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THE EVOLUTION GROUP PLC IS THE
HOLDING COMPANY OF EVOLUTION
SECURITIES LIMITED, WILLIAMS
DE BROE LIMITED AND EVOLUTION
SECURITIES CHINA LIMITED.
FOUNDED IN APRIL 2001 AND
ORIGINALLY LISTED ON AIM, THE
EVOLUTION GROUP JOINED THE
OFFICIAL LIST IN 2003 AND NOW
HAS A MARKET CAPITALISATION
OF OVER £215 MILLION.

FINANCIAL AND OPERATIONAL HIGHLIGHTS

Record total Group income! of £93.3m,
up 10% compared with 2006 of £84.8m.

Adjusted profit before tax? of £22.8m,
down 10% from 2006 of £25.2m.
Statutory profit before tax of £3.8m
(2006: £16.7m).

Continued Balance Sheet strength
with net assets at £155.3m (2006:
£154.0m) of which cash balance was
£122.7m (2006: £88.6m).

Increase in final dividend of 25% to
1.25p (2006: 1.00p) following an interim
dividend paid in October 2007 of 0.67p
(2006: 0.50p), giving a total dividend

for the year of 1.92p, increased by 28%
from prior year (2006: 1.5p).

Williams de Broé?
Williams de Broé total income! increased
by 58% to £32.6m (2006: £20.6m).

Assets under management increased
by 27% from £2.2bn at 31 December
2006 to £2.8bn.

New Edinburgh office expected
to significantly grow assets under
management and be earnings
enhancing from 2009 onwards.

Evolution Securities*

Re-balancing of Evolution Securities’
business model continued as evidenced
by 34% increase in secondary income to
£35.8m (2006: £26.7m), representing
66% of total income (2006: 45%).

Participated in deals to the value of
£2.9bn (2006: £1.7bn).

Trading volumes increased by 50%
to 1.8m (2006: 1.2m).

Continues to hold No. 1 position by
market share for agency and total
business on the FTSE AIM market
of the LSE (2006: No. 1).

Evolution Securities China®
Evolution Securities China total
income increased by 41% to £5.8m
(2006: £4.1m).




Evolution Securities aims to be Williams de Broé is one of the UK’s

the leading investment bank advising leading firms of investment managers
small and mid-cap UK public companies with a business built on the core values
with over 75 retained corporate clients of personal service, bespoke portfolio
to whom it provides corporate finance services, a sound investment process,
advice and corporate broking services. true independence and professional
Its increasing secondary markets partnerships. Williams de Broé Limited
business is focused on servicing is authorised and regulated by the
institutional investors through its Financial Services Authority.

teams in equity research, sales and
sales trading, market making and
fixed income. Evolution Securities
Limited is authorised and regulated
by the Financial Services Authority.

SUMMARY OF KEY INFORMATION

Evolution Securities China is

a specialist Chinese investment
banking business with offices in
London, Hong Kong and Shanghai.
It offers institutional clients research
and trading in listed Chinese stocks
and provides Chinese corporates
with access to the capital markets
of London and Hong Kong.

31 December 2006

31 December 2007 (Restated)®

£000 £000
TOTAL INCOME (before fee and commission expenses) 93,274 84,793
ADJUSTED OPERATING PROFIT? 19,970 21,317
OPERATING PROFIT 884 12,765
ADJUSTED PROFIT BEFORE TAX? 22,843 25,240
PROFIT BEFORE TAX 3,757 16,688
ADJUSTED EARNINGS? 18,376 16,435
PROFIT FOR THE YEAR 3,202 6,846
ADJUSTED BASIC EPS? 8.65p 7.42p
BASIC EPS 1.42p 3.06p
Notes

1 Represents total income before fee and commission expenses.

2 Adjusted operating profit, adjusted profit before tax (formerly clean profit before tax), adjusted earnings (formerly clean earnings) are defined in the Financial Review section

on page 14, and adjusted basic EPS is defined in note 15.

3 The results of Williams de Broé are defined as those arising from Williams de Broé Limited (‘WdB’), Williams de Broé Management Company Limited and from WDB Capital

Limited, including the consolidated results of the WDB Capital UK Equity Fund.

4The results of Evolution Securities are defined as those arising from Evolution Securities Limited (‘ESL) and its subsidiary Evolution Securities (US) Inc. (‘ESUS’).

5 The results of Evolution Securities China are defined as those arising from Evolution Securities China Limited (‘ESCL) and its subsidiary Evolution Watterson Securities

Limited (‘EWSL).

