
HARVEY NASH GROUP PLC

Preliminary full year results for the year ended 31 January 2004

Harvey Nash Profits* ahead of expectations 

Harvey Nash Group plc ("Harvey Nash"), the Global Professional Services Group, announces its preliminary results for the year ended 31 January 2004.

Financial Results



31 Jan 2004
31 Jan 2003




Turnover 

£130.9m
      £156.7m



Profit before tax *

£1.1m 
          £0.1m



Unadjusted loss before tax

£4.5m
          £7.5m



Cash inflow from operating activities
 
£1.8m
          £5.7m





· Operating profit * of £2.0m up 70% (2003:£1.2m) 

· Profit before tax* ahead of expectations  

· All divisions return to profit

· Successful turnaround of US business 

· Further reduction in Group’s net debt 

· Cash generated from operating activities 

* Adjusted for goodwill of £2.1m (2003:£2.0m) and exceptional items of £3.5m (2002: £5.6m) and this meaning shall apply throughout the preliminary results statement

David Higgins, Harvey Nash’s Chief Executive Officer, commented:

“I am delighted with the Group’s performance this year in what has been a challenging business environment. All of the Group’s divisions have returned to profit and I am particularly pleased with our US operations, which have outperformed our expectations.  In the UK, our Consulting and Resourcing businesses have substantially increased profits taking advantage of the improving market conditions.  

The investment in the Harvey Nash brand and our unique portfolio of services has created a positive momentum in the business and we are now well positioned for future growth.” 

CHAIRMAN'S STATEMENT

Review of the Year

I am pleased that the Group has reported an increase in adjusted operating profit of £2.0m for the year compared to £1.2m for the previous year. 

For the year ended 31 January 2004, turnover increased 3.5% in the second six months compared to the first half, despite falling 16.5% year on year, from £156.7m to £130.9m.  

Profit before tax of £1.1m (2003: £0.1m) is stated before goodwill amortisation of £2.1m (2003: £2.0m) and an exceptional restructuring charge of £3.5m (2003: £5.6m), mainly relating to the restructuring in Europe and Asia Pacific.  This was charged to the profit and loss in the six months ended July 2003 and there was no additional exceptional charge in the second half of the year. 

The adjusted loss per share of 0.74p compares with loss per share of 0.92p last year and the Board is not recommending the payment of a dividend (2003: Nil).

The recovery in the US and UK markets which we first reported on in October 2003 has continued. As a result, the Group’s performance in the second half of the year has substantially improved with adjusted operating profits of £1.4m increasing from £0.6m in the first half.

Our market positioning and brand leadership in the IT sector continues to be enhanced by our Outsourcing and Software Development business. This business has had considerable success in winning substantial new projects with blue chip clients in the UK and Europe. 

In the first half of the year, in response to difficult trading conditions in continental Europe and Asia Pacific, the Group reduced its fixed cost infrastructure through headcount reduction and consolidating a number of offices. The restructuring ensured Europe remained profitable and that the losses in Asia were eliminated. 

The Group’s unique portfolio of services has been a major factor in contributing to the success of the Group over the last twelve months. The cash generative nature of the Group remains strong, with our Resourcing businesses generating profits in all its geographical areas and the Consulting business generating positive cash flow to fund future growth. 

Acquisitions

In October 2003 the Group acquired Snowdogs LLC, an IT business based in Seattle, US, for an initial consideration of $1.5m in shares. This acquisition gives geographical coverage and critical mass to take further advantage of the economic recovery in the US.  This business has performed strongly since acquisition and achieved its first earn-out target resulting in a further consideration of 385,166 shares.
In January 2004 the Group acquired SBS, an IT business based on the East Coast of the US, for $2.6m plus costs. The consideration was settled through a placing of 2.1m shares in Harvey Nash Group plc. 

Banking

The Group has continued to generate positive cashflow during the year through a combination of tight cost control, cash management and the unique cash generative nature of the Group’s mix of services. As a result, on 30 April 2003, the Group completed the first repayment of £2.0m under the terms of its revolving credit facility and on 26 September 2003 brought forward its second payment of £4.0m due on 30 April 2004.  Net borrowings have been reduced by over 13% to £4.8m at 31 January 2004 (2003: £5.6m).  

Staff and Management

I would like to thank all employees for their contribution to the Group’s achievements this year. As a result of their hard work and perseverance the Group has been able to increase its adjusted operating profits by 70%. In spite of the challenging environment, all of the Group’s businesses have returned to profits during the year.

