
01 Financial highlights
In the year to 30 June 2007, Tenon delivered
further strategic growth with strong financial
performance

> Focus on entrepreneurial marketplace delivers excellent results

> Turnover on continuing operations* – up by 12% at £137.1m

> Like for like turnover** – up 18%

> Operating profit* – up by 9% at £13.4m

> Profit before tax* – up by 21% at £12.4m

> Adjusted basic earnings per share* – up 30% to 5.62p

> Operating profit* – fully converted into cash

> Net debt – reduced by 15% on the year at £10m, after 
two acquisitions

> Acquisitions made in 2007 – earnings enhancing and 
of immediate benefit to the group

> Major opportunities for service extension within and outside
existing client base

> Appointment of Carl Jackson, head of corporate recovery, 
to the board to expand operational management

2003 2004 2005 2006 2007
Unaudited Unaudited Unaudited Audited Audited

(Restated) (Restated) (Restated) (Restated)
£m £m £m £m £m

Turnover –
continuing 
operations 75.2 80.5 100.5 122.9 137.5 

Operating profit* 2.1 8.8 10.1 12.3 13.4 
Operating profit (127.7) 4.3 4.9 5.9 8.5 
Profit before tax* (0.1) 6.4 7.9 10.3 12.4 
Profit before tax (129.6) 2.8 2.9 4.0 7.5 
Basic earnings 

per share* (0.38) 2.92 4.03 4.31 5.62 
Basic earnings 

per share (82.64) 1.64 0.94 0.71 2.74 
Net Debt (35.5) (28.9) (27.3) (11.8) (10.0)

* before goodwill amortisation, discontinued operations and exceptional items
** before discontinued operations and exceptional items and after adjusting for 

the disposal of our rural Shepton Mallet and Yeovil offices and current year 
impact of UITF 40 adjustment

“growing year on year”
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In my first period as chairman I am delighted 
to report the rapid advance of Tenon, both
financially and strategically.

Group turnover from continuing operations 
has risen 12% to £137.5m and like for like,
turnover has grown by 18%. Our continuing
operations before goodwill amortisation,
discontinued operations and other exceptional
items delivered profit before tax of £12.4m, an
increase of 21%, with continuing strong cash
generation. Our adjusted basic earnings per
share have grown by 30%. Profit before tax 
for the year to 30 June 2007 rose to £7.5m
(2006: £4m), an increase of 88%.

The directors recommend the payment of a
dividend of 1.2p per share, an increase of 20%.

Growth and progress
Tenon’s growth results from our carefully defined
client proposition as Advisers to Entrepreneurs.
Our initiatives help to identify areas of greatest
demand; we then seek to occupy positions of
dominance within each of our chosen services
and regions.

Our specialist services have again led our 
growth. Management appointments, recruitment,
acquisitions and investment have created 
more opportunities for the future. Our stable,
recurring services encourage further growth 
from cross-selling.

Our client service capacity has expanded by
promoting graduates of the Tenon Academy 
to client service director roles. We have also
attracted very senior personnel from competitors
in each of our service specialisms.

The recent strategic acquisitions were carefully
planned, known to us and assessed thoroughly
prior to acquisition. Bringing direct benefit 
from their activities, profits and cash flows, they
were chosen to add greater value from their
integration with Tenon and to achieve increased
penetration of our services.

Chairman’s statement

Funding
Growth in 2007 – and beyond – is being pursued
with the benefit of a solid financial base. Our net
debt at the year end of £10m was well within our
expectations after the cost of the acquisitions
made towards the end of the year. This was 
the result of consistent working capital control.
Deferred elements of consideration for acquisitions
are expected to be largely self-financing. A share
placing in early July 2007 raised £4.8m, to
facilitate further expected investment and
growth, reflecting the increasing interest Tenon
has generated amongst investors.

The future
All of our initiatives in 2007 will contribute 
to Tenon’s future success, and our recent
acquisitions will add to profits and cash
generation in the new financial year.

We will continue to extend our existing services
and territory. Using our large recurring client
base and high value specialisms, we target the
growing population of UK entrepreneurs, of
which we currently service only a small proportion.

By continuing this strategy we will further
enhance our business and market position,
fulfilling our objectives to make a significant
contribution to the wealth of our clients and to
the careers of all our people, while constantly
growing value for our shareholders.

Bob Morton
Chairman

23 October 2007

“All of our initiatives in 2007 will
contribute to Tenon’s future success”
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03 Acquisitions
In the year and just after the period ended, 
we added important new businesses to Tenon.

Together these acquisitions add annualised turnover 
of approximately £14m in their last recorded periods.

Acquisitions are chosen to accelerate the development of our
business within carefully planned strategic objectives. They extend
our service line depth and geographical dominance where we see
strong future opportunities.

They create:

> our national corporate recovery business as one of the 
largest specialist providers

> a North West presence that is the largest in the region 
outside Manchester

> regional presences to develop in Yorkshire and the 
Thames Valley

> business development skills generating cross sales 
and new referrals

Approximate
Business Acquired turnover

LWC June 2007 £1.5m

Bowmans June 2007 £2.6m

Unity July 2007 £5.5m

JJC July 2007 £2.5m

HMT July 2007 £1.7m

Purpose

Tax and corporate finance specialists in Glasgow and Edinburgh,
joining our existing offices to accelerate business development 
and growth

Former BDO associate in Preston with excellent general client
base and growth opportunities through our specialisms in the
North West

Recovery specialists and general advisers in Bolton. Creates a
substantial North West recovery presence and further penetrates
the region’s entrepreneurial businesses with general advisory 
skills and our local added value specialisms

Corporate recovery specialists throughout Yorkshire. Our first
substantial Tenon presence within the county and the core of
further growth in the region 

Corporate recovery experts in the Thames Valley, now relocated 
to Reading. This team joins our new national head of tax in
spearheading our further growth in this region
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Chief executive’s report

Through our advice on financial, tax and wealth
planning and our outsourcing initiatives, we have
grown our business significantly. These services
together with accessible corporate finance
expertise surround our core business and tax
advisory specialisms where the substantial
majority of clients recur year after year.

Our corporate recovery business, which
integrates with all our other services through 
a consistent referral stream, is a feature of 
our future growth and the target of major
development and investment.

Financial performance
As demonstrated in our financial review, all
measures of our business have been strong
during the year.

We have now grown profit before goodwill
amortisation, discontinued operations, other
exceptionals and tax by approximately 90%
over a 3 year period from which substantial
funds have been generated, providing us with
the capacity to continue to develop our business.

Investing in our people, in recruitment, in 
our existing offices and in new acquisitions 
is possible due to our close financial control,
performance measurement and incentives.

Our management initiatives include careful
benchmarking to improve efficiency and
increase capacity, whilst protecting the personal,
local relationship with clients. These clients, with
whom we have long term relationships, value
and will pay for advice of the highest quality.

Our directors are highly motivated and are
incentivised financially to provide an outstanding
service. Their rewards are directly related to the
performance of their business units. The reward
platform was reworked for the year and has linked
directors’ remuneration to profit growth. This has
proved to be an outstanding success and allows
us to compete for the best talent available.

Introduction
It is a great pleasure to report on a period in which
Tenon has achieved a record financial performance
and initiated strategic developments that will
make a major contribution to our future success.

Scale and market position
We carefully define our market of entrepreneurs
and their businesses and tailor our services to
their demands.

With independent sources estimating our share 
at less than 5% of the available market, we have
plenty of scope for growth. We choose to develop
our business by taking leading positions in our
service lines and in chosen regional territories.

From this strong presence, we can further
expand our specialisms and our geography. 
We have made rapid progress during the year
and after the period end through both organic
and acquisitive growth.

Including acquisitions our 42 offices, 160 directors
and 1,600 staff care for approximately 30,000
clients including 10,000 corporates, therefore
creating major opportunities for service extension
within and outside our existing client base.

Brand
Our brand is recognised and important to 
our success in our chosen regions and services.
We have developed unique intellectual property
– the Entrepreneur’s Pyramid, the Tenon Forum
and Tenon Academy – to explain our client
proposition and to help develop our people.

Typically our clients are demanding, intelligent
self-made men and women who increasingly
recognise our expertise in their business
environment. We aim to occupy a special
position in the creation, protection and
enhancement of their wealth.

Goal Offer

Being the first choice for Top quality financial, taxation and 
entrepreneurial businesses of all sizes business advice with energy and flair,

to make our clients more wealthy
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Growth
We are a growth-orientated business with
dedicated sales and business development
resources, complementing strong personal 
client relationships.

Organically, our services have significant scope
for growth by cross-sales within our own retained
client base and through dedicated business
development initiatives.

Our marketing team has been revitalised
through new appointments and will promote
specific propositions, developed between our
service lines. Increasingly we will use external
channels for our products and services. Networks
of smaller accountancy practices have been
attracted to bring their clients to Tenon for
specialist input.

Top quality recruits in all our service lines have
joined newly promoted directors who are the
product of the Tenon Academy, itself a major
recruitment attraction.

Whilst we expect some changes in the economy
in general, the vast majority of our clients are not
directly exposed to either market movements 
or legislative change. Where these factors may
have some short term influence, such as in
immediate investment and taxation choices, 
we are well prepared.

The planned investment and expansion of our
turnaround and corporate recovery services
positions us to benefit from changes in both 
the corporate and personal debt markets.

Acquisitions
Around the year end, we announced a number 
of important acquisitions, the culmination of
many months of discussions.

These businesses are of immediate benefit to
the group and will make a major contribution 
to our long-term strategy.

Acquisitions are always subject to personal
financial incentives to encourage further
improvements in performance. Carefully chosen
these businesses are made up of likeminded,
ambitious people.

Our acquisitions are planned to deepen our
service penetration, provide cross selling
opportunities and extend our territorial reach. 
We have the management capacity for more 
and we will continue to explore further
opportunities as they arise, whilst making 
sure our new offices have the benefit of full 
and rapid integration.

Management and careers
Carl Jackson has been appointed to the Board 
of Tenon Group PLC. Carl is our leadership group
member responsible for corporate recovery and
will further expand the board’s operational
capabilities.

Our management structure and team has 
further developed throughout the year. Internal
appointments to the corporate recovery business
have been successful and our corporate finance
service now has a new leader within our core
team. Each member of our leadership group 
is directly responsible for a substantial part 
of the Tenon business and is capable of more.

The unique Tenon Academy will continue to
provide us with management capacity, and 
we have been delighted to have been joined
from the “Big 4” by our new head of tax. Other
prominent promotions and appointments have
been made during the year in all our service lines
and in our marketing and finance functions. 

Each of these appointments demonstrates an
ability to create careers for excellent people and to
attract leading specialists from our competitors.

In addition to our financial and strategic successes
in the year, the most striking feature of Tenon
continues to be the enthusiasm and ability of our
management and people. Our teams are a source
of pride to their managers. We thank them for
their commitment and achievements and we are
ambitious for more.

The future
Each of our featured achievements in 2007 and all
of our plans have the sole objective of providing
further development and success for Tenon.

With our entrepreneurial sector specialisms, tight
range of demand-led services, driven management
and a clear market opportunity, we have the
position and the energy for further growth.

Our financial performance will enable us to
accelerate investment in further organic and
strategic initiatives and we will continue to grow
our business as leading advisers to entrepreneurs.

Andy Raynor
Chief executive

23 October 2007
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Accounts and audit

> Significant proportion of recurring clients
> Accounts required by all UK businesses
> High proportion of appointments 

legislation driven
> Excellent forum for business understanding

and advice

Tenon, and its associated business 
Tenon Audit Limited, prepare and audit
financial statements that are used by 
our clients for management and external
purposes to underpin financial understanding
of their businesses.

Robust and reliable financial reporting is key to
the relationship and is essential for the success
of all businesses.

The vast majority of this work is recurring and
with the increasing complexity of financial
reporting and regulations we provide practical
responses to specific issues.

Compliance requirements therefore provide 
a regular opportunity to further develop a
continuing dialogue with our clients.

Sterecycle 

Sterecycle is a waste management company
specialising in advanced systems for the
treatment and recycling of municipal wastes.
They finance, build, own and operate plants 
that provide recycling services to local
authorities, using a patented advanced 
steam autoclave system.

“For a growing company like ours, Tenon does a bit of
everything: from audits to VAT advice, but we particularly
value their direction when it comes to simplifying the
often-complex business and environmental incentives 
on offer.” Ron Kopas – Finance director
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I am pleased to report another year of success
and progressive financial management for Tenon.
The excellent results for the year to 30 June 2007
reflect strong growth from our existing businesses.
Funds generated by increasing profits have
enabled us to initiate a period of accelerated
development through acquisitions.

Revenue and operating profit
Growth in the period has been entirely organic.
Of our five recent acquisitions, two fell into 
June 2007 and had no material impact upon the
2007 results, with the balance being completed
after the year end.

Our continuing operations delivered an
operating profit for the year to 30 June 2007 
of £13.4m (2006: £12.3m) and a profit before
tax of £12.4m (2006 £10.3m) on a turnover of
£137.1m (2006: £122.9m), all expressed before
goodwill amortisation, discontinued operations
and exceptional items. 2007 figures include 
a profit recognition of £0.4m as the result of a
revision of our estimates of revenue recognition,
described below.

Growth in turnover after adjusting for these
changes and after taking account of the disposal
of our rural Shepton Mallet and Yeovil offices
that were sold in August 2006 (2007 revenue
£1.3m: 2006 revenue £7.5m), reflected a growth 
in “like for like” turnover of 18%.

All of our service lines have contributed well 
to this growth and the continuing tight control 
of our overhead base has ensured that our
operating profit margin has been largely
maintained, after the cost of revised incentives 
for client service directors.

Increasingly, some of our high value 
specialisms are becoming more closely aligned 
in the provision of advice to clients. To reflect
this change we have brought together the
presentation of our specialist taxation and
financial services activities.

Financial review

Operating profit for the year to 30 June 2007
(after goodwill amortisation, discontinued
operations and exceptional items) was up 44%
to £8.5m (2006: £5.9m) and profit on ordinary
activities before taxation was up 88% to £7.5m
(2006: £4m).