6 See note 1 for details of restatements.
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| am pleased to report continued growth in total income (before fee and
commission expenses) for the Evolution Group Plc (the ‘Group’ or the
‘Company’) from £84.8m to £93.3m, an increase of 10%. This continues
the trend of headline income growth over the past seven years.

While our businesses are not immune to the current market volatility
arising from the international credit crisis, our performance in 2007
met expectations and it supports the strategy to move the business
to a better balanced revenue model. | can report that the Group has
performed commendably in all three of its businesses against the
backdrop of significant volatility in the UK equity markets and weaker
IPO markets across all sectors, especially AIM.

Evolution Securities continued to make a significant contribution to the
Group, achieving total income (before fee and commission expenses) of
£54.6m (2006: £60.2m). Achieving a better balance between primary
and secondary market activities has been a priority for this business.
This was achieved during 2007 despite the disruptions caused to the
primary issuance sector in the second half of the year.

Williams de Broég, the private client investment management business,

completed the year with a record quarter for total income and profitability.

Assets under management increased by 27% to £2.8bn from £2.2bn
at the end of 2006. Williams de Broé is well on track to achieve its
target of £3.0bn assets under management by April 2008. The growth
in assets under management, together with the full year impact of the
W Deb MVL Plc business acquired in 2006, contributed to an overall
increase in total income (before fee and commission expenses) from
£20.6m in 2006 to £32.6m in 2007.

CHAIRMAN’S STATEMENT
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Evolution Securities China completed an excellent year in 2007 with
total income increasing by 41% to £5.8m compared with £4.1m for
2006. The business was strengthened both by the full year’s results
for Evolution Watterson Securities Limited in Hong Kong, where income
(before fee and commission expenses) increased by 133% to £1.4m
(2006: £0.6m), and by improved secondary trading out of London,
which increased by 71% to £1.2m (2006: £0.7m).

Balance sheet strength and cash balances

Current market conditions support our strategy of maintaining a strong
Balance Sheet. At the year-end, the Group had net assets of £155.3m
(2006: £154.0m) and, of this, the Group’s cash balances were £122.7m
(2006: £88.6m). Maintaining a strong and liquid Balance Sheet is core
Group policy. It provides strength in times of market uncertainty and
supports our ability to grasp opportunities should they present themselves.
Cash balances are maintained through the effective management of
working capital in trading portfolio assets and net trade receivables.

Exceptional costs

Results have been impacted by the continued presence of exceptional
costs of £7.6m (2006: £12.5m) related to the acquisition, restructuring
and integration of W Deb MVL Plc.

Board development

On 1 October, Peter Gibbs was appointed as a Non-executive Director
and has made a valuable contribution to the Board, with his significant
senior experience in the asset management business at both Executive
and Non-executive Director level. This appointment has maintained our
strategy of strengthening the Board. We intend to continue that strategy.

MARTIN GRAY
Chairman

ANNUAL REPORT & ACCOUNTS 2007



On 25 October, Graeme Dell (Finance Director) resigned from the Group.
The Board would like to thank Graeme for his significant contribution to
the Group over the past six years. We wish him all the very best for the
future. In the period since his resignation the role of Finance Director
has remained vacant and its responsibilities have been absorbed within
Finance, with a reporting line to the Group CEO. We expect to announce
the appointment of a new Finance Director in the near future.

Dividend

The Board recommends the payment of a final dividend of 1.25p

per share (2006: 1.00p). This follows the interim dividend payment

of 0.67p per share announced in September 2007 and paid in October
2007 (2006: 0.50p). This increase in the overall dividend is in line with
our progressive dividend policy and our continued confidence in the
Group’s operating businesses.

Share buyback

The Board wishes to maintain the capability to continue this programme
during the remainder of 2008, and will be seeking approval from
Shareholders at this year’s Annual General Meeting.

The Group employees

We are a service business and can only prosper through the efforts of
highly skilled Executives and teams of highly professional and committed
staff. During the year we strengthened our businesses with the recruitment
of very high quality individuals throughout the Group. We will continue to
strengthen our business in this way in the future. The way that our staff
have integrated the businesses we have acquired, managed the growth
we have achieved, managed the significant changes we have made to
our business model whilst dealing with volatile market conditions, has
been highly impressive. | thank them all for their skill and professionalism.