The Board would also like to thank Ian Basser for his contribution to the Group’s operations in Asia Pacific and the UK, however, as a result of his relocation back to Australia he has stepped down from the Board but remains involved in the business.

Current Trading and Prospects.

Activity levels in both our UK and US operations improved in the second half of last year. This momentum has continued into the first quarter of this year and we remain optimistic about the prospects for 2004.

In Europe, although trading conditions have been challenging, business sentiment has improved.  However, it is too early to predict when the current increase in demand for our services will be translated into increased revenues and profits.

Looking forward, we will continue to invest in the key growth markets of the UK and the US as well as new services, such as our Outsourcing and Software Development business.  This approach will enable us to continue to develop our unique portfolio of services and create a solid platform for future growth.
Ian Kirkpatrick

Chairman

OPERATING REVIEW

Resourcing Services

The Resourcing Division experienced increasing demand in the US and UK and weak demand in Europe. This is reflected in an increase of £2.1m in turnover in the second half of the year, when compared with the first half, despite overall turnover for the full year declining by 17% from £141.7m to £118.1m. The Division reported adjusted operating profits of £1.9m (2003: £4.2m) for the year, with an underlying improvement in the second half compared to the first half.  

UK

Turnover from the UK was £59.2m (2003: £73.4m).  Adjusted operating profit was £0.8m (2003: £1.3m). 

The realignment of all the different services under one brand and management team, has enabled “Harvey Nash IT” to leverage its unique portfolio of services and increase its market share, particularly in the permanent division, where revenues increased by 11%. 

Demand for IT consultants strengthened during the year and the number of consultants working at client sites had increased by 5% by the year end. However margins remain under pressure as price continues to be the key factor in winning new business from large users of IT contractors.  

Through leveraging our portfolio of services, including our outsourcing capability and added value IT initiatives (Contractor Management System and Assignment Tracker), we have been able to reduce our cost of sale and so maintain gross margins in excess of 20% for the year.  

Europe

Our European Resourcing business experienced a 15% decline in turnover from £60.4m to £51.5m during the year.  Adjusted operating profit of £0.7m compares to £3.1m in the previous year reflecting the weak demand, which impacted all of our offices in Europe, particularly in Germany. 

Although the number of Harvey Nash IT Consultants working on client sites declined by only 7% during the year, the difficult market conditions resulted in margin and pricing pressure leading to a 14% decline in turnover.  Also, due to the high unemployment rates throughout Europe, we experienced a significant decline in the demand for our file search service, down 32% compared to the previous year.  We therefore restructured our operations in the first half of the year, reducing headcount and consolidating the number of offices.

As a result of the actions taken profitability was maintained and the Group’s operations in Europe are well positioned to take advantage of the improving business sentiment.

US 

The turnover of the US operation was £7.4m compared to £7.9m in the previous year.  Adjusted operating profit was £0.4m compared to a loss of £0.2m, as the Group’s operations in the US were stabilised and returned to profit. Business investment in the US economy was up 15% in the final quarter of last year, stimulating spend on IT and temporary staff. This clearly had an impact on our business, as organic growth in the number of IT consultants at client sites was 47%. In the second half, the Group began to invest in further fee earners and in line with the Group’s strategy of developing new services we have diversified into Financial Recruitment and Executive Search.

During the year the Group acquired three additional offices by way of two acquisitions. Snowdogs LLC, based in Seattle on the West Coast, the first acquisition, performed strongly and achieved its earn-out targets for the year, growing its IT Consultant numbers by 13%, with further growth following the year end. SBS Group Inc, based on the East Coast, the second acquisition, made on 26 January 2004, is an IT business, focused mainly on the Financial Services sector. This acquisition will contribute to the Group’s results in the year ended January 2005. 

Consulting

Demand for Consulting Services has accelerated in line with improving business confidence.  Generally, senior Executive Search activity levels increases at an early stage of a recovery as organisations begin to fill gaps in management created during the downturn. Also, investment and expansion will inevitably follow a pick up in earnings as growth recovers.

We have seen a broad recovery across all of our geographic markets for our Consulting Services, including France, Holland and Germany.

Although turnover declined by 15% to £12.8m (2003: £15.0m), adjusted operating profit of £0.2m (excluding the Asia Pacific loss of £0.2m in the first half) was an excellent result compared to the previous year’s loss (2003: £3.0m).  The Group continues its strategy of leveraging the Group’s services and brand by maintaining critical mass in the UK and a presence in each country in Europe, to enable us to deliver a pan-European service to our international clients. 