Exceptional costs and credits during the year
respectively reflect changes in management 
and the structure of service lines arising from 
the 2006 strategic review, and the changes in
estimated values of amounts recoverable under
contracts at 30 June 2006, described below.

Earnings per share and dividends
The adjusted basic earnings per share on
continuing activities for the year, excluding
goodwill amortisation, discontinued operations
and exceptional items, has increased by 30% 
to 5.62p. Basic earnings per share (after goodwill
amortisation, discontinued operations and other
exceptional items) has increased by 286% to
2.74p (2006: 0.71p).

A dividend for the year ended 30 June 2006 of
1.0p per share was paid. Following the continued
growth in the group’s profitability, the directors
now recommend an increase in dividend of 20%
to 1.2p per share, payable on 10 December 2007
for shares held on 16 November 2007, subject 
to approval by the shareholders at the annual
general meeting.

Cash flow and funding
Our working capital management during 
the year continued to be excellent with net
operating cash inflow before discontinued
operations and other exceptional items of
£13.4m (2006: £26.3m).

Significant cash outflows include:

> £3.5m repayment of loans (2006: £4m)
> £1.2m repayment of unsecured loan notes

(2006: £2.8m)
> £4m payment of tax (2006: £1.9m)
> £2.5m purchase of subsidiary undertakings

including LWC and Bowmans (2006: £0.4m)
> £2m purchase of tangible fixed assets,

including investment in the expansion 
of certain offices (2006: £1m)

This resulted in a net debt position of £10m 
at 30 June 2007 (2006: £11.8m).
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As this is a change in estimation and not a
change in accounting policy, no prior period
adjustment is allowed. In order to show the
results on a consistent basis the revenue that
would have been recognised in prior years has
been shown as exceptional revenue on the face
of the profit and loss account. A further £0.4m 
of revenue being the effect of the change in
estimate upon the current year has been
recognised within trading results for the year.

Work in progress previously shown on the
balance sheet has been reclassified with debtors
as amounts recoverable on contracts to better
reflect the nature of this asset. Accordingly,
movements in work in progress previously 
shown in the profit and loss account have 
been represented in turnover.

Working capital and financial outlook
We continue to focus on tight working 
capital management which is reflected 
in an improvement in trade debtors to 
£25.3m (2006: £27.6m).

By our close benchmarking of the financial
fundamentals of our business, we shall 
maintain a prudent approach that is planned 
to accommodate further expansion both
organically and by acquisition, where such
capital transactions are earnings enhancing. 

To fulfil our financial objectives, we have
established a control environment that has the
capacity to apply consistent financial disciplines
throughout the enlarging group.

Lesley Spencer
Finance and operations director

23 October 2007

In July 2007, the group completed a placing 
of approximately 8m new ordinary shares at 60p
per ordinary share generating approximately
£4.8m after expenses and representing 5% 
of the existing share capital of the business.

Net bank interest and related costs during 
the year were £1m (2006: £2m). Bank interest
cover from continuing activities before goodwill
amortisation and exceptional items was
approximately 13.5 times (2006: 6.1 times).

Net assets
At the year end net assets were £63.3m (2006:
£58.3m).

During the year net current assets increased
from £20.1m to £22.8m and continue to be an
indication of the robust liquidity of the business.

Acquisitions
Acquisitions made during the year and after 
the year end are detailed in note 34.

Intangible assets of £59.1m at 30 June 2007
include £2.9m of goodwill on these acquisitions.

Deferred cash consideration outstanding 
on acquisitions totals £0.7m (2006: £1.1m). 
The deferred consideration is discounted 
in accordance with FRS 7.

Amounts recoverable under contracts
On an annual basis management carry out a
detailed review of the estimates made in relation
to revenue recognition in accordance with UITF
40. Following the business restructuring exercise
in 2006 and subsequent profitable trading,
greater certainty has been achieved as to the
measurement of the recoverability of work
undertaken. As a result, the directors have
revised their estimates specifically in relation 
to the reasonable certainty of the outcome of
contracts. Using the same basis of estimation 
in 2006 would have resulted in £0.4m additional
revenue having been shown in prior years.
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14 Board of directors

1 Bob Morton (65)
Chairman
Bob started his career as a Chartered Accountant and has for
many years been a prominent mentor and investor in numerous
high growth public companies, helping to create shareholder
value both organically and by strategic acquisitions. He remains
actively involved in the development of business interests in 
the UK and abroad and is widely known amongst the financial
and investment community.

2 Andy Raynor, BA, FCA (50)
Chief executive
Andy joined the group on the acquisition of the independent
partnership formerly known as BDO Stoy Hayward – East
Midlands, where he was managing partner.

In almost twenty years with that business he established the
corporate finance department and held overall responsibility
for business development. During his time with the practice 
the business grew tenfold. His period as managing partner 
was one of significant profit achievement.

3 Lesley Spencer, BA, ACA (38)
Finance and operations director
Lesley joined the board in November 2005, assuming
operational and financial responsibilities. She has previously
held senior group management appointments within Tenon
and our legacy businesses, during which time she has also
acted as adviser to a number of quoted companies.

4 Alan McFetrich, MA, FCA (66)
Non-executive deputy chairman
Alan has spent his career in the chartered accountancy
profession, being managing partner of Coopers & Lybrand and
its predecessor firm Deloitte Haskins & Sells from 1985 to 1992.

5 Carl Jackson, BSc, ACA, MABRP (47)
Director
Carl was appointed to the board in September 2007 to expand
the operational capabilities. He has undertaken a number of
senior roles both within Tenon, including his current position of
heading the recovery service line, and within the independent
firm of Chartered Accountants, Brooking Knowles and
Lawrence which Tenon acquired in 2001.

6 Alan Newton
Business services

7 Andrew Jupp
Taxation

8 Gordon Taylor
Financial services

9 Mark Edmond
Specialist taxation

10 Alistair Wesson
Midlands region

11 Julian Hedley
London region

12 Mark Lucas
South region

13 Martin Kirby
North West region

14 Tom MacLennan
Scottish and North East region

Leadership group

1

2

3

4

5

6
7

8
9

10
11

12

13

14
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Andy Raynor and Carl Jackson shall retire in accordance with
the company’s articles of association and being eligible will 
be proposed for re-election at the annual general meeting.

The company has made adequate provision for indemnity
insurance on behalf of its directors.

Directors’ interests in shares
Details of directors’ interests in shares are disclosed in the
report on remuneration.

Supplier payment policy
The company’s payment policy in respect of all suppliers 
is to settle agreed outstanding accounts in accordance with 
the terms and conditions agreed with suppliers when placing
orders. Trade creditors of the group and company at 30 June
2007 were equivalent to approximately 23 days’ purchases 
(30 June 2006: 37 days).

Substantial shareholdings
As at 10 October 2007, the board had been formally notified of,
or was otherwise aware of, the following interests representing
3% or more of the company’s issued share capital: 

Number of Percentage
ordinary of issued

Shareholder shares share capital

Artemis Fund Managers 20,643,750 11.22%
Southwind Limited 13,375,000 7.26%
Cazenove Fund Management 11,215,000 6.09%
Polar Capital 9,945,528 5.40%
Credit Suisse Asset Management 7,241,112 3.93%
Electricity Pensions Services Limited 5,993,297 3.25%

Employee shareholdings
The directors consider that it is in the interests of the group and
its shareholders that employees should have the opportunity to
acquire shares in the company so that they benefit from the
group’s future progress. The company operates both an HMRC
approved and an unapproved share option scheme in order to
motivate employees and established a Share Incentive Plan 
in October 2001. Details of the share options in existence 
at the balance sheet date are included in note 26 to the
financial statements.

Employees are also able to acquire shares in the company 
in compliance with the rules of AIM.

Employees
Tenon aims to be an equal opportunities employer with a
commitment to help people develop their potential. In relation 
to disabled people or minority groups, Tenon has a policy of
giving them full and fair consideration for all vacancies for
which they are suitably qualified. Employees who become
disabled during their working lives will be retained in employment
wherever possible and will be given help with any necessary
rehabilitation or training.

The directors recognise that a key element in the success of
Tenon is the quality and commitment of our employees. Tenon
places very considerable importance on the contributions and
views of our employees and our policy is to communicate to
and seek feedback from employees regarding all relevant
information about our clients and our business using our
intranet site TenonLink, specific newsletters, briefings by
management and regional forums. The recruitment and
training of employees is aimed at the development of each
individual to their full potential within a supportive team 
and so provide outstanding service to our clients.

Our commitment to involve employees in the success of 
our business includes the provision of a Share Incentive Plan
under which employees can acquire up to £125 per month 
of Tenon Group PLC shares out of pre-tax income. In addition, 
the great majority of employees became shareholders at the
time of the various acquisitions. We hope that many employees
will, over time, become significant stakeholders through our
incentive schemes.

The directors present their report and the consolidated audited
financial statements for the year ended 30 June 2007. 

Principal activity
The group continues to provide a wide range of professional
and business services; these are described in detail in our
services review.

Review of business and future developments
The results for the year are set out in the consolidated profit
and loss account on page 22.

The review of the business for the year ended 30 June 2007
and the summary of future developments are included in 
the chairman’s statement, chief executive’s report and the
financial review.

Business risk
Our business is dependent upon the recruitment, development
and retention of high quality professional staff. By methods
including career progression, investment in business education
(the “Tenon Academy”) and constructive reward programs, 
we seek to minimise the risk of excessive staff turnover. Our
recruitment policy is the subject of continuing development
and includes procurement of secondees and permanent staff
from overseas.

Our business includes services that are transactional, and
clients in these areas are sometimes different from year to
year. Risks associated with these activities are mitigated by 
the existence of a stable recurring client base in other service
lines (themselves the source of non-recurring appointments),
our vigorous business development activities and profit-led
incentive programmes.

Where our advice is opinion-based and may be subject to
challenge, for example in taxation planning, our service lines
obtain appropriate corroboration of proposals predominantly
from experienced legal counsel. Moreover, in many such
circumstances liability is not accepted by Tenon relating to 
the interpretation of legislation, nor are such fees rendered 
on a contingent basis.

As is normal, overriding economic circumstances may have 
an effect on our business. Our mix and spread of services 
and the nature of our clients provides a natural cushion 
to economic volatility.

Results and dividends
The profit for the year of £4,523,000 (year ended 
30 June 2006: £1,135,000) will be transferred to reserves. 
The directors recommend a dividend at 1.2p per share 
(2006: 1.0p per share).

Directors
The directors who served during the year and up to the date 
of signing the accounts were as follows:

> Arthur Leonard Robert Morton FCA
Chairman (appointed 2 October 2006)

> Neil Anthony Johnson, OBE
Chairman (resigned 5 December 2006)

> Charles Alan McFetrich, MA, FCA
Deputy chairman

> Andrew Paul Raynor, BA, FCA
Chief executive

> Lesley Spencer, BA, CA
Finance and operations director

> William Mortimer Muirhead
Non-executive director (resigned 5 December 2006)

> Carl Stuart Jackson
Director (appointed 12 September 2007)

Memberships of committees of the board are set out 
on page 19.
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Environmental policy
Tenon’s green policy was launched during the year to underpin
our increasing awareness of the contribution we can all make
to our environment. The nature of its activities has a minimal
effect on the environment but where it does have an effect 
the group acts responsibly and is aware of its obligations.

Increase of authorised share capital
At the annual general meeting of the company on 
27 November 2007 the shareholders will be asked to approve 
a resolution to increase the authorised share capital of the
company from £20,000,000 to £30,000,000 by the creation 
of an additional 100,000,000 ordinary shares. 

Authority to allot shares
At the annual general meeting of the company on 
27 November 2007 the shareholders will be asked to grant
authority under section 80 of the Companies Act 1985 to 
allot up to 61,357,000 ordinary shares in accordance with 
the Investment Protection Committee guidelines.

Authority to make market purchases
At the annual general meeting of the company on 
27 November 2007 the shareholders will be asked to grant
authority to the company to make market purchases 
(as defined by the Companies Act 1985 Section 163(3)) 
of ordinary shares.

Financial risk management
The group’s financial instruments comprise sterling cash, 
bank deposits, endowment policies, loan stock, bank loans 
and overdrafts, obligations under finance leases and annuity
provisions, together with various balances such as accounts
receivable and accounts payable that arise directly from its
operations. There are no significant balances in foreign
currencies.

The main purpose of these financial instruments is to raise
finance for the group’s operations. Specifically, the bank loans
and loan stock were raised to partially fund the acquisition
programme during 2000, 2001 and 2004. The bank overdraft 
is utilised as and when required as part of the group’s working
capital.

The group seeks to specifically manage financial risk, to ensure
sufficient liquidity is available to meet foreseeable needs as
and when they fall due. Liquid resources are managed to
ensure cash assets are invested safely and profitably.

It is, and has been throughout the year under review, the
group’s policy that no other trading in financial instruments
shall be undertaken.

The main risk from the group’s other financial instruments 
is interest rate risk. The directors review and agree the policies
for managing this and other risks as set out on page 19. 
In relation to interest rate risk the directors aim to strike 
a balance between the operational needs of the business,
floating rate interest risk and the expense of fixed interest
rates. An interest rate swap converts 50% of the bank loans
into fixed interest debt.

The group has no significant concentrations of credit risk. 
The group has implemented policies that require appropriate
credit checks on potential customers before sales commence. 

The group is not exposed to equity security or commodity 
price risk.

Directors’ report
for the year ended 30 June 2007 (continued)

Post balance sheet events
Details of post balance sheet events are set out in note 37.

Charitable and political donations
The group made charitable donations during the year of
£12,009 (year ended 30 June 2006: £10,235). Donations were
made for the purpose of providing support to local charities
and charities supported by employees. There were no political
donations (2006: £nil).