Outlook

Our businesses have continued to develop and are trading profitably in
2008 whilst also developing in line with our plans. We are continuing to
experience strong growth in our private client investment management
business, Williams de Bro€, both in terms of the growth in assets under
management and total income generated. The re-balancing of Evolution
Securities’ revenue mix has been achieved in 2007 and will continue,
with good progress being made in our secondary market franchise,
whilst our primary business has been subdued in line with market
conditions. Evolution Securities China is gaining the critical mass to
benefit from the substantial opportunities presented in this market.
We believe the Group, with a strong Balance Sheet and increasing
levels of recurring income, is well placed to ride out the current volatility
in financial markets and to take advantage of the opportunities which
may arise out of this volatility.

Martin Gray
Chairman
16 April 2008

OUR PERFORMANCE IN 2007 SUPPORTS
THE STRATEGY TO MOVE THE BUSINESS

TO A BETTER BALANCED REVENUE MODEL.




| am pleased to report that the Group has performed well during the
year. We have achieved a great number of the strategic objectives that

were set out in this report last year. £

Once again, the Group has achieved record income (before fee and 93- 3 I I l
commission expenses) in 2007 of £93.3m, up 10% from the level

achieved in 2006 of £84.8m. There is also a better balance of these 0

revenues between institutional investment banking at 65% (2006: 76%) o increase from 2006

and private client investment management at 35% (2006: 24%).

GROUP INCOME

The historic growth in income is demonstrated below:

EVOLUTION GROUP INCOME (before fee and commission expenses) INCOME BREAKDOWN
93.3 The detailed income analysis by segment and by operating company is
848 shown below:
2006
2007 (Restated)*
735 £000 % £000 %
64.1 INSTITUTIONAL INVESTMENT BANKING
Evolution Securities* 54,649 59 60,153 71
Evolution Securities China? 5,800 6 4,077 5
Sub-total 60,449 64,230
408 PRIVATE CLIENT INVESTMENT MANAGEMENT
Williams de Broé?3 32,606 35 20,621 24
OTHER
158 Other income 219 - (58) -
. 93,274 100 84,793 100
Commissions paid away (2,068) (1,788)
2001 2002 2003 2004 ‘ ‘ 2005 2006 2007 Total income 91,206 83,005
UKGAAP IFRS Notes

1 The results of Evolution Securities are defined as those arising from Evolution Securities
Limited (‘ESL) and its subsidiary Evolution Securities (US) Inc. (‘ESUS’).

2 The results of Evolution Securities China are defined as those arising from Evolution Securities
China Limited (‘ESCL) and its subsidiary Evolution Watterson Securities Limited (‘EWSL).

3 The results of Williams de Broé are defined as those arising from Williams de Broé Limited
(‘WdB’), Williams de Broé Management Company Limited and from WDB Capital Limited,
including the consolidated results of the WDB Capital UK Equity Fund.

4 See note 1 for details of restatements.

ALEX SNOW
Chief Executive Officer

CHIEF EXECUTIVE’'S REPORT
EVOLUTION GROUP
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Evolution Securities China

This business has continued to be profitable during 2007 and achieved
an adjusted operating profit of £0.6m in 2007 compared to £0.8m in
2006, with income (before fee and commission expenses) increasing

by 41% to £5.8m (2006: £4.1m).

Evolution Securities China

2006

2007 (Restated)

£000 £000

Income (before fee and commission expenses) 5,800 4,077
Fee and commission expenses (62) (82)
TOTAL INCOME 5,738 3,995
Operating expenses (5,251) (3,259)
OPERATING PROFIT 487 736
Amortisation of intangibles 101 51

Income Statement charge for share options
granted to employees 36 49

Evolution Securities China income analysis

Evolution Securities China’s total income (before fee and commission
expenses) has grown in all areas. The driver of this growth has been
corporate finance income, principally reflecting the interest from Chinese
companies for London listings, and due to strong fee income earned in
Hong Kong. This business is still at an early stage of development but

we continue to believe growth opportunities remain.

Evolution Securities China cost analysis

Evolution Securities China’s total cost* base increased by over 60%

as the business continued to change during the year. This cost increase
occurred mainly as a result of the hiring of staff in London and Shanghai
coupled with further investment in its offices and technology platform.
The level of performance related staff costs decreased in line with
operating profit as bonuses are calculated based on a percentage of profits.