UK

Revenues in the UK were down 7% year on year to £10.9m (2003: £11.7m) and adjusted profit was £0.3m (2003: loss £1.7m). 

Revenues from the Technology Practice reflected the weak demand in the IT sector in general, down 7% compared to the previous year. However, the Consumer, Finance and Healthcare Divisions all reported growth in the year.  Interim Management also increased its numbers of consultants on assignment by 49%. Consulting services overall headcount was increased by 10% to take advantage of the better than expected growth in the UK economy.

Europe

The Group is represented in France, Holland and Germany and generated revenue of £1.4m compared to £2.5m in the previous year.  Following restructuring last year, European Consulting has broadened its sector focus and reduced losses from £0.8m to £0.1m. Our strategy going forward is to continue diversification of the sector focus and prudently invest as markets improve.

Asia Pacific 

Turnover of the Asia Pacific operations was £0.5m (2003: £0.8m), and the operating loss was £0.2m (2003: £0.6m).  These results were included in Consulting in the first half of the year and remain unchanged since the Group has sold its operations in Hong Kong and closed its Sydney office.  The related exceptional costs of £0.2m were included in the figures presented for the first half of the year.

FINANCIAL REVIEW

Profit and Loss Account

Turnover declined 16% to £130.9m for the year ended 31 January 2004 (2003:£156.7m). Gross margin of 20% was only slightly below the previous year (2003:21%) despite continued downward pressure on pricing. The proportion of turnover relating to the Resourcing Division was 90%, consistent with the previous year (2003: 90%). 

The cost base of the Group for the year was £24.8m (2003: £32.2m) excluding exceptional charges and goodwill amortisation, reflecting realised cost savings of £7.4m. 

Group operating profits for the year were £2.0m (2003: £1.2m) from which interest payable of £0.9m (2003: £1.1m), goodwill amortisation of £2.1m (2003: £2.0m) and exceptional items of £3.5m (2003: £5.6m) have been deducted, resulting in a reduced loss before taxation of £4.5m (2003: loss £7.5m).

Interest

Net interest payable in the year reduced from £1.1m to £0.9m primarily due to the reduction of debt and the benefit from lower underlying interest rates. The Group’s margin on interest and banking charges were reduced following the two repayments made on the revolving credit facility during the year. 

Exceptional Items

The Group incurred exceptional costs of £3.5m (2003: £5.6m) mainly in relation to the restructuring in Europe and Asia Pacific, but also including further property provisioning in the UK, reflecting the weakness in the London market. 

Taxation

A tax charge of £0.3m for the year has arisen (2003: £nil). This relates to prior year adjustments with a cash effect of £0.1m.  A deferred tax asset of £1.2m has been recognised (2003: £0.9m) which represents unrelieved tax losses of £0.9m in Europe and the US and short-term timing differences of £0.3m.

Balance Sheet 

Fixed assets have reduced from £2.2m last year to £1.4m this year as a result of lower levels of capital expenditure and the write off of fixed assets. Debtors have increased to £23.7m (2003: £22.2m) mainly as a result of the acquisitions and the impact of increased turnover compared to the same period in the prior year. This has been partly offset by a further 7% reduction in debtor days. 

The provision for liabilities and charges of £1.6m (2003: £1.5m) relates to an estimate of the Group’s future property lease obligations, mainly in the UK.

On 17 October 2003 the Group acquired Snowdogs LLC, an IT business based in Seattle USA, for a maximum of $4.5m. The initial consideration of $1.5m (£0.9m) was settled by way of a fresh issue of 1,213,789 ordinary shares. The deferred consideration will be satisfied by the issue of shares with an aggregate value of up to a maximum of $3.0m, based on Snowdogs achieving annualised PBIT of $0.6m during the period up to and ending on 31 January 2006.  The first earn-out target of $0.3m has already been achieved resulting in a payment of 385,166 shares.

On 26 January 2004 the Group acquired the SBS Group Inc for a consideration of $2.6m (£1.5m) excluding costs financed by way of a placing of 2.1m shares at 84p raising £1.7m in cash.

Net debt reduced from £5.6m at 31 January 2003 to £4.8m this year. 

Cash Flow

Cash generated from operating activities was £1.8m (2003: £5.7m), which includes the cash element relating to the restructuring and the positive movement on working capital. 