Statement of disclosure of information to auditors
For each of the persons who were directors at the time this
report was approved, the following applies: 

> so far as the directors are aware, there is no relevant audit
information (ie information needed by the company’s
auditors in connection with preparing their report) of 
which the company’s auditors are unaware; and

> the directors have taken all steps that they ought to have
taken as directors in order to make themselves aware of
any relevant audit information and to establish that the
company’s auditors are aware of that information.

Auditors
The auditors, PricewaterhouseCoopers LLP, have indicted their
willingness to continue in office and a resolution concerning
their reappointment will be proposed at the annual general
meeting.

By order of the board

Christopher Crouch
Company secretary

23 October 2007
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The directors are responsible for preparing the annual report
and the financial statements in accordance with applicable 
law and regulations. 

Company law requires the directors to prepare financial
statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable law).
The financial statements are required by law to give a true 
and fair view of the state of affairs of the company and 
group and of the profit or loss of the group for that period. 

In preparing those financial statements, the directors 
are required to:

> select suitable accounting policies and then apply 
them consistently;

> make judgements and estimates that are reasonable 
and prudent;

> state whether applicable UK Accounting Standards have
been followed, subject to any material departures disclosed
and explained in the financial statements; and

> prepare the financial statements on the going concern
basis unless it is inappropriate to presume that the
company will continue in business, in which case there
should be supporting assumptions or qualifications 
as necessary. 

The directors confirm that they have complied with the above
requirements in preparing the financial statements.

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

The directors are responsible for the maintenance and integrity
of the group’s website. Legislation in the United Kingdom
governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions. 

By order of the board

Christopher Crouch
Company secretary

23 October 2007
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As at 30 June 2007 the remuneration committee comprised
the non-executive directors, Bob Morton and Alan McFetrich,
who is the chairman. Bob Morton joined this committee on his
appointment to the board on 2 October 2006. The committee
usually meets at least twice a year to determine the remuneration
and other benefits of the executive directors.

The purpose of the remuneration committee is to:

> ensure that the executive directors of the group are fairly
rewarded for their individual contribution to the overall
performance of the group; and

> demonstrate to shareholders that the remuneration of the
executive directors of the company is set by a committee
whose members have no personal interest in the outcome
of their decisions and who will have due regard to the
interests of the shareholders.

Procedures for fixing remuneration and other benefits
The basic salaries paid, pension contributions and other
benefits applicable to the executive directors are decided 
by the remuneration committee. 

The remuneration committee also sets the criteria for 
bonuses and any other performance based remuneration. 
The committee is then responsible for measuring the extent 
to which these criteria have been achieved and setting the 
level of bonus awarded.

Report on remuneration

The committee is authorised to obtain such outside
professional advice and expertise as it considers necessary, 
and consults with the chief executive of the company. It is also
authorised by the board to investigate any matter within its
terms of reference and seek any information that it requires
from any employee.

Share options
The remuneration committee supervises the share option
schemes, approves the exercise price of options and the
performance criteria to be satisfied before exercise is
permitted, and monitors the effectiveness of the share 
option schemes as an incentive to the executives and staff.
Options are awarded in order to motivate executives and 
staff with a view to increasing shareholder value. 

Directors’ contracts
The executive directors have service contracts with twelve
month notice periods. Non-executive directors are appointed
subject to re-election at any annual general meeting at which,
pursuant to the Articles, they are required to retire by rotation.
Such re-election will take place at regular intervals of not more
than every three years. 

Remuneration of non-executive directors
The board sets the remuneration levels for non-executive
directors. They do not receive any pension or other benefits, 
nor do they participate in share option schemes. Their level 
of remuneration is based on outside advice and a review 
of current practice in other companies.

Directors’ emoluments
This part of the report on remuneration is auditable.

The following emoluments were paid to directors for the year ended 30 June 2007:

Money Year ended Year ended
purchase 30 June 30 June

Salaries and Emoluments pension 2007 2006
fees Bonuses Benefits before pensions contributions Total Total

£’000 £’000 £’000 £’000 £’000 £’000 £’000

A L R Morton* – – – – – – – 
N A Johnson 130 – – 130 70 200 200 
C A McFetrich 50 – – 50 – 50 50 
A P Raynor** 445 254 5 704 – 704 485 
L Spencer 329 197 1 527 20 547 226 
M E Brabin – – – – – – 180 
W C Davidson – – – – – – 303 
W M Muirhead 15 – – 15 – 15 36 
M D Struckett – – – – – – 17 

Total 969 451 6 1,426 90 1,516 1,497 

* Payments totalling £41,000 were made during the year to Hawk Consulting Limited for services rendered by Mr Morton, inclusive
of all expenses. Mr Morton is the owner of Hawk Consulting Limited.

** Highest paid director

The remuneration of N A Johnson and W M Muirhead relates only to that part of the year for which they were appointed as a
director. Included within the salary and fees of N A Johnson is an amount of £100,000 in respect of compensation for loss of office.
Following resignation N A Johnson and M E Brabin exercised share options producing gains of £1,256,000 and £51,250 respectively.

Directors’ interests in shares
The number of ordinary shares of 10p each in the company held by the directors was as follows:

30 June 2007 30 June 2006
Total Total

Unrestricted Unrestricted

C A McFetrich 208,995 208,995 
A L R Morton 300,000 – 
A P Raynor 1,941,938 1,941,938 
L Spencer 439,023 439,023 

All directors’ interests are beneficially held. A L R Morton’s adult children are interested in 21,925,000 ordinary shares.

The share price at 30 June 2007 was 62.25p. During the year the share price ranged from 22p to 67p. At 19 October 2007, 
the share price was 59.25p.
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Approach to corporate governance
The board is committed to high standards of corporate
governance. The board takes into account the Combined Code 
for Corporate Governance issued by the Financial Services
Authority in determining the appropriate approach.

Details describing how the group addresses corporate
governance issues are set out below.

Management structure
The group is controlled by the board, which meets monthly to
consider all aspects of the group’s activities. A formal schedule
of matters reserved for the board has been developed and
includes overall strategy, acquisition policy and major capital
expenditure.

The directors who served during the year under review are
listed on page 15. All directors have access to the advice 
and services of the company secretary and are able to take
independent professional advice at the company’s expense 
if necessary. All directors will submit themselves for re-election
at least once every three years.

Operational functions
Corporate services, marketing and IT all report to the chief
executive, whilst finance and HR report to the finance and
operations director. Their role is to ensure the smooth
operation of each of these functions throughout the group.
This entails close liaison with the service line heads, regional
chairmen and office managing directors.

Leadership group
A leadership group includes the key service line heads and
regional chairmen and is charged with the responsibility 
for the day to day operations of the group’s business.

Committees of the board
The board has established three committees, as detailed below,
all of which have written terms of reference. The minutes of 
the committees are circulated and reviewed by the board.

The audit and risk committee
As at 30 June 2007, the audit and risk committee comprised
Bob Morton and Alan McFetrich, who is the chairman. The
external auditors and the executive directors also normally
attend meetings. The committee meets at least half yearly to:

> review the interim and annual financial statements 
and the external auditors’ management letter and 
discuss any issues arising with the external auditors;

> review internal control matters;
> review internal audit reports and the scope and authority

of the internal audit function; and
> review annually the effectiveness of the external auditors.

The remuneration committee
As at 30 June 2007 the remuneration committee comprised
Bob Morton and Alan McFetrich, who is the chairman. The
remuneration committee is responsible for all elements of 
the remuneration of the executive directors. The committee
takes all decisions in relation to the company’s share option
schemes. Further details of the committee are included in 
the report on remuneration.

The reports on remuneration and corporate governance 
are signed on behalf of the board by

Christopher Crouch
Company secretary

23 October 2007

The nominations committee
As at 30 June 2007 the nominations committee comprised 
Bob Morton and Alan McFetrich, who is the chairman. 
The nominations committee did not meet during the year. 
The appointments of Bob Morton and Carl Jackson were
considered and the appointments made following meetings 
of the entire board of directors. This committee will meet, 
as necessary, to consider the appointment of directors to 
the board.

Relations with shareholders
The chairman, chief executive and finance and operations
director hold meetings with the company’s institutional
shareholders to discuss the company’s strategy and financial
performance. The group’s website (www.tenongroup.com)
contains copies of publicly disclosed financial information 
and other stock exchange disclosures together with much
additional information. Attendance of shareholders at the
company’s annual general meeting is encouraged.

Internal controls
The board is responsible for the group’s system of internal control
which is designed to manage rather than eliminate the risk of
failure to achieve business objectives and can provide reasonable
and not absolute assurance against material misstatement or
loss. The board takes into account the guidance “Internal Control
– Guidance for Directors on the Combined Code” (“the Turnbull
Report”) as far as it is appropriate to do so. The board consists
of two non-executive and three executive directors.

The leadership group, office managing directors and national
service line heads have specific responsibilities and authority 
to manage risk effectively. They are required to report through the
leadership group on financial, operational and compliance risks.

The service lines are responsible for ensuring that they meet
relevant regulatory requirements and operate to appropriate
standards. To ensure compliance with these requirements a
combination of dedicated compliance personnel, peer reviews
and internal audit are utilised as appropriate to the activity 
and the risk.

The group carries professional indemnity insurance at a level
which the directors believe is appropriate. Provisions are made
to cover circumstances expected to give rise to a liability to 
the extent that they are not covered by insurance.

Advice given to clients is based on our understanding of 
the facts and current legislation, both of which may change. 
We seek to manage the risks of change through the
engagement letter and the terms of the advice given.

All these matters are reported on to the audit and risk
committee and the board and provide the basis on which
internal controls are reviewed.

Going concern
The directors consider that the group has adequate financial
resources to enable it to continue in operation for the
foreseeable future. For this reason they continue to adopt the
going concern basis when preparing the financial statements.
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We have audited the group and parent company financial
statements (the ‘’financial statements’’) of Tenon Group plc for
the year ended 30 June 2007 which comprise the consolidated
profit and loss account, consolidated statement of total group
recognised gains and losses, the consolidated and company
balance sheets, the consolidated cash flow statement and the
related notes. These financial statements have been prepared
under the accounting policies set out therein.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the annual report
and the financial statements in accordance with applicable law
and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice) are set out in the
statement of directors’ responsibilities.

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland). 
This report, including the opinion, has been prepared for and
only for the company’s members as a body in accordance 
with Section 235 of the Companies Act 1985 and for no other
purpose. We do not, in giving this opinion, accept or assume
responsibility for any other purpose or to any other person to
whom this report is shown or into whose hands it may come
save where expressly agreed by our prior consent in writing.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly prepared
in accordance with the Companies Act 1985. We also report 
to you whether in our opinion the information given in the
directors’ report is consistent with the financial statements.
The information given in the directors’ report includes that
specific information presented in the financial highlights,
chairman’s statement, acquisitions, chief executive’s report,
services review, financial review, board of directors and the
statement of directors responsibilities that is cross referred 
from the business review section of the directors’ report. 

In addition we report to you if, in our opinion, the company has
not kept proper accounting records, if we have not received all
the information and explanations we require for our audit, or if
information specified by law regarding directors’ remuneration
and other transactions is not disclosed.

We read other information contained in the annual report, 
and consider whether it is consistent with the audited 
financial statements. This other information comprises only 
the financial highlights, chairman’s statement, acquisitions,
chief executive’s report, services review, financial review, 
board of directors, directors’ report, statement of directors’
responsibilities, report on remuneration and corporate
governance. We consider the implications for our report 
if we become aware of any apparent misstatements or
material inconsistencies with the financial statements. 
Our responsibilities do not extend to any other information.

Independent auditors’ report to the members of Tenon Group PLC

Basis of audit opinion
We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the
preparation of the financial statements, and of whether the
accounting policies are appropriate to the group’s and company’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary 
in order to provide us with sufficient evidence to give
reasonable assurance that the financial statements are free 
from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the
financial statements.

Opinion
In our opinion:

> the financial statements give a true and fair view, in
accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the group’s and the
parent company’s affairs as at 30 June 2007 and of the
group’s profit and cash flows for the year then ended;

> the financial statements have been properly prepared 
in accordance with the Companies Act 1985; and

> the information given in the directors’ report is consistent
with the financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
London

23 October 2007
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Before Before
goodwill Goodwill goodwill Goodwill

amortisation, amortisation, amortisation, amortisation,
discontinued discontinued discontinued discontinued

operations operations Year ended operations operations Year ended
and other and other 30 June and other and other 30 June

exceptional exceptional 2007 exceptional exceptional 2006
items items Total items items Total

(note 5) (Restated) (Restated) (Restated)
Notes £’000 £’000 £’000 £’000 £’000 £’000

Turnover – 2
continuing operations 137,103 419 137,522 122,931 – 122,931 

Other operating income 3 19 – 19 21 – 21 
External charges: 

direct expenses 3 (14,956) – (14,956) (9,466) – (9,466)

Staff costs and similar charges (83,469) (617) (84,086) (73,987) (676) (74,663)
Employee share scheme costs (390) – (390) (625) – (625)

Staff costs and 
similar charges 3,7 (83,859) (617) (84,476) (74,612) (676) (75,288)

Depreciation (1,273) – (1,273) (1,292) – (1,292)
Goodwill amortisation – (4,697) (4,697) – (4,768) (4,768)

Depreciation and 
other amounts written 
off tangible and 
intangible assets 3 (1,273) (4,697) (5,970) (1,292) (4,768) (6,060)

Other operating charges 3 (23,591) (16) (23,607) (25,249) (955) (26,204)

Operating profit 3,4
Continuing operations 13,443 (4,911) 8,532 12,333 (6,269) 6,064 
Discontinued operations – – – – (130) (130)

Total operating profit 13,443 (4,911) 8,532 12,333 (6,399) 5,934 
Profit on disposal of 

discontinued operations 5 – – – – 76 76 

Profit before interest
and taxation 13,443 (4,911) 8,532 12,333 (6,323) 6,010 

Interest receivable 
and similar income 8 893 – 893 135 – 135 

Interest payable 
and similar charges 9 (1,890) – (1,890) (2,146) – (2,146)

Profit on ordinary activities
before taxation 12,446 (4,911) 7,535 10,322 (6,323) 3,999 

Tax on profit on 
ordinary activities 10 (3,178) 166 (3,012) (3,417) 553 (2,864)

Profit for the
financial year 27,28 9,268 (4,745) 4,523 6,905 (5,770) 1,135 

Earnings per 10p share 12 
Basic 2.74p 0.71p 
Diluted 2.57p 0.67p 

Consolidated statement of total group recognised gains and losses
for the year ended 30 June 2007

Year ended Year ended
30 June 2007 30 June 2006

(Restated)
Notes £’000 £’000

Profit for the year 4,523 1,135 
Revaluation of investments 16 6 6 
Actuarial loss recognised on pension schemes 29 (17) (63)

Total recognised gains for the year 4,512 1,078 

Prior year adjustment – FRS 20 1 (322)

Total recognised gains and losses since the last annual report 4,190

There are no material differences between the profit on ordinary activities before taxation and the retained profit for the year
stated above and their historical cost equivalents. 

