 796 - - 796

Premium on share options exercised - - 53 - - 53

Flotation costs written to share premium - - (26) - - (26)

Balance at 30 June 2008 91 280 1,422 - 218 2,011

Changes in equity for the six months ended 31 December 2008

Total comprehensive income for the period - 38 - - - 38

Recognition of share based payment expense - 25 - - - 25

Balance at 31 December 2008 91 343 1,422 - 218 2,074

Changes in equity for the six months ended 30 June 2009

Total comprehensive income for the period - 3 - - - 3

Recognition of share based payment expense - 14 - - - 14

Balance at 30 June 2009 91 360 1,422 - 218 2,091



[image: image3.emf]CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2009

Unaudited 30 

June 2009

Audited 31 

December 

2008

Unaudited 30 

June 2008

2009 2008 2008

Note £'000's £'000's £'000's

ASSETS

NON-CURRENT ASSETS

Goodwill 930 678 678

Property, plant & equipment 490 497 532

Deferred tax  - 59 -

1,420 1,234 1,210

CURRENT ASSETS

Trade and other receivables 11,417 10,268 8,215

Other current assets 1,546 878 840

Cash and cash equivalents 149 515 742

TOTAL CURRENT ASSETS 13,112 11,661 9,797

TOTAL ASSETS 14,532 12,895 11,007

LIABILITIES

CURRENT LIABILITIES

Trade and other payables (11,989) (10,233) (8,115)

Borrowings and finance lease (187) (187) (176)

Tax payable (51) (112) (266)

TOTAL CURRENT LIABILITIES (12,227) (10,532) (8,557)

NET CURRENT ASSETS 885 1,129 1,240

NON-CURRENT LIABILITIES

Borrowings and finance lease (214) (289) (439)

TOTAL LIABILITIES (12,441) (10,821) (8,996)

NET ASSETS 2,091 2,074 2,011

EQUITY

Share capital 91 91 91

Share premium account 1,422 1,422 1,422

Merger reserve 218 218 218

Retained earnings 360 343 280

TOTAL EQUITY ATTRIBUTABLE TO THE EQUITY 

HOLDERS OF THE PARENT 2,091 2,074 2,011
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As at 30 June 2009

Unaudited Audited Unaudited

Six months 

ended Year ended

Six months 

ended

30 June 31 December 30 June

2009 2008 2008

£'000's £'000's £'000's

Profit before tax 12 188 80

Share based payment charge 15 25 -

Depreciation charges 101 169 85

Loss on disposal of property, plant and equipment - - -

Finance costs 94 341 175

Finance income (2) (27) (11)

220 696 329

Increase in debtors (1,817) (2,786) (710)

Increase in creditors 1,604 2,528 393

Cash generated from operations 7 438 12

Finance costs paid (94) (341) (174)

Corporation tax paid - (230) -

Net cash absorbed by operating activities (87) (133) (162)

Cash flows from investing activities

Purchase of property, plant & equipment (94) (153) (102)

Proceeds from disposal of property, plant & equipment - 3 -

Purchase of subsidiary undertaking inclusive of costs and net of cash acquired (112) - -

Interest received 2 27 11

Net cash absorbed by investing activities (204) (123) (91)

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of long term borrowings (56) (140) (44)

Payment of finance leases (19) (152) (64)

Net proceeds from issue of share capital  - 832 832

Repayment of loans

-

(40) -

Payment of dividend - (100) (100)

Net cash (absorbed by) / generated from financing activities (75) 400 624

Net (decrease) / increase in cash and cash equivalents (366) 144 371

Cash and cash equivalents at the beginning of the period/year 515 371 371

Cash and cash equivalents at the end of the period/year 149 515 742







Accounting Policies
Notes to the unaudited financial information

For the six months ended 30 June 2009
1. Basis of Preparation

The financial information presented in this documentation has been prepared in accordance with the recognition and measurement principles of International Financial Reporting Standards (IFRS) and International Financial Reporting Interpretations Committee (IFRIC) interpretations that are expected to be applicable for the year ended 31 December 2009.
These are subject to ongoing review and endorsement by the European Commission, and possible amendment by the International Accounting Standards Board (IASB), and are therefore subject to possible change.