Interest paid was £0.9m (2003: £1.1m) and taxation paid of £0.5m (2003: £1.0m) mainly relates to the year ending 31 January 2002. Capital expenditure of £0.4m compares to £0.9m last year. The net cash effect of the acquisitions and the related placing of Group shares was an inflow of £0.2m.

Finally, the free cash flow of £0.2m has been applied to reduce net debt before foreign exchange gains of £0.4m and acquired cash balances of £0.1m. 

Unaudited Consolidated Profit and Loss Account

for the year ended 31 January 2004




Results before
Amortisation
Results after





amortisation of
 of goodwill
amortisation of





 goodwill and
 and
 goodwill and





exceptional 
exceptional
exceptional





 items
items
items





 2004
 2004
 2004 
2003




£’000
£’000
£’000 
£’000
Turnover 




Continuing operations



129,783
–
129,783
156,692

Acquisitions



1,128
–
1,128
–




130,911
–
130,911
156,692
Cost of sales 



(104,175)
–
(104,175)
(123,348)

Gross profit



26,736
–
26,736
33,344

Administrative expenses








  excluding goodwill amortisation
 


(24,771)
(3,494)
(28,265)
(37,777)

  goodwill amortisation 



–
(2,123)
(2,123)
(1,972)





(24,771)
(5,617)
(30,388)
(39,749)

Group operating profit/(loss) 








Continuing operations 



1,858
(5,617)
(3,759)
(6,405)

Acquisitions



107
–
107
–


Total operating profit/(loss)



1,965
(5,617)
(3,652)
(6,405)

Interest receivable 



–
–
–
61

Interest payable 



(884)
–
(884)
(1,146)

Profit/(loss) on ordinary activities before taxation 


1,081
(5,617)
(4,536)
(7,490)

Taxation on profit on ordinary activities 



(331)
–
(331)
–
Profit/(loss) on ordinary activities after taxation 


750
(5,617)
(4,867)
(7,490)

Profit/(loss) for the financial year 



750
(5,617)
(4,867)
(7,490)

Retained profit/(loss) for the financial year 


750
(5,617)
(4,867)
(7,490)

Basic loss per share 





(8.75)p
(14.91)p

Adjusted loss per share





(0.74)p
(0.92)p

Unaudited Consolidated Balance Sheet

as at 31 January 2004




Group 
Group






31 January 
31 January






2004 
2003 






£’000 
£’000 

Fixed assets

Intangible fixed assets 



30,759 
29,250 



Tangible fixed assets 



1,413
2,227 



Investments 



400
400 





32,572 
31,877 



Current assets

Debtors 



23,662
22,222



Cash at bank 



1,613
6,512 





25,275
28,734 



Creditors due within one year 



(20,420)
(17,532) 

Net current assets 



4,855 
11,202



Total assets less current liabilities 



37,427
43,079 



Creditors due after more than one year 



(6,333)
(11,874)



Provision for liabilities and charges 



(1,641)
(1,546)

Net assets 



29,453
29,659

Capital and reserves
Share capital 



2,984
2,801 



Shares to be issued 



1,648
– 



Share premium account 



18,023
16,445 



Other reserves 



11,736
10,898


Profit and loss account 



(4,938)
(485) 
Equity shareholders’ funds 



29,453
29,659 

Unaudited Consolidated Cash Flow Statement

for the year ended 31 January 2004






2004
2003





Notes 
£’000 
£’000
Net cash inflow from operating activities 




5 
1,757
5,721

Returns on investments and servicing of finance
Interest received 





–
62

Interest paid 





(863)
(1,106)

Interest element of finance lease repayments 




(21)
(38)

Net cash outflow from returns on investments and servicing of finance 


(884)
(1,082)

Tax paid 





(476)
(1,013)

Capital expenditure and financial investment
Purchase of tangible fixed assets 





(400)
(670)

Purchase of own shares 





–
(221)

Net cash outflow from capital expenditure 




(400)
(891)

Acquisitions and disposals

Settlement of deferred consideration 





–
(166)

Cash acquired with subsidiary undertakings 





133
–

Purchase of subsidiary undertakings





(1,610)
–

Net cash outflow from acquisitions





(1,477)
(166)

Financing

Issue of share capital 





103
1,132

Issue of share premium 





1,619
13,126

Payment of expenses on issue of equity shares 




(68)
(1,580)

Movement in borrowings 





(5,176)
(10,447)

Capital element of finance lease repayments 




(228)
(210)

Net cash (outflow)/inflow from financing 





(3,750)
2,021

(Decrease)/increase in cash in the year 




6
(5,230)
4,590

Unaudited Statement of Total Recognised Gains and Losses

for the year ended 31 January 2004






2004 
2003







£’000 
£’000

Loss for the financial year 





(4,867)
(7,490)

Currency translation differences on foreign currency net investments offset in reserves 

414
1,147

Total recognised losses for the year 





(4,453)
(6,343)

Unaudited Historical Cost Profits and Losses

There is no difference between the result as disclosed in the profit and loss account and that on an unmodified historical cost basis.