Consolidated profit and loss account
for the year ended 30 June 2007
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30 June 30 June 30 June 30 June
2007 2006 2007 2006

Group Group Company Company
(Restated) (Restated)

Notes £’000 £’000 £’000 £’000

Fixed assets
Intangible assets 14 59,081 62,680 – – 
Tangible assets 15 3,826 3,057 124 433 
Investments 16 324 306 58,846 61,911 

63,231 66,043 58,970 62,344 

Current assets
Debtors: amounts falling due within one year 17 40,921 40,235 7,945 4,014 
Debtors: amounts falling due after more than one year 18 2,493 600 158 15 

43,414 40,835 8,103 4,029 
Investments 19 – 363 – 363 
Cash at bank and in hand 13,434 16,346 219 136 

56,848 57,544 8,322 4,528 
Creditors: amounts falling due within one year 20 (34,088) (37,452) (5,799) (5,591)

Net current assets/(liabilities) 22,760 20,092 2,523 (1,063)

Total assets less current liabilities 85,991 86,135 61,493 61,281 
Creditors: amounts falling due after 

more than one year 21 (19,131) (23,176) (19,123) (23,176)
Provisions for liabilities and charges 22 (3,581) (4,657) (10) (920)

Net assets 63,279 58,302 42,360 37,185 

Capital and reserves
Called up share capital 25 16,964 16,082 16,964 16,082 
Share premium account 27 19,976 19,578 19,976 19,578 
Merger reserve 27 22,549 25,629 – – 
Shares to be issued 27 440 – 2,053 1,228 
Investment revaluation reserve 27 12 6 – – 
Profit and loss reserve 27 3,338 (2,993) 3,367 297 

Total shareholders’ funds 28 63,279 58,302 42,360 37,185 

The financial statements on pages 22 to 42 were approved by the board of directors on 23 October 2007 and were signed 
on its behalf by

A P Raynor A L R Morton
Chief executive Chairman
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Year ended Year ended
30 June 30 June

2007 2006
(Restated)

Notes £’000 £’000

Cash inflow from operating activities
Cash inflow from trading, before discontinued operations and other exceptional items 13,409 26,306 
Cash outflow from discontinued operations and other exceptional items (991) (1,306)

Net cash inflow from operating activities 31 12,418 25,000 

Returns on investments and servicing of finance
Interest received 893 135 
Interest paid (1,852) (2,117)
Interest paid on finance leases (26) (29)

Net cash outflow from returns on investments and servicing of finance (985) (2,011)

Taxation (3,977) (1,881)

Capital expenditure and financial investment
Purchase of tangible fixed assets (2,046) (1,009)
Proceeds from sale of tangible fixed assets 34 22 
Purchase of fixed asset investments (12) (16)
Proceeds from sale of fixed asset investments – 227 

Net cash outflow from capital expenditure and financial investment (2,024) (776)

Acquisitions and disposals
Purchase of subsidiary undertakings (2,451) (381)
Movement on former partners’ current accounts (72) 19 
Net cash acquired with subsidiary undertakings 15 – 
Deferred consideration on purchase of subsidiary undertakings (1,188) (846)
Net consideration on disposal of group businesses 34 878 205 

Net cash outflow from acquisitions and disposals (2,818) (1,003)

Dividends paid to shareholders (1,645) (798)

Cash inflow before financing 969 18,531 

Financing
Issue of ordinary share capital for cash 945 54 
Repayment of loans (3,502) (4,035)
Repayment of loan notes (1,239) (2,761)
Capital element of finance lease repayments (351) (240)
New finance lease on existing assets 266 515 

Net cash outflow from financing (3,881) (6,467)

(Decrease)/increase in cash in the year 33 (2,912) 12,064 

Consolidated cash flow statement
for the year ended 30 June 2007
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1 Principal accounting policies

The financial statements have been prepared under the historical cost convention, as modified by the revaluation of quoted
investments and endowments, and in accordance with the Companies Act 1985 and applicable accounting standards in the
United Kingdom. A summary of the more important accounting policies, which have been applied consistently, except as
specified, is set out below. 

Changes in accounting policies
The group has adopted FRS 20 “Share-based payment” in the period resulting in a charge being made to staff costs for all
employee share options on a fair value basis. This has resulted in an adjustment to restate prior year charges for staff and
deferred tax costs which were previously calculated under UITF 17. The restatement of profits has resulted in a reduction in the
reported profit after tax in the year to 30 June 2006 of £282,000 (year to 30 June 2005: £40,000) being £198,000 additional
staff costs (year to 30 June 2005: £152,000) and a further deferred tax charge of £84,000 (year to 30 June 2005: Deferred tax
credit of £112,000). Opening net assets at 1 July 2005 have been increased by £112,000 being the further deferred tax asset
recognised in relation to share options accounted for under FRS 20. The effect of this adjustment on opening reserves of both 
the group and the company is set out in note 27.

Basis of consolidation
Intra-group turnover and profits are eliminated on consolidation. On acquisition of a subsidiary its assets and liabilities are
recorded at their fair values as at the date of acquisition. Accounting policies are consistent throughout the group.

The group financial statements consolidate the financial statements of the company and its subsidiary undertakings using the
acquisition method. The group has adopted the use of merger relief to account for acquisitions involving the issue of shares at 
a premium as provided by Section 131 of the Companies Act 1985.

Turnover
Turnover is recognised:
> in respect of continuing engagements, when Tenon is entitled to consideration having performed its obligations and where

there is reasonable certainty as to the recoverability;
> in respect of certain insolvency assignments, to the extent the revenues have been accepted by members, creditors or the court;
> in respect of contracts where there is reasonable certainty of the outcome and therefore revenue earned;
> in respect of contingent assignments, on completion of a transaction; and
> in respect of financial services commission income, when the policy is written, subject to an appropriate indemnity commission

provision based on past business experience or at the minimum regulatory rate where higher.

On an annual basis management carry out a detailed review of the estimates made in relation to revenue recognition in
accordance with UITF 40. Following the business restructuring exercise in 2006 and subsequent profitable trading greater
certainty has been achieved as to the measurement of the recoverability of work undertaken. As a result, the directors have
revised their estimates specifically in relation to the reasonable certainty of the outcome of contracts. Using the same basis 
of estimation in 2006 would have resulted in £419,000 additional revenue having been shown in prior years.

As this is a change in estimation and not a change in accounting policy, no prior period adjustment is allowed. In order to show
the results on a consistent basis the revenue that would have been recognised in prior years has been shown as exceptional
revenue on the face of the profit and loss account. A further £436,000 of revenue, being the affect of the change in estimate
upon the current year, has been recognised within normal trading results for the year.

Payments on account of assignments are deducted from amounts recoverable on contracts to which they relate and, if greater,
the excess is included in creditors.

To the extent that full performance of obligations in respect of amounts invoiced remain outstanding at the balance sheet date
revenue is deferred to match the anticipated future costs.

Turnover excludes Value Added Tax but includes disbursements incurred on behalf of clients.

Turnover is stated gross of amounts payable to third parties to the extent that the group bears the risks and rewards of these
contracts. On this basis turnover for the year to 30 June 2006 has been represented.

Amounts recoverable on contracts
Amounts recoverable on contracts are recorded at their recoverable amount on a percentage completion basis, less any payments 
on account, where there is reasonable certainty of the outcome. Where the outcome is uncertain amounts recoverable on contracts
are stated at cost. Work in progress previously shown on the balance sheet has been reclassified with debtors as amounts recoverable
on contracts to better reflect the nature of this asset. Accordingly, movements in work in progress previously shown in the profit
and loss account have been represented in turnover. Prior year comparatives have been restated to reflect this.

Tangible fixed assets
The cost of tangible fixed assets is their purchase price, together with any incidental costs of acquisition. Depreciation is calculated
to write off the cost of tangible fixed assets, less their estimated residual values, on a straight-line basis over their expected useful
economic lives. For assets acquired on the purchase of a business and included at fair value, the fair value is depreciated over the
remaining estimated life. The principal annual rates used for this purpose are:

Leasehold improvements Over the remaining period of the lease
Motor vehicles 25%
Furniture and fixtures 20%-25%
Office equipment 25%
Computer equipment and software 20%-33%

Goodwill
Goodwill is stated at cost less accumulated amortisation and any impairment in value. Cost is the difference between the 
fair value of the consideration paid on the acquisition of a business and the fair value of the separable net assets acquired.
Amortisation is calculated to write off the cost of goodwill on a straight-line basis over its estimated useful life up to a maximum 
of 20 years, based on the nature of the goodwill acquired.

Impairment tests on the carrying value of goodwill are undertaken in accordance with Financial Reporting Standard 11:
‘Impairment of fixed assets and goodwill’ as follows:
> at the end of the first full financial year following acquisition; and
> annually thereafter if events or changes in circumstances indicate that the carrying value may not be recoverable.
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1 Principal accounting policies (continued)

Goodwill in relation to disposed entities is written off through the profit and loss account on disposal, to the extent it has not
already been amortised.

Investments
Quoted investments are stated at market value with changes in value being credited or charged to the revaluation reserve.
Unquoted investments are stated at cost less any provision for permanent diminution in value. Endowment policies are stated 
at the cost of the instalments paid plus attributable income to date. Income is calculated by spreading the expected total return
of the policy on maturity so as to achieve a constant periodic rate of return.

Investments in subsidiary companies are shown at cost less any permanent diminution in value.

Pension contributions
The group includes the liabilities of the former partner annuity schemes in the financial statements at a value determined by 
an assessment made by a qualified independent actuary. Movements in the provision during the year are charged in accordance
with FRS17, with actuarial gains and losses taken directly to the statement of total group recognised gains and losses and other
movements to the interest line in the profit and loss account. 

Contributions to the occupational money purchase schemes and personal pension plans of employees are charged to the profit
and loss account as incurred.

Finance and operating leases
Leasing agreements, which transfer to the group substantially all the benefits and risks of ownership of an asset, are treated as 
if the asset had been purchased outright. The assets are capitalised in fixed assets and depreciated over the shorter of the lease
term and the useful economic lives of equivalent owned assets. The capital element of the leasing commitment is shown as an
obligation under finances leases. The lease rentals are treated as consisting of capital and interest elements. The capital element
is applied to reduce the outstanding obligation and the interest element is charged to the profit and loss account in proportion 
to the reducing capital element.

Costs in respect of operating leases are charged to the profit and loss account on a straight-line basis over the lease term.

Taxation
Corporation tax is provided on taxable profits at the current rate of taxation.

Deferred taxation is recognised in respect of timing differences that have originated but not reversed at the balance sheet date,
where transactions or events that result in an obligation to pay more tax in the future or a right to pay less tax in the future have
occurred at the balance sheet date.

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the basis of all available evidence, it
can be regarded as more likely than not that there will be sufficient taxable profits to utilise carried forward tax losses and against
which the reversal of underlying timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing differences are
expected to reverse, based on tax rates and laws that have been enacted or substantively enacted by the balance sheet date.
Deferred tax is measured on a non-discounted basis.

Provisions
Provisions are made on the basis of management’s expectations as to the likely outflow of future economic benefits.

Financial instruments
The group’s financial assets and liabilities are recorded at historical cost except as described above. Income and expenditure arising on
financial instruments is recognised on an accruals basis and taken to the profit and loss account in the financial period in which it arises.

Financial risk management
The group seeks to manage financial risk, to ensure sufficient liquidity is available to meet foreseeable needs as and when they
fall due. Liquid resources are managed to ensure cash assets are invested safely and profitably.

The group has interest bearing assets and interest bearing liabilities. At the year end, 1% of interest bearing assets and 
2% of interest bearing liabilities were at fixed rates. The group has used interest rate swaps as cash flow hedges of future 
interest payments, which have the effect of increasing the proportion of fixed interest debt. The group has not adopted FRS26
during the year and as such the group does not bring the fair value of interest rate swaps onto the balance sheet. The fair value 
of the interest rate swap is disclosed in note 24.

The group has no significant concentrations of credit risk.

The group actively maintains a mixture of long-term and short-term committed facilities that are designed to ensure the group
has sufficient available funds for operations and planned expansions.

Share-based payments
The fair value of employee services received in exchange for the grant of options is recognised as an expense over the vesting
period in accordance with FRS 20. As such each subsidiary bears the share based option charge to the extent to which that entity
employs the individual to which the option relates. The effect of this adjustment on the opening reserves of both the group and
the company is set out in note 27.

Discounting
In accordance with FRS 7 the fair value of deferred cash consideration is obtained by discounting to present value the amounts
expected to be receivable or payable in the future.

Fair values
FRS 26 sets out requirements for measurement, recognition and derecognition of financial instruments. 

Financial assets and financial liabilities, in respect of financial instruments, are recognised on the group’s balance sheet when 
the group becomes a party to the contractual provisions of the instrument. 

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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2 Turnover and segmental analysis

Turnover is attributable to the principal activity of the group and arises substantially in the United Kingdom. 