The financial information in this statement relating to the six months ended 30 June 2009 and the six months ended 30 June 2008 has neither been audited nor reviewed pursuant to guidance issued by the Auditing Practices Board. The financial information for the periods ended 30 June 2009 and 31 December 2008 does not constitute the full statutory accounts for those periods. The Annual Report and Financial Statements for 2008 have been filed with the Registrar of Companies. The Independent Auditors’ Report on the Annual Report and Financial Statements for 2008 was unqualified, did not draw any attention to any maters by way of emphasis, and did not contain a statement under 237(2) or 237(3) of the Companies Act 1985.

2. Comparative Figures
The comparative figures represent the unaudited results for the six month period to 30 June 2008 and the audited results for the year ended 31 December 2008.
3. Taxation

The charge to taxation is based on the expected annual tax rate of 28.5% on profit before taxation, adjusted for disallowable items and losses utilised, (30 June 2008: 29% and 31 December 2008: 28.5%).
4. Dividends

The company will not pay an interim dividend. (2008: £nil)
5. Earnings per share

	EARNINGS PER SHARE
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	Unaudited
	Unaudited
	Unaudited

	
	
	30 June
	31 Dec
	30 June

	
	
	2009
	2008
	2008

	 
	 
	£'000's
	£'000's
	£'000's

	
	
	
	
	

	
	Numerator
	
	
	

	
	Profit for the period / year used in basic and diluted EPS
	3
	82
	44

	
	
	
	
	

	
	
	
	
	

	
	
	Number
	Number
	Number

	
	Denominator
	
	
	

	
	Weighted average number of shares used in basic EPS
	90,906,666
	86,602,916
	82,299,166

	
	
	
	
	

	
	Effects of employee share options
	17,320,022
	17,477,408
	19,202,527

	
	
	
	
	

	
	Weighted average number of shares used in diluted EPS
	108,226,688
	104,080,324
	101,501,693


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.

6. Acquisitions during the period
ReThink MEA FZCO 

On 15th March 2009 the company acquired the entire issued share capital of Proveya MEA FZCO, a Dubai registered company, and renamed the company ReThink MEA FZCO. The consideration was £230,000 to be satisfied in cash. £80,000 was paid on completion, and contingent consideration of £150,000 is dependent on profit targets being met within time constraints.

The following table sets out the book values of the identifiable assets and liabilities acquired and their values to the Group.

	
	
	Unaudited

Book Value
	
	Unaudited Provisional

Fair Value to the Group

	
	
	£
	
	£

	Assets
	
	
	
	

	Plant and equipment
	
	3,845
	
	3,845

	
	
	
	
	

	Trade and other receivables
	
	16,102
	
	16.102

	Cash and cash equivalents
	
	281
	
	281

	
	
	
	
	

	Liabilities
	
	
	
	

	Trade and other payables
	
	-
	
	-

	
	
	
	
	

	
	
	
	
	

	Net Assets
	
	20,228
	
	20,228

	
	
	
	
	

	
	
	
	
	

	Consideration
	
	
	
	230,000

	Costs of Acquisition
	
	
	
	41,977

	
	
	
	
	

	
	
	
	
	

	Goodwill
	
	
	
	251,749

	
	
	
	
	


Goodwill is attributable to synergies expected to arise from the integration of the business with that of the Group and those intangibles such as the consultants in situ which are not recognised separately. 

There has been no significant impact on the Group since the acquisition on 15th March 2009.
There would have been no significant further impact on the results of the Group if acquisition had occurred on 1 January 2009. 
7. Distribution of the Interim Report
Copies of the Interim Report are being sent to shareholders.  Further copies may be obtained from the Company Secretary at the registered office: 25 Cross Street, Manchester M2 1WL. In addition, an electronic version will be available on the Company's website – www.therethink-group.com
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