Unaudited Reconciliation of Movements in Shareholders’ Funds

for the year ended 31 January 2004






2004 
2003







£’000 
£’000

Loss for the financial year 





(4,867)
(7,490)

Issue of share capital 





183
1,292

Increase/(reduction) in shares to be issued 





1,648
(884)

Share premium on issued shares less share issue costs




1,578
11,548

Other reserves 





838
1,360

Currency translation differences on foreign currency net investments offset in reserves 

414
1,147

Net (decrease)/increase in equity shareholders’ funds 




(206)
6,973

Opening shareholders’ funds 





29,659
22,686

Closing equity shareholders’ funds 





29,453
29,659

1 Basis of Preparation

The financial information for the year ended 31 January 2004 is unaudited and does not represent full financial statements.  The financial information for the year ended 31 January 2003 are extracts from the full financial statements delivered to the Register of Companies.  The report of the auditors on those financial statements was unqualified and contained no statement under either section 237(2) or 237(3) of the Companies Act 1985.
 2 Segmental Reporting







2004 
2003







£’000 
£’000

Turnover

Geographical area by location of Group operations
United Kingdom 





70,093
85,095

Rest of Europe 





52,915
62,940

United States 





7,449
7,900

Asia Pacific 





454
757







130,911
156,692

Market sector

Resourcing Services 





118,088
141,684

Consulting Services 





12,823
15,008







130,911
156,692

It is considered that turnover by location of client operations is not materially different to turnover by location of Group operations.







2004 
2003







£’000 
£’000

Total operating profit/(loss)

Geographical area
United Kingdom





(629)
(3,640)

Rest of Europe 





(2,893)
486

United States 





283
(2,584)

Asia Pacific 





(413)
(667)







(3,652)
(6,405)

Market sector

Resourcing Services 





(2,278)
(2,627)

Consulting Services 





(1,374)
(3,778)







(3,652)
(6,405)






2004 
2003







£’000 
£’000

Total operating (loss)/profit before goodwill amortisation and exceptional items

Geographical area
United Kingdom 





1,136
(344)

Rest of Europe 





625
2,345

United States 





369
(236)

Asia Pacific 





(165)
(611)







1,965
1,154

Market sector

Resourcing Services 





1,912
4,197

Consulting Services 





53
(3,043)







1,965
1,154

Profit and loss line items contain the following amounts relating to the acquisitions in the year: Cost of sales £0.8m, Gross profit £0.4m, administrative expenses £0.3m







2004 
2003







£’000 
£’000

Net assets

Geographical area by location of client operations
United Kingdom 





31,147
30,159

Rest of Europe





2,381
5,478

United States 





(2,168)
(4,425)

Asia Pacific 





(1,907)
(1,553)







29,453
29,659
Since many of the assets within the Harvey Nash Group are shared by the two market sectors, it is considered neither practicable nor meaningful to provide an analysis of the net assets/liabilities by market sector.

3 Earnings Per Share







31 January 
31 January








2004 
2003







£’000 
£’000

Loss attributable to shareholders 





(4,867)
(7,490)

Weighted average number of shares





55,600,842
50,241,818

Basic loss per ordinary share 





(8.75)p
(14.91)p

Basic earnings per share is calculated by dividing the earnings attributable to ordinary shareholders by the weighted average number of ordinary shares in issue during the year, excluding those held in the Employee Benefit Trust  which are treated as cancelled.

The Company has share options which are potential ordinary shares, however, the impact on the net loss of these potential ordinary shares is anti-dilutive and therefore, the diluted earnings per share is the same as the basic earnings per share.