The business analysis of turnover is as follows:
Year ended Year ended

30 June 30 June
2007 2006

(Restated)
£’000 £’000

Business services and related taxation, outsourcing and other services 60,846 61,306
Corporate finance 6,917 5,752
Corporate recovery and insolvency services 19,110 16,343
Financial services 32,354 22,187
Specialist taxation 18,295 17,343

137,522 122,931 

Business services turnover includes £11,933,000 (year ended 30 June 2006: £10,561,000) in respect of amounts billed to 
Tenon Audit Limited. 

In view of the close working relationships between service lines, which includes the sharing of client service staff together with office
locations and support staff, it is not practicable to identify the results of, and net assets employed by, individual service lines.

Figures for the year to June 2006 have been restated for the changes in relation to accounting for UITF 40, as noted above, and
also represented in relation to specialist taxation revenue where £807,000 of revenue has now been netted off external charges,
to more accurately reflect intra-group trading.

In the review of services on pages 6 to 11 definitions of our service lines are redrawn to improve clarity and understanding of our
business. In essence business services has been subdivided into 4 categories. Business tax and advisory, outsourcing and accounts
and audit are shown separately and personal taxation has been included with financial services to underline our service offering
to high net worth individuals.

For the purposes of comparability we have retained the historical analysis of turnover above.

3 Analysis of operating profit between continuing and discontinued operations
Year ended

Year ended Continuing 30 June
Continuing Discontinued 30 June operations Discontinued 2006
operations operations 2007 (Restated) operations (Restated)

£’000 £’000 £’000 £’000 £’000 £’000

Turnover 137,522 – 137,522 122,931 – 122,931 
Other operating income 19 – 19 21 – 21 
External charges: direct expenses (14,956) – (14,956) (9,466) – (9,466)
Staff costs and similar charges (84,476) – (84,476) (75,288) – (75,288)
Depreciation and other amounts 

written off tangible and 
intangible assets (5,970) – (5,970) (6,060) – (6,060)

Other operating charges (23,607) – (23,607) (26,074) (130) (26,204)

Operating profit 8,532 – 8,532 6,064 (130) 5,934 

4 Operating profit
Year ended

Year ended 30 June
30 June 2006

2007 (Restated)
£’000 £’000

Operating profit is stated after charging:
Depreciation of owned assets 967 1,050
Depreciation of assets held under finance leases 306 242
Amortisation of goodwill 4,697 4,768
Auditors’ remuneration for audit services (company: £35,700, 2006: £34,000) 133 127
Auditors’ remuneration for other services 57 72 
Other operating lease rentals 3,187 3,363 
Hire of plant and machinery 24 83 
(Profit)/loss on disposal of fixed assets (12) 19 

Auditors’ remuneration for other services, as reported in the profit and loss account, is analysed as follows:
Year ended

Year ended 30 June
30 June 2006

2007 (Restated)
£’000 £’000

Interim financial review 34 32 
Other services persuant to legislation 23 40 

57 72 
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5 Goodwill amortisation, discontinued operations and other exceptional items

The pre tax cost of goodwill amortisation, discontinued operations and other exceptional items amounted to £4,911,000,
analysed as follows:

Year ended Year ended
30 June 30 June

2007 2006
£’000 £’000

Impact of change of estimates of revenue recognition relating to UITF 40 on prior year 419 – 
Operating loss from discontinued operations and other exceptional items (633) (1,631)
Profit on disposal of discontinued operations – 76 

(214) (1,555)
Goodwill amortisation (4,697) (4,768)

(4,911) (6,323)

On an annual basis management carry out a detailed review of the estimates made in relation to revenue recognition in
accordance with UITF 40. Following the business restructuring exercise in 2006 and subsequent profitable trading greater
certainty has been achieved as to the measurement of the recoverability of work undertaken. As a result, the directors have
revised their estimates specifically in relation to the reasonable certainty of the outcome of contracts. Using the same basis 
of estimation in 2006 would have resulted in £419,000 additional revenue having been shown in prior years.

Other exceptional items related to costs of changes in management and structure of service lines arising from the strategic
review in 2006.

6 Directors’ remuneration

Details of directors’ remuneration are set out in the report on remuneration on page 18.

7 Employees

The average number of persons (including executive directors) employed by the group during the year was as follows:

Year ended Year ended Year ended Year ended
30 June 30 June 30 June 30 June

2007 2006 2007 2006
Group Group Company Company

Management and professional staff 1,245 1,282 5 7
Support and administrative staff 274 265 – –

1,519 1,547 5 7

The aggregate payroll costs of these persons was as follows: 
Year ended Year ended

Year ended 30 June Year ended 30 June
30 June 2006 30 June 2006

2007 (Restated) 2007 (Restated)
Group Group Company Company
£’000 £’000 £’000 £’000

Wages and salaries 74,243 65,604 1,627 1,194
Social security costs 7,377 6,891 171 140
Pension costs 2,466 2,168 50 55
Employee share scheme costs 390 625 5 38

84,476 75,288 1,853 1,427

8 Interest receivable and similar income
Year ended Year ended

30 June 30 June 
2007 2006

Group (Restated)
£’000 £’000

Interest on loan stock 7 63
Bank interest 886 72

893 135

9 Interest payable and similar charges
Year ended Year ended

30 June 30 June
2007 2006

Group (Restated)
£’000 £’000

Interest on loan stock 40 60
Bank interest 1,652 1,949
Interest on finance leases 26 29
Interest on pension schemes’ liabilities 40 36
Other interest and charges 132 72

1,890 2,146

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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10 Tax on profit on ordinary activities
Year ended Year ended

30 June 30 June
2007 2006

(Restated)
Group

£’000 £’000

UK corporation tax:
Current tax charge on profit for the year 3,229 2,846 
Prior year overprovision (90) – 

Total current tax 3,139 2,846 
Deferred taxation – current year (255) 20 

– underprovision/(overprovision) in respect of prior year 128 (2)

Tax on profit on ordinary activities 3,012 2,864 

The effective rate of tax for the year differs to the standard rate of UK corporation tax of 30% as explained below:

Year ended Year ended
30 June 30 June

2007 2006
(Restated)

Group Group
£’000 £’000

Profit on ordinary activities before tax 7,535 3,999 

Profit on ordinary activities at standard rate of UK corporation tax of 30% (2006: 30%) 2,261 1,200 
Effects of:
Goodwill amortisation 1,307 1,342 
Expenses not deductible for tax purposes 493 488 
Prior year overprovision (90) – 
Income not taxable – (23)
Depreciation in excess of capital allowances (38) (104)
Schedule 23 benefit (779) – 
Short-term timing differences (15) 180 
Utilisation of losses brought forward – (237)

3,139 2,846 

Deferred taxation assets are included in the financial statements as follows:

Group
Provided Unprovided

Year ended Year ended
Year ended 30 June Year ended 30 June

30 June 2006 30 June 2006
2007 (Restated) 2007 (Restated)

Group Group Group Group
£’000 £’000 £’000 £’000

Depreciation in excess of capital allowances 451 313 – 296 
Pensions 154 319 – – 
Share options 404 250 – – 

1,009 882 – 296 

Company
Provided Unprovided

Year ended Year ended
Year ended 30 June Year ended 30 June

30 June 2006 30 June 2006
2007 (Restated) 2007 (Restated)

Company Company Company Company
£’000 £’000 £’000 £’000

Depreciation in excess of capital allowances 231 – – 252 
Share options 7 30 – – 

238 30 – 252 

As a result of the adoption of FRS 20 the prior year deferred tax asset has been restated resulting in a £28,000 increase in the
balance at 30 June 2006 in the group and a decrease of £192,000 in the company. The effect of this adjustment on the opening
reserves of both the group and the company is set out in note 27.

The change in rate of corporation tax on 1 April 2008 to 28% has reduced the deferred tax asset by £71,000. 

The movement in deferred tax can be explained as follows:
Group Company
£’000 £’000

At 30 June 2006 882 30 
Credit to the profit and loss account for the year 127 208 

At 30 June 2007 1,009 238 
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11 Dividends
Year ended

Pence per Pence per Year ended 30 June
share share 30 June 2006

year ended year ended 2007 (Restated)
30 June 30 June Group Group

2007 2006 £’000 £’000

Dividends paid 1.0 0.50 1,645 798 

Following the continued growth in the group’s profitability, the directors recommend a substantial increase in dividend (20%) 
to 1.2p per share.

12 Earnings per share
Weighted Year ended

Weighted Year ended average 30 June
average 30 June number of 2006

number of 2007 shares earnings
Earnings shares earnings Earnings (Restated) (Restated)

£’000 ‘000 per share p £’000 ‘000 per share p

Basic earnings per share 4,523 164,872 2.74 1,135 160,393 0.71 
Dilutive share options – 10,859 (0.17) – 8,995 (0.04)

Diluted earnings per share 4,523 175,731 2.57 1,135 169,388 0.67 

Basic earnings per share 4,523 164,872 2.74 1,135 160,393 0.71 
Goodwill amortisation, 

discontinued operations and 
other exceptional items 4,745 – 2.88 5,770 – 3.60 

Adjusted earnings per share 9,268 164,872 5.62 6,905 160,393 4.31 
Dilutive share options – 10,859 (0.35) – 8,995 (0.23)

Adjusted diluted earnings per share 9,268 175,731 5.27 6,905 169,388 4.08 

As a result of the adoption of FRS 20 prior year earnings and dilutive share options have been restated.

Basic earnings per 10p ordinary share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted
average number of ordinary shares in issue during the year. For diluted earnings per share, the weighted average number of ordinary
shares in issue is adjusted to assume conversion of all dilutive potential shares.

The shares relating to the share warrant agreement with Lloyds TSB Bank plc, as disclosed in note 26, are not dilutive at the
present time.

Adjusted earnings per share is calculated and shown before goodwill amortisation, discontinued operations and exceptional 
items as the directors believe this figure more accurately reflects the underlying performance of the group before these
significant items.

13 Company profit and loss account

The company has not presented its own profit and loss account as permitted by Section 230 of the Companies Act 1985.

The company’s profit after taxation for the year amounted to £1,210,000 (year ended 30 June 2006: profit of £256,000).

14 Intangible fixed assets
Group
£’000

Goodwill
Cost
At 1 July 2006 156,214 
Additions (note 34) 2,915 
Adjustment to fair values of assets acquired in previous years (note 34) 134 
Disposals (note 34) (2,435)

At 30 June 2007 156,828

Accumulated amortisation 
At 1 July 2006 93,534 
Charge for the year 4,697 
Eliminated on disposals (note 34) (484)

At 30 June 2007 97,747

Net book value 
At 30 June 2007 59,081

At 30 June 2006 62,680 

Goodwill arising on significant acquisitions is amortised over a period up to 20 years. Goodwill arising on small businesses that are
more reliant on particular individuals is amortised over three years. No amortisation has been charged on the acquisitions as they
were acquired at the year end. 

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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15 Tangible fixed assets

Group 
Furniture, Computer

Leasehold Motor fixtures and equipment
improvements vehicles equipment and software Total

£’000 £’000 £’000 £’000 £’000

Cost
At 1 July 2006 1,941 69 2,438 7,298 11,746 
Additions 551 9 171 1,315 2,046 
Acquisitions – – 58 20 78 
Disposals (225) – (55) (91) (371)

At 30 June 2007 2,267 78 2,612 8,542 13,499 

Accumulated depreciation 
At 1 July 2006 1,112 60 1,719 5,798 8,689 
Charge for the year 227 4 211 831 1,273 
Disposals (178) – (23) (88) (289)

At 30 June 2007 1,161 64 1,907 6,541 9,673 

Net book value 
At 30 June 2007 1,106 14 705 2,001 3,826 

At 30 June 2006 829 9 719 1,500 3,057 

The net book value of tangible fixed assets includes an amount of £546,000 (30 June 2006: £559,000) in respect of assets held
under finance leases and a related depreciation charge for the year of £306,000 (year ended 30 June 2006: £242,000). The cost 
of these assets at 30 June 2007 is £2,533,000 (30 June 2006: £2,305,000).

Company 
Furniture, Computer

fixtures and equipment
equipment and software Total

£’000 £’000 £’000

Cost
At 1 July 2006 70 4,288 4,358 
Disposals – (87) (87)

At 30 June 2007 70 4,201 4,271 

Accumulated depreciation 
At 1 July 2006 37 3,888 3,925 
Charge for the year 12 295 307 
Disposals – (85) (85)

At 30 June 2007 49 4,098 4,147 

Net book value 
At 30 June 2007 21 103 124 

At 30 June 2006 33 400 433 

The net book value of tangible fixed assets includes an amount of £16,000 (30 June 2006: £174,000) in respect of assets held
under finance leases and a related depreciation charge for the year of £158,000 (year ended 30 June 2006: £173,000).

16 Fixed asset investments
30 June

30 June 30 June 30 June 2006
2007 2006 2007 Company

Group Group Company (Restated)
£’000 £’000 £’000 £’000

Shares in subsidiary undertakings – – 32,576 32,141 
Loans to subsidiary undertakings – – 26,270 29,770 
Endowment policies 234 216 – – 
Other investments 90 90 – – 

324 306 58,846 61,911 

Company
shares in Company

Group Group subsidiary loans to
endowment other undertakings subsidiary

policies investments (Restated) undertakings
£’000 £’000 £’000 £’000

At 1 July 2006 (as previously stated) 216 90 30,913 29,770 
Prior year adjustment – – 1,228 – 

At 1 July 2006 (restated) 216 90 32,141 29,770 
Additions/(repayments) 12 – 435 (3,500)
Revaluation 6 – – – 

At 30 June 2007 234 90 32,576 26,270 
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16 Fixed asset investments (continued)

The historical cost of the endowment policies at 30 June 2007 was £222,000 (30 June 2006: £210,000).

The effect of the prior year adjustment is set out in note 27.

The principal subsidiary undertakings are as follows:

% of nominal share capital
Name Principal activity and voting rights held

Tenon Limited Business advisory services 100% 
Tenon Corporate Finance PLC Corporate finance 100% 
Tenon Financial Services Limited Financial services 100% 
Tenon (Isle of Man) Limited Trustee services 100% 
Tenon Pension Trustees Limited* Pensions advisory services 100% 
Premier Strategies Limited Strategic tax advisory services 100% 

All of the above subsidiaries are registered in England and Wales, except Tenon (Isle of Man) Limited which is registered 
in the Isle of Man.