1 Excludes the impact of the cost of options.

ADJUSTED OPERATING PROFIT 624 836
EVOLUTION SECURITIES CHINA INCOME ANALYSIS EVOLUTION SECURITIES CHINA COST ANALYSIS
2007 % 2007 %
1. CORPORATE FINANCE 78 1. STAFF COSTS — NON PERFORMANCE RELATED 44
2. SALES COMMISSIONS 11 2. STAFF COSTS — PERFORMANCE RELATED 13
3. TRADING 11 3. OTHER COSTS 42
4. INCOME STATEMENT CHARGE FOR

SHARE OPTIONS GRANTED TO EMPLOYEES 1
2006 % 2006 %
1. CORPORATE FINANCE 83 1. STAFF COSTS — NON PERFORMANCE RELATED 47
2. SALES COMMISSIONS 10 2. STAFF COSTS — PERFORMANCE RELATED 21
3. TRADING 7 3. OTHER COSTS 31

4. INCOME STATEMENT CHARGE FOR
SHARE OPTIONS GRANTED TO EMPLOYEES 1




Private client investment management

Looking next at Williams de Broé (including the results of the WDB Capital
UK Equity Fund), the Group’s private client investment management
business, 2007 has seen a continuation of the progress of the last four
years with an increase of 232% in adjusted operating profit from £1.9m
in 2006 to £6.3m in 2007. Its overall costs have increased in part due
to the increase in the scale of the business and the extended period that
it has taken to integrate the business transferred from W Deb MVL Plc.

Private client investment management

2006

2007 (Restated)

£000 £000

Income (before fee and commission expenses) 32,606 20,621

Fee and commission expenses (856) (529)

TOTAL INCOME 31,750 20,092

Operating expenses (27,804) (19,568)

OPERATING PROFIT 3,946 524

Amortisation of intangibles 158 39

Exceptional operating expenses 1,572 910
Income Statement charge for share options

granted to employees 653 453

ADJUSTED OPERATING PROFIT 6,329 1,926

PRIVATE CLIENT INVESTMENT MANAGEMENT INCOME ANALYSIS

2007 %
1. SALES COMMISSIONS 47
2. MANAGEMENT FEES 51
3. TRADING 2

4. OTHER INCOME -

Private client investment management income analysis

Williams de Broé’s mix of income has shown a shift towards more
reliable management fee income and away from sales commissions.
Income has benefited from the full year impact of the business acquired
from W Deb MVL Plc compared to the 7 months in 2006. As the overall
level of assets under management increases, recurring management fees
are becoming a more significant source of stable income for the Group.
Sales commissions also have a good degree of dependability as a result
of the vast majority of funds being managed on a discretionary basis.

Private client investment management cost analysis

The overall cost/income?! ratio for Williams de Broé Limited has declined
significantly to 78% (2006: 93%). This has been in large part due to
the significant income growth but also to a well defined cost base.
The cost structure within Williams de Broé Limited is highly predictable
and well managed. As stated in the prior year, the increased scale of
the business has resulted in significantly enhanced levels of profitability
and it is expected to continue to demonstrate this in the future.

1 Excludes the impact of the cost of options and exceptional items.

PRIVATE CLIENT INVESTMENT MANAGEMENT COST ANALYSIS

2007 %
1. STAFF COSTS — NON PERFORMANCE RELATED 27
2. STAFF COSTS — PERFORMANCE RELATED 24
3. OTHER COSTS 47

4. INCOME STATEMENT CHARGE FOR SHARE
OPTIONS GRANTED TO EMPLOYEES AND

EXCEPTIONAL STAFF COSTS 2
2006 % 2006 %
1. SALES COMMISSIONS 54 1. STAFF COSTS — NON PERFORMANCE RELATED 31
2. MANAGEMENT FEES 45 2. STAFF COSTS — PERFORMANCE RELATED 20
3. TRADING - 3. OTHER COSTS 42
4. OTHER INCOME 1 4. INCOME STATEMENT CHARGE FOR SHARE

OPTIONS GRANTED TO EMPLOYEES AND
EXCEPTIONAL STAFF COSTS 7

FINANCIAL REVIEW conminued
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Other activities

The Group’s other activities consist of the central support costs not
recovered from the operating businesses, the profits on, and provisions
against, available-for-sale investments and the remaining costs to close
down the W Deb MVL Plc entities (acquired in 2006) during 2007.