31 January 
31 January








2004 
2003







£’000 
£’000

Loss attributable to shareholders 





(4,867)
(7,490)

Amortisation of goodwill





2,123
1,972

Exceptional items 





3,494
5,587

Tax on exceptional items 





(1,163)
(532)

Adjusted (loss)/profit attributable to shareholders 




(413)
(463)

Weighted average number of shares 





55,600,842
50,241,818

Adjusted (loss)/earnings per ordinary share 




(0.74)p
(0.92)p

Adjusted (loss)/earnings per share has been calculated before amortisation and exceptional items in order that their effect on reported earnings can be fully appreciated.

4 Exceptional Items

Operating exceptional items comprise the following costs:








2004 
2003







£’000 
£’000

Release of provision for client dispute 





–
(921)

Restructuring costs 





1,840
1,887

Provision for onerous property leases and asset write downs



1,654
4,621







3,494
5,587

5 
Reconciliation of Operating Loss to Net Cash Inflow








2004 
2003







£’000 
£’000

Group operating loss 





(3,652)
(6,405)

Depreciation 





1,322
2,147

Amortisation 





2,123
1,972

Loss on disposal of fixed assets





-
1,109

Decrease in debtors 





611
9,292

Increase/(decrease) in creditors 





1,353
(2,394)

Net cash inflow from operating activities 





1,757
5,721

6 
Reconciliation of Net Cash Flow to Movement in Net Debt







31 January
31 January







2004
2003







£’000
£’000

(Decrease)/increase in cash during the year 





(5,230)
4,590

Decrease in debt and lease finance              





5,404
10,657







174
15,247

Cash acquired





133
–

Foreign exchange movement





442
702

Decrease in debt during the year       





749
15,949

Net debt at beginning of year 





(5,591)
(21,540)

Net debt at end of year 





(4,842)
(5,591)

Net cash 





1,613
6,512

Borrowings 





(6,455)
(12,103)







(4,842)
(5,591)

Analysis of Changes in Net Debt







Foreign




1 February


exchange
31 January



2003
Cash flow 

movements
2004



£’000
£’000 
Acquisition
£’000 
£’000
Cash


6,512
(5,230)
133 
198
1,613



6,512
(5,230)
133
198
1,613
Debt due after one year 


(11,753)
5,176
–
244 
(6,333)
Finance leases 


(350)
228
– 
– 
(122)



(12,103)
5,404
–
244 
(6,455)
Total 


(5,591)
174
133
442 
(4,842)
7 Acquisitions

Snowdogs LLC
On 17 October 2003, the Group acquired 100% of Snowdogs LLC, an IT business based in Seattle for an initial consideration of £1.0m ($1.5m), satisfied by the issue of £0.9m ($1.5m) of Harvey Nash shares and £0.1m ($0.1m) in cash. Deferred consideration of up to £1.8m ($3.0m) is payable, to be satisfied  in shares in 3 instalments over the next 2 years subject to certain profit targets being achieved. 

SBS Group Inc

On 26 January 2004, the Group acquired 100% of SBS Group Inc, an IT  business based in New York and Connecticut for a total consideration of £1.5m ($2.7m)  Consideration comprised two parts; £0.2m ($0.4m) was paid  for the share capital and £1.2m ($2.3m) for the loan account.  The consideration was settled in cash, raised by a placing of 2.1m new Harvey Nash Group shares. There are no earnout arrangements.


Snowdogs  
 
SBS 
Fair Value 
Final 


Book value 
 
book value
adjustment 
book value
Total


£’000

£’000 
£’000 
£’000


Fixed assets 
17

177
(115)
62
79

Debtors
284

1,860
-
1,860
2,144

Cash
91

42
-
42
133

Creditors
(11)

(2,502)
-
(2,502)
(2,513)


381

(423)
(115)
(538)
(157)

Value of consideration and 
capitalised costs

Cash 
160



354
514

Shares
1,047



-
1,047

Deferred consideration
1,787



-
1,787


2,994



354
3,348

Goodwill
2,613



892
3,505

Fair value adjustment represents the write down of purchased goodwill and fixed assets of £82,000 and £33,000 respectively.

The period of amortisation for both acquisitions is 20 years.

The profits for the acquired businesses up to the date of acquisition and for the prior year are as follows:






Snowdogs
SBS






1 January 2003 to
1 September 2003






17 October 2003
to 26 January 2004






£
£

Turnover




2,404
3,995

Operating profit




255
(91)

Profit/(loss) before taxation




255
(91)

Taxation




–
1

Profit/(loss) after taxation




255
(90)

Prior year result

Profit/(loss) after taxation




288
(1,536)