*A sub-subsidiary of Tenon Group PLC.

All subsidiaries are included in the consolidated financial statements and have accounting reference dates of 30 June.

The directors believe that the individual value of investments in subsidiary undertakings is not less than the amount at which 
they are stated in the financial statements.

The company also has a number of other dormant subsidiaries not detailed in the above listing.

17 Debtors: amounts falling due within one year
30 June 30 June

30 June 2006 30 June 2006
2007 Group 2007 Company

Group (Restated) Company (Restated)
£’000 £’000 £’000 £’000

Trade debtors 25,347 27,646 – – 
Amounts owed by subsidiary undertakings – – 7,865 3,968 
Amounts recoverable on contracts 7,632 6,652 – – 
Deferred tax 378 282 80 15 
Other debtors 4,250 2,854 – 31 
Prepayments and accrued income 3,314 2,801 – – 

40,921 40,235 7,945 4,014 

The deferred tax debtor has been restated as a result of the adoption of FRS 20 as outlined in note 1.

For movements in the deferred tax balance, see note 10.

18 Debtors: amounts falling due after more than one year
30 June 30 June 30 June 30 June

2007 2006 2007 2006
Group Group Company Company
£’000 £’000 £’000 £’000

Deferred tax 631 600 158 15 
Other debtors 1,862 – – – 

2,493 600 158 15 

Amounts falling due after more than one year are made up of deferred tax and deferred consideration due on the disposal of the
Shepton Mallet and Yeovil offices after taking into account discounting to net present value. 

19 Current asset investments
30 June 30 June 30 June 30 June

2007 2006 2007 2006
Group Group Company Company
£’000 £’000 £’000 £’000

Loan stock deposit – 363 – 363 

– 363 – 363 

The loan stock deposit represents restricted bank deposits that act as security for the loan stock issued by the company and from
which redemptions are made (see note 24).

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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20 Creditors: amounts falling due within one year 
30 June 30 June

30 June 2006 30 June 2006
2007 Group 2007 Company

Group (Restated) Company (Restated)
£’000 £’000 £’000 £’000

Loan stock – 1,602 – 1,602 
Bank loans 3,975 3,457 3,975 3,454 
Obligations under finance leases 315 278 296 254 
Trade creditors 1,547 1,372 – – 
UK corporation tax 1,990 2,819 5 5 
Other taxation and social security 6,185 6,633 – – 
Other creditors 485 668 – – 
Accruals and deferred income 19,591 20,623 1,523 276 

34,088 37,452 5,799 5,591 

All loan stock balances were settled in the period and were issued as part of the consideration for certain acquisitions.

21 Creditors: amounts due after more than one year
30 June 30 June 30 June 30 June

2007 2006 2007 2006
Group Group Company Company
£’000 £’000 £’000 £’000

Bank and other loans 18,936 22,886 18,936 22,886 
Obligations under finance leases 195 290 187 290 

19,131 23,176 19,123 23,176 

The maturity analysis of the group’s bank and other borrowings is as follows: 

30 June 30 June 30 June 30 June
2007 2006 2007 2006

Group Group Company Company
£’000 £’000 £’000 £’000

Within one year or on demand 4,290 5,337 4,271 5,310 
Between one and two years 5,129 4,096 5,162 4,096 
Between two and five years 14,002 18,575 13,961 18,575 
In more than five years – 505 – 505 

23,421 28,513 23,394 28,486 

The future minimum payments of the group’s finance lease obligations (included above) is as follows:

30 June 30 June 30 June 30 June
2007 2006 2007 2006

Group Group Company Company
£’000 £’000 £’000 £’000

Within one year 315 278 296 254 
Between one and two years 154 215 187 215 
Between two and five years 41 75 – 75 

510 568 483 544

£22,911,000 (30 June 2006: £26,343,000) of bank loans are repayable by instalments, none (30 June 2006: £505,000) of which
fall due after more than five years. All other bank loans are due for repayment in full at a specified date or on demand. All finance
leases are repayable by instalments, none of which fall due after more than five years.

None (30 June 2006: £363,000) of the amounts shown within one year or on demand are in respect of loan stock secured by
matching bank deposits. None (30 June 2006: £1,239,000) of the amounts shown within one year or on demand are in respect 
of unsecured loan stock. 

£27,411,000 is secured by a fixed and floating charge over the assets and undertakings of Tenon Group PLC, Tenon Limited, Tenon
Corporate Finance PLC and Premier Strategies Limited. Obligations under finance leases are secured on the assets to which they relate.
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22 Provisions for liabilities and charges

Group
Contingent Onerous Indemnity Leasehold Pensions Professional

consideration leases commission dilapidations (note 29) indemnity Total
£’000 £’000 £’000 £’000 £’000 £’000 £’000

At 1 July 2006 1,064 651 206 132 798 1,806 4,657 
Due on acquisitions 844 – – – – – 844 
Disposals – – – – (34) – (34)
Re-classified to accruals – – – – – (219) (219)
Utilised in year (1,188) (237) – – – (859) (2,284)
Charged to profit 

and loss account – – (84) 84 40 649 689 
Recognised in the STRGL – – – – 17 – 17 
Benefits paid – – – – (89) – (89)

At 30 June 2007 720 414 122 216 732 1,377 3,581 

Company 
Contingent

consideration
£’000

At 1 July 2006 920 
Utilised in year (910)

At 30 June 2007 10 

23 Contingent liabilities

The group has guaranteed a £3 million overdraft facility (30 June 2006: £3 million) for Tenon Audit Limited. These arrangements
are described more fully in note 36. At 30 June 2007 £1,844,000 (30 June 2006: £1,855,000) of the facility had been utilised.

24 Financial instruments

The group’s financial instruments comprise sterling cash, bank deposits, endowment policies, loan stock, bank loans and
overdrafts, obligations under finance leases and annuity provisions, together with various balances such as accounts receivable
and accounts payable that arise directly from its operations. There are no significant balances in foreign currencies.

The main purpose of these financial instruments is to raise finance for the group’s operations. Specifically, the bank loans and
loan stock were raised to partially fund the acquisition programme during 2000, 2001 and 2004. The bank overdraft is utilised 
as and when required as part of the group’s working capital.

The group seeks to specifically manage financial risk, to ensure sufficient liquidity is available to meet foreseeable needs as and
when they fall due. Liquid resources are managed to ensure cash assets are invested safely and profitably.

At the time of the main acquisitions, the group took over bank loans and endowment policies which had originally been taken out
for periods in excess of ten years. The intention is for the proceeds of the endowments to provide the capital to repay these loans
in full at the end of the term. Certain of these endowments will provide a guaranteed sum and others vary depending on the
performance of the equity markets. The group contributes on a monthly basis to these policies.

It is, and has been throughout the period under review, the group’s policy that no other trading in financial instruments shall 
be undertaken.

The fair value of financial assets and liabilities approximates to their book value. Short term debtors and creditors (other than
bank and other borrowings) have been excluded from the following disclosures as permitted by Financial Reporting Standard 13:
“Derivatives and other financial instruments”.

The main risk from the group’s other financial instruments is interest rate risk. The directors review and agree the policies for
managing this and other risks as set out on page 19. In relation to interest rate risk the directors aim to strike a balance between
the operational needs of the business, floating rate interest risk and the expense of fixed interest rates.

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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Interest rate risk profile
The interest rate risk profile of financial assets and liabilities together with an indication of weighted average interest rates 
is as follows:

2006/07 2005/06
weighted weighted

Weighted average Weighted average
average period for average period for
interest which rate interest which rate

Assets Liabilities rate is fixed Assets Liabilities rate is fixed
£’000 £’000 % Years £’000 £’000 % Years

Fixed rate
Banks and other loans – 11,456 6.6% 0.9 – – – – 
Loan stock deposit – – – – 313 – 3.8% 0.3 
Loan stock – – – – – 313 3.0% 0.3 
Finance leases – 510 2.5% 1.5 – 568 6.5% 2.1 

– 11,966 403 881 

Floating rate
Endowments 234 – Linked to equity 216 – Linked to equity

and other markets and other markets

Other investments – 
guarantee deposits – – – 121 – Linked to LIBOR

Cash balances 13,434 – Linked to base rate 16,225 – Linked to base rate

Loan stock deposit – – – 30 – Base rate minus 0.15%

Loan stock deposit – – – 20 – LIBOR minus 0.35% 

Loan stock – – – – 30 Base rate minus
0.78-1% 

Loan stock – – – – 1,239 Base rate plus 1%

Loan stock – – – – 20 LIBOR minus
1.2-1.25% 

Bank loans – 11,455 Base rate plus 1.5-1.75% – 26,343 Base rate plus 2-3.5%

Deferred consideration 2,481 – Linked to base rate – – – 

16,149 11,455 16,612 27,632 

Other financial liabilities on
which no interest is paid – 2,849 – 3,859 

Total 16,149 26,270 17,015 32,372 

Maturity of financial assets and liabilities
30 June 2007 30 June 2006 

Financial Financial Financial Financial
assets liabilities assets liabilities
£’000 £’000 £’000 £’000

Within one year or on demand 14,193 6,498 16,924 9,030 
Between one and two years 1,862 5,376 – 4,156 
Between two and five years 94 14,292 91 18,681 
In more than five years – 104 – 505 

16,149 26,270 17,015 32,372 

An interest rate swap converts 50% of the bank loans into fixed interest debt.  We estimate that at 30 June 2007 the fair value 
of the interest rate swap was £42,000 (30 June 2006: £69,000). The value of the interest rate swap held in the balance sheet 
at 30 June 2007 is £nil (30 June 2006: £nil).

Other financial liabilities on which no interest is paid comprise contingent consideration, provisions relating to onerous leases,
indemnity commissions, leasehold dilapidations and professional indemnity.

Borrowing facilities
At 30 June 2007 the group had undrawn committed bank facilities of £4,500,000 (30 June 2006: £4,500,000), all of which fall
due for review within one year.
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25 Called up share capital

30 June 30 June 
2007 2006

£’000 £’000

Group and company
Authorised
200,000,000 ordinary shares of 10 pence each 20,000 20,000 

Allotted, called up and fully paid
169,644,736 ordinary shares of 10 pence each (30 June 2006: 160,819,689 ordinary shares) 16,964 16,082 

During the year the company issued the following ordinary shares of 10 pence each:
Quantity Issue price

(Pence)

Acquisition of LWC 544,715 61.50 
Share options exercised 7,230,000 10.00 
Share options exercised 800,332 18.25 
Share options exercised 250,000 30.50 

26 Share options

The company operates an Executive Share Option Plan (ESOP) under which the remuneration committee can grant options 
over shares in the company to employees of the group. The contractual life of an option is normally 10 years. Awards under the
ESOP are generally reserved for employees at senior management level and above and 216 employees are currently eligible to
participate in this group. There are no reload features. Exercise of an option is subject to continued employment. Options were
valued using the Black-Scholes option-pricing model. No performance conditions were included in the fair value calculations.

Grant date 07.03.03 22.04.03 22.01.04 21.10.04 25.07.06 24.10.06 04.12.06 04.12.06
Share price at grant date 8.0 18.50 30.5 32.0 25.0 39.0 43.5 43.5 
Exercise price (pence) 10.0 18.25 30.5 10.0 10.0 10.0 10.0 25.0 
Number of employees 73 56 3 95 1 2 1 1 
Share options granted (‘000) 11,175 1,867 152 7,065 200 125 245 40
HMRC approved scheme Unapproved Approved Unapproved Unapproved Unapproved Unapproved Unapproved Unapproved
Shares under option (‘000) 3,135 888 50 5,875 200 125 245 40 
Vesting period (years) 3 3 3 3 3 3 2 2 
Expected volatility 60% 60% 50% 35% 40% 40% 40% 40%
Expected life (years) 3 3 3 3.5 3 3 2 2 
Expiry date 07.03.13 23.04.13 23.01.14 21.10.14 24.10.16 24.10.16 04.12.16 04.12.16
Risk free rate 3.37% 3.76% 4.43% 4.51% 4.75% 5.25% 5.25% 5.25%
Dividend yield 0% 0% 0% 0% 0% 0% 0% 0%
Fair value per options (pence) 3.0 8.00 11.6 23.3 16.7 30.5 34.5 22.0 

The expected volatility is based on historical volatility over the last three years. The expected life is the average expected period to
exercise. The risk free rate of return is the yield on zero-coupon UK government bonds of a term consistent with the assumed option life.

A reconciliation of option movements over the year to 30 June 2007 is shown below:

Year ended 30 June 2007 Year ended 30 June 2006
Number Weighted average Number Weighted average

‘000 exercise price ‘000 exercise price

Outstanding at 1 July 19,011 11.04 19,753 11.02 
Granted 610 11.46 – –
Lapsed (783) 9.60 (240) 10.00 
Exercised (8,280) 11.42 (502) 10.85 

Outstanding at 30 June 10,558 10.85 19,011 11.04 

Exercisable at 30 June 4,073 12.05 11,936 11.14 

The weighted average fair value of options granted in the year was £164,850 (year ended 30 June 2006: £nil).

Year ended 30 June 2007 Year ended 30 June 2006
Weighted Weighted

Weighted average Weighted average
Number average remaining life: Number average remaining life:

Range of exercise prices ‘000 exercise Expected Contractual ‘000 exercise Expected Contractual

£0.00-£0.15 9,580 10.00 0.6 6.9 17,065 10.00 0.5 7.8 
£0.16-£0.35 978 19.15 0.1 6.0 1,946 20.14 0.0 6.9 

The weighted average share price during the period for options exercised over the year was £0.45 (year ended 30 June 2006: £0.22).
The total charge for the year relating to employee share based payment plans was £0.4m (year ended 30 June 2006: £0.6m), 
all of which related to equity-settled share based payment transactions. After deferred tax, the total charge was £0.2m (year ended
30 June 2006: £0.6m).