Other activities

2006
2007 (Restated)*
£000 £000
TOTAL INCOME 219 (58)
Operating expenses (6,239) (306)
Profit/(loss) on available-for-sale investments 231 (437)
Profit on part sale of subsidiary - 1,087
Share of post tax results of associates 29 1
OPERATING (LOSS)/PROFIT (5,760) 287
(Profit)/loss on available-for-sale investments (231) 437
Profit on part sale of subsidiary - (1,087)
Share of post tax results of associates (29) (1)
Impairment of intangibles - 778
Amortisation of intangibles 42 41
Negative goodwill arising on acquisition - (12,094)
Exceptional operating expenses 5,242 9,135
Income Statement charge for share options
granted to employees 745 930
ADJUSTED OPERATING PROFIT/(LOSS) 9 (1,574)

1See note 1 for details of restatements

Investment portfolio
As previously reported, the Group has continued to exit from its legacy
investment portfolio. The Group seeks to extract value from this portfolio
and recorded a profit on sale of available-for-sale investments of £0.3m
in 2007 (2006 loss: £0.4m). The fair value of the Group’s remaining
portfolio of available-for-sale investments is £0.7m (2006: £1.9m).

Shares purchased by the Employee Trust

The Trust purchased 6,998,506 shares during the year (2006: 3,159,465)
for total consideration of £9.7m (2006: £4.9m) through the Group’s
share incentive trust to meet awards made to staff. The Company has
and will continue this process in 2008.

Balance sheet strength and cashflow

The Group remains focused on maintaining a strong Balance Sheet.

At the year-end the Group had net assets of £155.3m (2006: £154.0m)
including cash of £122.7m (2006: £88.6m). During 2007 there were
increased working capital requirements compared with the previous year,
with net trade receivables and net trading portfolio assets in Evolution
Securities Limited being higher on average than 2006. Working capital
has been monitored carefully during the year and was actively managed
at the end of the year in line with Group policy and in response to the
more volatile markets. Largely as a result of the management of working
capital there is an overall net inflow of cash from operating activities of
£47.2m (2006: decrease £4.9m). When taken together with the £13.1m
(2006: £20.2m) outflow from own share purchases and dividends paid,
there is a resultant overall increase in cash for 2007 of £34.3m (2006:
decrease of £49.4m).

Dividend

The Board is proposing a final dividend per share for 2007 of 1.25p
per share (2006: 1.00p). This dividend is payable on 2 June 2008 to
shareholders on the register on 2 May 2008. This follows the interim
dividend paid in October 2007 of 0.67p per share (2006: 0.50p).

Alex Snow
16 April 2008




The Evolution Group Plc is the ultimate holding company of Evolution
Securities Limited, Williams de Broé Limited, Evolution Securities China
Limited (and its wholly owned subsidiary Evolution Watterson Securities
Limited), Evolution Securities (US) Inc. and WDB Capital Limited.

The Groups’ Executive Directors, supported by strong and experienced
management teams, have continued to develop the Group’s operating
structure, processes and strategy. The Board is in the process of finding
a successor to Graeme Dell who resigned from the Board on 25 October
2007 and left the Group on 2 December 2007, following six years as
Finance Director.

Alex Snow (38), Group Chief Executive Officer, joined the Group in

May 2000. Alex is responsible for the strategic management and
development of the Group, is Chief Executive and Chairman of Williams
de Broé Limited and Chairman of Evolution Securities China Limited. He
works closely with Andrew Umbers in the strategic development of Evolution
Securities Limited and was appointed Chairman of WDB Capital Limited
in July 2007 following that company becoming a wholly owned subsidiary
of the Group. Alex’s previous career included spells with CSFB and BZW
in the equity sales, trading and capital markets areas. He is a graduate
of St Andrew’s University.

Alex Snow
Andrew Umbers
Martin Gray
Lord MacLaurin
Nicholas Irens
Mark Nicholls
Peter Gibbs

~NOoO OB WN R
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Andrew Umbers (43), Executive Director and Chief Executive Officer
of Evolution Securities Limited, joined the Group on 12 April 2006 and
was appointed an Executive Director of the Group on 7 June 2006. Prior
to joining the Group, Andrew had spent 20 years working in UK equity
markets, principally with Credit Suisse following its acquisition of BZW,
which he joined in 1990. He was appointed a Managing Director of
Credit Suisse Equities in 2000, and in 2005, he joined Credit Suisse’s
global hedge fund, Modal Capital.

The Group’s Non-executive Board members, all of whom are considered
independent under the Combined Code, combined with the Executive
Directors provide a cohesive balance of experience in strategic and
operational management in the financial services sector. Peter Gibbs
was appointed as a Non-executive Director on 1 October 2007.