In addition to the above share options Lloyds TSB Bank plc hold a share warrant over 4% of the fully diluted ordinary share
capital. These warrants are exercisable at the bank’s discretion until 29 April 2011 at a price of 50p per share. No value was
attached to the warrant on the grounds of materiality.

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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27 Reserves

Group Profit
Share Investment and loss

premium Merger Shares to revaluation reserve
account reserve be issued reserve (restated)

£’000 £’000 £’000 £’000 £’000

At 1 July 2006 – as previously reported 19,578 25,629 – 6 (3,021)
Prior year adjustment – FRS 20 – – – – 28 

Opening reserves as restated 19,578 25,629 – 6 (2,993)
Profit for the year – – – – 4,523 
Dividends paid – – – – (1,645)
Reversal of employee share scheme costs – – – – 390 
Issue of ordinary shares 398 – – – – 
To be issued on acquisitions in the year – – 440 – – 
Realisation of merger reserve – (3,080) – – 3,080 
Actuarial loss on pension schemes – – – – (17)
Revaluation arising in the year (note 16) – – – 6 – 

At 30 June 2007 19,976 22,549 440 12 3,338 

Company
Profit 

Share and loss
premium Shares to reserve
account be issued (restated)

£’000 £’000 £’000

At 1 July 2006 – as previously reported 19,578 – 489 
Prior year adjustment – FRS 20 – 1,228 (192) 

Opening reserves as restated 19,578 1,228 297
Profit for the year – – 1,210 
Dividends paid – – (1,645)
Dividends received – – 3,500 
Reversal of employee share scheme costs – – 5 
Subsidiary undertaking employee share scheme costs – 385 – 
To be issued on acquisitions in the year – 440 – 
Issue of ordinary shares 398 – – 

At 30 June 2007 19,976 2,053 3,367

The restatement of company profits under FRS 20 has resulted in an increase in the reported profit after tax in the year 
to 30 June 2006 of £264,000, being a £389,000 reduction in share option charges off set by an increase in the associated
deferred tax charge of £125,000.

Opening net assets at 1 July 2006 have been increased by £1,036,000, being the cumulative effect after taxation to 1 July 2006
of share option costs borne by the parent company in respect of employees of subsidiary entities. The share options cost of
£1,228,000 before tax has been taken to investments to reflect the capital contribution made by the parent company to
subsidiary staff costs. The shares to be issued reserve has been credited with £1,228,000 and the profit and loss account 
reserve charged with an associated deferred tax charge of £192,000.

28 Reconciliation of movements in group shareholders’ funds
30 June 30 June

2007 2006
(Restated)

£’000 £’000

Profit for the financial year 4,523 1,135 
Dividends paid (1,645) (798)

Retained profit for the financial year 2,878 337 
Issue of ordinary shares 1,280 279 
Shares to be issued 440 – 
Employee share scheme costs 390 625 
Actuarial loss recognised on pension schemes (17) (63)
Movement in revaluation reserve 6 6 

Net movement in shareholders’ funds 4,977 1,184 

Opening shareholders’ funds as previously reported 58,274 57,006 
Prior year adjustment – FRS 20 28 112 

Opening shareholders’ funds as restated 58,302 57,118 

Closing shareholders’ funds 63,279 58,302 

New shares issued
30 June 30 June

2007 2006
£’000 £’000

Nominal value of shares issued 882 122 
Share premium 398 157 

New shares issued 1,280 279 
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29 Pension arrangements

The group contributes to the personal pension plans of certain of its staff. At 30 June 2007 outstanding pension contributions
amounted to £109,000 (30 June 2006: £52,000).

The group operates certain defined benefit arrangements in the UK. These are closed and have no active members. The defined
benefit arrangements are unfunded and unapproved and hence no actuarial valuation is required. An internal assessment of the
pension cost and provision was carried out at 30 June 2006 and 30 June 2007.

Information relating to the defined benefit arrangements as at 30 June 2007, in accordance with the disclosure requirements 
of Financial Reporting Standard 17, is as follows:

Financial assumptions used
30 June 30 June 30 June 30 June 31 December

2007 2006 2005 2004 2002

Discount rate 5.75% 4.75% 4.75% 4.75% 5.70% 
Rate of increase of pensions in payment 0.00%-2.33% 0.00%-1.80% 0.00%-1.80% 0.00%-1.80% 0.00%-2.00% 
Inflation 3.50% 2.70% 2.70% 2.70% 3.00% 

The arrangements are unfunded and hence there are no assets.

30 June 30 June 30 June 30 June 31 December
2007 2006 2005 2004 2002

Present value of schemes’ liabilities
and net pension deficit 732 798 818 814 976 

Analysis of amount charged to 
other finance charges

Interest on pension schemes’ liabilities (40) (36) (43) (73) (53)

Total amount charged (40) (36) (43) (73) (53)

Analysis of amounts that have been 
recognised in the statement of total
recognised gains and losses (STRGL)

Experience (losses)/gains arising on the
schemes’ liabilities (17) (63) (33) 50 (48)

Changes in assumptions underlying the present
value of schemes’ liabilities – – (33) (5) (21)

Actuarial (losses)/gains in the STRGL (17) (63) (66) 45 (69)

Movement in deficit during the year
Deficit in the schemes at the beginning of the year (798) (818) (814) (976) (1,013)
Employer contributions 89 119 105 190 159 
Charged to the profit and loss account –

other finance costs (40) (36) (43) (73) (53)
Disposals 34 – – – – 
Actuarial losses (17) (63) (66) 45 (69)

Deficit in the schemes at the end of the year (732) (798) (818) (814) (976)

History of experience gains and losses
30 June 30 June 30 June 30 June 31 December

2007 2006 2005 2004 2002

Experience gains and losses on scheme liabilities
Amount (17) (63) (33) 50 (48)
Percentage of the present value of the schemes’ liabilities 2% 8% 4% 6% 5%

Total amount recognised in the STRGL
Amount (17) (63) (66) 45 (69)
Percentage of the present value of the schemes’ liabilities 2% 8% 8% 6% 7%

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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30 Financial commitments

Annual commitments under non-cancellable operating leases are as follows:

30 June 30 June
Land and 2007 Land and 2006
buildings Other Total buildings Other Total

£’000 £’000 £’000 £’000 £’000 £’000

Expiring within one year 100 11 111 197 1 198 
Expiring between two and five years 1,549 132 1,681 1,059 77 1,136 
Expiring in five or more years 1,721 – 1,721 2,106 – 2,106 

3,370 143 3,513 3,362 78 3,440 

At 30 June 2007 capital expenditure authorised by the board but not provided in the financial statements amounted to £nil 
(30 June 2006: £nil). Contracts placed for future capital expenditure, not provided in the financial statements, amounted to £nil
(30 June 2006: £nil).

31 Net cash inflow/(outflow) from operating activities

Year ended
Year ended Continuing 30 June 

Continuing Discontinued 30 June operations Discontinued 2006
operations operations 2007 (restated) operations (Restated)

£’000 £’000 £’000 £’000 £’000 £’000

Operating profit 8,532 – 8,532 6,064 (130) 5,934 
Employee share scheme costs 390 – 390 625 – 625 
Depreciation of tangible fixed assets 1,273 – 1,273 1,292 – 1,292 
(Profit)/loss on disposal of fixed assets (12) – (12) 19 – 19 
Amortisation of intangible assets 4,697 – 4,697 4,768 – 4,768 
Decrease in debtors 82 – 82 866 – 866 
(Decrease)/increase in creditors (2,049) – (2,049) 10,680 – 10,680 
(Decrease)/increase in provisions (495) – (495) 816 – 816 

Net cash inflow/(outflow) from 
operating activities 12,418 – 12,418 25,130 (130) 25,000 

32 Analysis and reconciliation of movement in net debt
1 July Non-cash 30 June
2006 Cash flow items 2007

£’000 £’000 £’000 £’000

Cash balances
Cash at bank and in hand 16,346 (2,912) – 13,434 

Debt
Loan stock deposit 363 (363) – – 
Loan stock (1,602) 1,602 – – 
Bank loans due within one year (3,457) 3,457 (3,975) (3,975)
Bank and other loans due after one year (22,886) 45 3,905 (18,936)
Finance leases due within one year (278) 278 (315) (315)
Finance leases due after one year (290) (193) 288 (195)

(28,150) 4,826 (97) (23,421)

Net debt (11,804) 1,914 (97) (9,987)
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33 Reconciliation of net cash flow to movement in net debt
Year ended Year ended

30 June 30 June 
2007 2006

£’000 £’000

(Decrease)/increase in cash (2,912) 12,064 
Cash inflow from movement in debt and lease financing 4,826 6,521 

Changes in net debt resulting from cash flows 1,914 18,585 
Loan stock due on acquisitions – (2,921)
Loans and finance leases acquired with subsidiary undertakings (27) (57)
Other non cash changes (70) (115)

Movement in net debt in the year 1,817 15,492 
Net debt at beginning of year (11,804) (27,296)

Net debt at end of year (9,987) (11,804)

Other non cash changes relate to the amortisation of bank facility fees.

34 Acquisitions and disposals

The group purchased two businesses during the year for a total estimated consideration of £4,110,000. An adjustment was
required to the book values of the assets and liabilities of the businesses acquired in order to present the net assets of those
businesses at fair values in accordance with group accounting policies, details of which are set out below together with the
resultant amount of goodwill arising. The purchases were accounted for as acquisitions. There has been no profit or loss effect 
in the current year trading results of the group in relation to these acquisitions due to the transactions taking place close to 
the year end. The operating assets and liabilities of the acquisitions made during the year were as follows:

Bowmans 
Provisional

Book value at Fair value fair value 
acquisition adjustment to group 

£’000 £’000 £’000 

Tangible fixed assets 59 – 59 
Work in progress 9 (9) – 
Debtors 1,029 – 1,029 
Cash at bank net of overdraft 15 – 15 
Creditors: amounts falling due within one year (358) – (358)
Creditors: amounts falling due after more than one year (8) – (8)

Net assets 746 (9) 737 
Goodwill 1,710

2,447 

Satisfied by
Shares to be issued 440 
Cash 1,449
Deferred cash consideration (discounted) 473 

2,362
Costs of acquisition 85 

2,447 

A fair value adjustment has been applied to work in progress to bring the valuation basis into line with group accounting policies.

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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LWC
Provisional

Book value at Fair value fair value 
acquisition adjustment to group 

£’000 £’000 £’000 

Tangible fixed assets 19 – 19 
Debtors 625 – 625 
Creditors: amounts falling due within one year (186) – (186)

Net assets 458 – 458 
Goodwill 1,205 

1,663

Satisfied by 
Shares issued 335 
Cash 971 
Deferred cash consideration (discounted) 307 

1,613

Costs of acquisition 50

1,663 

The above figures reflect a preliminary allocation of the purchase consideration to the net assets and liabilities of the acquisitions
in the year. The preliminary allocation will be reviewed based on additional information up to 30 June 2008. The directors do not
believe that any net adjustments resulting from such review would have a material adverse effect on the Tenon group.

Deferred cash consideration for Bowmans is due shortly after the first and second anniversaries of acquisition in equal tranches
and is dependent on achievement of set performance criteria and represents the maximum amount payable in the future.

Deferred cash consideration for LWC is due shortly after the first anniversary of acquisition and is dependent on achievement 
of set performance criteria and represents the maximum amount payable in the future.

A review of prior year allocations of the purchase consideration due to actual profitability exceeding criteria set for contingent
consideration payments led to an increase in goodwill previously recognised of £134,000 in the year.

Disposal of Shepton Mallet and Yeovil offices 
The group disposed of offices in Shepton Mallet and Yeovil on 15 August 2006; details of assets disposed of and consideration
received are given below:

£’000

Tangible fixed assets 60 
Debtors 1,633 
Cash at bank net of overdraft – 
Creditors: amounts falling due within one year (259)

Net assets 1,434 

Goodwill 1,951 
Costs of disposal 84 

Profit on disposal – 

Disposal proceeds 3,469 

Satisfied by 
Cash 878 
Deferred cash consideration 2,591

3,469 

Deferred cash consideration was received on 15 August 2007 (£617,000) and is due to be received on 15 August 2008
(£1,974,000), payment is non contingent. 

The offices were expected to have a turnover of £7 million and make a contribution after tax (excluding non-trading gains 
and a proportion of allocated overhead costs) of not more than £350,000.

35 Related party disclosures

The group has taken advantage of the exemptions under Financial Reporting Standard 8: ‘Related party disclosure’ not to disclose
any transactions or balances between group entities that have been eliminated on consolidation.

There are a number of circumstances where the former partners of the acquired businesses own certain properties from which
Tenon trades. Consequently, Tenon pays rent to these former partners on an arm’s length basis and under normal commercial
terms. During the year Tenon paid £173,000 (year ended 30 June 2006: £464,000) in respect of such rent. At 30 June 2007
£36,000 was prepaid (30 June 2006: £95,000).
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36 Tenon Audit Limited

When acquiring a business the group does not acquire the audit practice. The audit practice is separately acquired by Tenon Audit
Limited (“Tenon Audit”), an independent company and registered auditor owned by certain of the former audit partners 
of the acquired practices.

Tenon Audit is registered to carry on audit work by the Institute of Chartered Accountants in England and Wales. Certain
undertakings as to the conduct of its business were required by the Audit Registration Committee. There are extensive and
detailed arrangements in place to maintain the independence of Tenon Audit.

The company provides certain services (including the use of facilities, personnel, office services, etc) to Tenon Audit, which 
the directors consider to be on an arm’s length basis. The amount charged to Tenon Audit for such services in the 12 months 
to 30 June 2007 amounted to £11,933,000 (year ended 30 June 2006: £10,561,000) and the amount due from Tenon Audit 
as at 30 June 2006 totalled £2,614,000 (30 June 2006: £2,469,000). No interest is charged on outstanding short term balances
with Tenon Audit.

In addition the company has guaranteed the bank overdraft facility of Tenon Audit, which amounted to £1,844,000 as at 
30 June 2007 (30 June 2006: £1,855,000). The company charged Tenon Audit £80,000 for the year ended 30 June 2007 
(year ended 30 June 2006: £80,000) for the provision of the guarantee.

37 Post balance sheet events

On 5 July 2007, the group completed a placing of 8,188,180 new ordinary shares at 60p per ordinary share generating
approximately £4.8m after expenses and representing 5% of the existing share capital of the business.

On 16 July the group purchased Unity Chartered Accountants and Corporate Recovery specialists based in Bolton and 
Jacksons Jolliffe Cork Recovery and Insolvency practice based in Yorkshire. Total consideration is estimated at £13,000,000,
£2,600,000 in shares and £10,400,000 in cash of which £2,600,000 is deferred for future payment upon the achievement 
of set performance criteria.

On 26 July the group purchased Hurst Morrison Thomson Corporate Recovery based in Reading. Total consideration is estimated
at £3,700,000, £800,000 in shares and £2,900,000 in cash of which £400,000 is deferred for future payment upon the
achievement of set performance criteria.

Subsequent to the period end the group renewed and restructured its bank facilities to reflect the strategic advances being made
and planned for the future. Total facilities of £45m will provide headroom for both organic and targeted acquisitive growth.

Notes to the financial statements
for the year ended 30 June 2007 (continued)
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NOTICE IS HEREBY GIVEN that the annual general meeting of the company will be held at Tenon Group PLC, 66 Chiltern Street,
London, W1U 4GB at 10.00am on 27th November 2007 for the purposes of considering and, if thought fit, passing the
following resolutions:

Ordinary business
Ordinary resolutions:

1. To receive and adopt the report of the directors and the financial statements for the year ended 30 June 2007.
2. To receive and adopt the report of the remuneration committee.
3. To declare a dividend of 1.2p per ordinary 10p share in the capital of the company (“ordinary shares”) payable to

shareholders on the register on 16th November 2007.
4. To re-elect Andrew Paul Raynor who retires from the board in accordance with Article 84, as a director of the company. 
5. To elect Carl Stuart Jackson who was appointed to the board during the year and who retires in accordance with Article 90, 

as a director of the company.
6. To appoint PricewaterhouseCoopers LLP as auditors and to authorise the directors to agree their remuneration.
7. That the issued share capital of the company be increased from £20,000,000 to £30,000,000 by the creation of an

additional 100,000,000 ordinary shares of 10p each ranking pari passu in all respects with the existing ordinary shares 
in the company. 

Special business
Special resolutions:

8. THAT
(i) In accordance with section 80 of the Companies Act (“the Act”) the directors be and are hereby generally and

unconditionally authorised to exercise all the powers of the company to allot relevant securities (as defined in
section 80(2) of the Act), up to a maximum aggregate nominal amount of £6,135,700 provided that:

a) this authority shall (unless previously revoked, varied or renewed by the company in general meeting) expire on
the earlier of 15 months after the passing of this resolution and the conclusion of the annual general meeting
of the company next following the passing of this resolution; and

b) the company shall be entitled to make any offer or agreement before the expiry of that authority which would
or might require relevant securities to be allotted after such expiry and the directors may allot any relevant
securities pursuant to such offer or agreement as if such authority had not expired; and

c) all previous authorities conferred upon the directors to allot relevant securities in accordance with section 80 
of the Act be revoked but without prejudice to the allotment of any relevant securities already made or to be
made pursuant to such authorities:

(ii) the directors be and are hereby granted power pursuant to section 95 of the Act to allot equity securities (within
the meaning of section 94 of the Act) pursuant to the authority conferred by paragraph (i) above wholly for cash 
as if section 89 (1) of the Act did not apply to any such allotment provide that this power shall be limited to:

a) the allotment of equity securities in connection with a rights issue, open offer or otherwise in favour of the
existing holders of equity securities in proportion (as nearly as practicable) to their holdings, subject to such
exclusions or other arrangements as the directors may deem necessary or expedient to deal with fractional
entitlements or legal or practical problems under the laws of, or the requirements of, any regulatory body or
any stock exchange or otherwise in any territory; and

b) the allotment (otherwise than pursuant to paragraph (ii) (a) above) of equity securities up to an aggregate
nominal value of £920,355:

and shall expire at the conclusion of the next annual general meeting of the company or, if earlier, 15 months 
from the passing of this resolution unless previously varied, revoked or renewed by the company in general meeting
provided that the company may, before such expiry, make any offer or agreement which would or might require
equity securities to be allotted after such expiry and the directors may allot equity securities pursuant to any such
offer or agreement as if the power hereby conferred had not expired and all prior powers granted under section 95
of the Act be revoked provided that such revocation not have retrospective effect.
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Special business (continued)

9. THAT the company be unconditionally and generally authorised to make market purchases (as defined by Section 163(3) 
of the Act) of ordinary shares on such terms as the directors shall determine, provided that:
a) The maximum number of ordinary shares which may be so acquired is 18,407,099.
b) The minimum price which may be so paid is 10p per ordinary share.
c) The maximum price which may be so paid for each share shall not exceed 5 per cent over the average of the closing

middle market price of the ordinary shares (as derived from the AIM list) for the five business days immediately preceding
the date on which the company agrees to buy the shares concerned; and

d) This authority (unless previously revoked, varied or renewed) shall expire at the earlier of the date of the next annual
general meeting of the company or 15 months after the passing of this resolution except in relation to the purchase 
of ordinary shares, the contract for which was concluded before such date and which will or may be executed wholly 
or partly after such date.

By order of the board

Christopher Crouch
Company secretary

23 October 2007

Registered office:
66 Chiltern Street, London W1U 4GB

Notes:

1. Shareholders entitled to attend and vote at the meeting may appoint one or more proxies (who need not be shareholders) 
to attend and vote on their behalf.

2. To have the right to attend and vote at the meeting you must hold ordinary shares in the company and your name must 
be entered on the share register of the company in accordance with note 4 below.

3. To be valid, forms of proxy (and the power of attorney or other authority, if any, under which it is signed or a notarially
certified copy thereof) must be received by the company’s registrars Capita Registrars (Proxies) PO Box 25, The Registry, 
34 Beckenham, Kent BR3 4BR, as soon as possible, but in any event so as to arrive no later than 10.00 am on 24 November,
2007. A form of proxy accompanies this notice. Completion and return of a form of proxy will not preclude members from
attending and voting at the meeting should they wish to do so.

4. The time by which a person must be entered on the register of members in order to have the right to attend or vote at the
meeting is 6 p.m. on 25 November, 2007. If the meeting is adjourned, the time by which a person must be entered on the
register of members in order to have the right to attend or vote at the adjourned meeting is 48 hours before the date fixed for
the adjourned meeting. Changes to entries on the register of members after such times shall be disregarded in determining
the rights of any person to attend or vote at the meeting.

Notice of annual general meeting
(continued)
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Form of proxy

FOR USE BY ORDINARY SHAREHOLDERS
Relating to the annual general meeting to be held on 27th November 2007 at 10.00am, at Tenon Group PLC, 
66 Chiltern Street, London W1U 4GB
To be effective, this form must be lodged with the company’s registrars by 10.00am on 24 November, 2007.

I/We

FULL NAME(S) IN BLOCK CAPITALS

of

ADDRESS IN BLOCK CAPITALS

being holder(s) of ordinary shares of 10 pence each in the capital of the company hereby appoint the chairman of the meeting or
(see note 1 below)

as my/our proxy to vote for me/us on my/our behalf at the annual general meeting of the company to be held 
on 27th November 2007 and at any adjournment thereof. My/our proxy is to vote on the resolutions as follows:

Ordinary business

Ordinary resolutions
For Against Vote withheld Discretionary

1. To receive and adopt the report of the directors and the financial statements 

for the 12 months ended 30 June 2007.

2. To receive and adopt the report of the remuneration committee.

3. To declare a dividend of 1.2 p per ordinary 10p share payable to shareholders

on the register on 16th November 2006.

4. To re-elect Andrew Paul Raynor who retires from the board in accordance with 

Article 84, as a director of the company. 

5. To elect Carl Stuart Jackson who retires from the board in accordance with 

Article 90, as a director of the company. 

6. To appoint PricewaterhouseCoopers LLP as auditors and to authorise the

directors to agree their remuneration.

7. To increase the authorised share capital of the company by the creation

of an additional 100,000,000 ordinary shares of £0.10 each.

Special business

Special resolutions
8. To authorise the directors to allot shares pursuant to sections 80 and 95 

of the Companies Act 1985.

9. To authorise the company to make market purchases (as defined by the 

Companies Act section 163(3)) of ordinary shares.

In the absence of instructions, the proxy is authorised to vote (or abstain from voting) at his or her discretion on the specified
resolutions. The proxy is also authorised to vote (or abstain from voting) on any business which may properly come before the meeting.

NOTES:

1. Every holder has a right to appoint some other person of their choice, who need not be a shareholder, to attend and act on their
behalf at the meeting. If you wish to appoint a person other than the chairman of the meeting, delete the words “the chairman
of the meeting” and insert the name and address of your proxy in the space provided. Please initial the amendment. A proxy,
who need not be a member of the company, must attend the meeting in person to represent you.

2. A holder may appoint more than one proxy to attend. When two or more valid but differing instruments of proxy are delivered 
in respect of the same share for use at the same meeting and in respect of the same matter, the one which is lastly delivered
(regardless of its date or of the date of its execution) shall be treated as replacing and revoking the other or others as regards
that share. If the company is unable to determine which instrument was lastly delivered, none of them shall be treated as valid 
in respect of that share.

3. In the case of a corporation the proxy must be under its common seal (if any) or the hand of its duly authorised agent or officer.
In the case of an individual, the proxy must be signed by the appointor or his agent, duly authorised in writing.

continued overleaf

Date Signature(s)

�
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Capita Registrars (Proxies)
PO Box 25
Beckenham
Kent BR3 4BR

BUSINESS REPLY SERVICE
Licence No MB122 1

Second fold

Third fold and tuck in
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�

NOTES: continued

4. For joint holders, the signature of one of them will suffice, but the names of all joint holders should be shown. The vote 
of the senior joint holder who tenders a vote, whether in person or by proxy will be accepted to the exclusion of the votes 
of the other joint holders, and for this purpose seniority shall be determined by the order in which the names stand in the
register of members in respect of the joint holding.

5. If you wish your proxy to cast all of your votes for or against a resolution, you should insert an “X” in the appropriate box. If
you wish your proxy may vote or abstain from voting as he or she sees fit on the specified resolutions and, unless instructed
otherwise, may also vote or abstain from voting as he or she thinks fit on any other business (including on a motion to
amend a resolution, to propose a new resolution or to adjourn the Meeting) which may properly come before the meeting.

6. To abstain from voting on a resolution, tick the box “vote withheld”. A vote withheld is not a vote in law, which means that
the vote will not be counted in the calculation of votes “for” and “against” the resolution. Ticking “Discretionary”, or failing 
to tick any box against a resolution will mean that your proxy can vote as he or she wishes or can decide not to vote at all.

7. This proxy should reach the company’s registrars, Capita Registrars (Proxies), PO Box 25, The Registry, 34 Beckenham Road,
Beckenham, Kent BR3 4BR, not less than 48 hours before the time fixed for the meeting or adjourned meeting (excluding
any part of a day which is not a working day) together with the authority (or a notarially certified copy of such authority)
under which it is signed.

8. Pursuant to regulation 41 of the Uncertified Securities Regulations 2001, entitlement to attend and vote at the meeting 
and the number of votes which may be cast thereat will be determined by reference to the register of members at close 
of business on the day which is two days before the day of the meeting. Changes to entries on the register of members 
after that time shall be disregarded in determining the rights of any person to attend and vote at the meeting.

9. The completion and return of this form will not preclude a member from attending the meeting and voting in person.
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Directors and advisers47

Directors

Arthur Leonard Robert Morton Chairman*
Charles Alan McFetrich, MA, FCA Deputy chairman*
Andrew Paul Raynor, BA, FCA Chief executive
Lesley Spencer, BA, ACA Finance and operations director
Carl Stuart Jackson, BSc, ACA, MABRP Director

All of 66 Chiltern St, London W1U 4GB * Non-executive

Company secretary and Christopher Charles Crouch
registered office 66 Chiltern St

London W1U 4GB

Registered number 3931297

Nominated adviser and broker Numis Securities Limited
10 Paternoster Square
London EC4M 7LT

Independent auditors PricewaterhouseCoopers LLP
Chartered accountants and registered auditors
1 Embankment Place
London WC2N 6RH

Solicitors Macfarlanes
10 Norwich Street
London EC4A 1BD

Principal bankers Lloyds TSB Bank plc
39 Threadneedle Street
London EC2R 8AU

Registrars and Capita Registrars
receiving agents The Registry

34 Beckenham Road
Beckenham
Kent BR3 4TU

Financial public relations adviser College Hill Associates Limited
The Registry
Royal Mint Court
London EC3N 4QN
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“Our business is our people”

Behind the figures, year on year, a growing team
with strength and capability.

> In 2007 we appointed new heads of tax,
recovery, corporate finance and marketing.

> Senior external appointments were made 
in all service lines.

> 34 directors and associate directors were
promoted from the Tenon Academy.

> Leading roles in professional and industry
bodies were gained by directors.

> “Team Tenon” helps co-ordinate people
initiatives across all our business units, from
the 3 Peaks challenge to the highly successful
national men’s and women’s football
tournament.

> “Tenon Talking” brings together the Tenon
community with regular news and comment
including the monthly “Tenon our World”,
Andy’s weekly blog and the “Bright Ideas
Forum”.

> “Tenon Giving” helps our people to register
their fundraising activities and encourage
others to help too. Tenon regularly adds 
to the funds raised by colleagues and
encourages Tenon Teams to participate 
in national charity events.

> Tenon’s Green policy was launched during 
the year to underpin our increasing awareness
of the contribution we can all make to our
environment.

> In many of our locations, we’re investing 
in our offices to reflect our team spirit in
modern, open, attractive surroundings.

48

Tenon annual report 2007
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