Martin Gray (61) is the Non-executive Chairman and Chairman of the
Nominations Committee. He joined the Group on 26 May 2005. Martin
spent over 36 years with the Nat West Bank Group. From 1993 to 1999
he was a Group Board member of Nat West Group Plc. From 1992 to 1998
he was Chief Executive of Nat West UK and Executive Director of the
Retail and Commercial Businesses until October 1999. In his operational
role in charge of the Group’s UK businesses he was responsible for
assets of over £100bn, annual revenues of nearly £5bn, annual

profits of approximately £1bn and over 55,000 staff. Martin was also

a member of the Global Board of MasterCard Inc from 1993 to 1996
and was a Director of Visa Europe from 1996 to 1999. He is currently
a Non-executive Director of National Savings and Investments and
Chairman of its Audit Committee.




Lord MacLaurin of Knebworth, DL (71), is the Senior Independent
Non-executive Director and Chairman of the Remuneration Committee.
He joined the Group on 13 July 2004. Lord MacLaurin is currently a
member of the supervisory Board of Heineken N.V and Chairman of the
Vodafone Group Foundation. He was Chairman of Vodafone Group Plc
and of its Nomination and Governance Committees until his retirement
from the Board in July 2006. He was formerly Chairman of Tesco Plc
from 1985 to 1997, and has been a Director of Enterprise Qil Plc,
Guinness Plc, National Westminster Bank Plc and Whitbread Plc.

Nicholas Irens (61) is Chairman of the Audit Committee. He joined the
Group on 1 January 2004. He is a Chartered Accountant with recent

and relevant financial experience. He qualified as a Chartered Accountant
in 1970 and went on to become the Finance Director of First Leisure
Corporation Plc from 1988 to 1992. Most recently he founded Vardon
Plc, renamed Cannons Group Plc, in 1992. He was Chairman of that
Group between 1998 and 2001 when he stepped down following its sale.
Nick is Non-executive Chair of the James Hull Group Limited and Sporting
Index Limited and a Non-executive Director of Leisure and Media VCT Plc.

Mark Nicholls (58) joined the Group on 29 September 2006. He is
currently Chairman of EcoSecurities Group Plc, Deputy Chairman of
Venture Production Plc and a Non-executive Director of Nationwide
Building Society and Northern Investors Company Plc. After qualifying
as a solicitor with Linklaters, Mark joined SG Warburg, the investment
bank. During a Warburgs career spanning two decades he rose to head
Warburgs’ corporate finance division and became a main board Director
of SG Warburg Group Plc. He left Warburgs in 1996 in the wake of its
sale to Swiss Bank Corporation, which in turn was subsequently acquired
by UBS. He then spent seven years as a Director of the private equity
division of Royal Bank of Scotland, and was Managing Director from
2000 to 2003.

Peter Gibbs (50) joined the Group on 1 October 2007. Peter has a
wealth of financial services experience in the asset management sector.
Having begun his career at Brown Shipley, he joined Bankers Trust in
1985 as a Senior Portfolio Manager. In 1989 he joined Mercury Asset
Management (MAM) where he rose to become Head of the International
Equities Division. Following the acquisition of MAM by Merrill Lynch,
he was appointed co-Head of Equity Assets Worldwide. In 2003 he
became Chief Investment Officer and Head of Region for Merrill Lynch’s
Investment Management activities outside the US. He retired from
Merrill Lynch in November 2005. Peter is a Non-executive Director

of Impax Group Plc and a Director of Merrill Lynch (UK) Pension Plan
Trustees Limited. Between June 2006 and August 2007 he was a
Non-executive Director of Bridgewell Group Plc.




Introduction

The Directors present their report together with the audited Financial
Statements for The Evolution Group Plc and its subsidiaries for the year
ended 31 December 2007.

The Group has applied IFRS for the year ended 31 December 2007.
The Group’s accounting policies are detailed in pages 46 to 53.

Parent Company

Attached as Section 2 to this Annual Report, the Parent Company
Financial Statements on a standalone basis are provided. These annual
Financial Statements have been prepared in accordance with IFRS.
These accounts will form the basis of any future distribution.

Principal activities and business review

The Group is a FTSE UK listed holding company for UK based financial
services companies. It is incorporated in England and Wales. The address
of its registered office is 100 Wood Street, London, EC2V 7AN.

The Group undertakes institutional investment banking through its
subsidiary undertakings Evolution Securities Limited (‘ESL), (and its
wholly owned subsidiary Evolution Securities (US) Inc. (‘ESUS’)) and its
specialist Chinese investment banking business, Evolution Securities China
Limited (‘ESCL) (and its wholly owned subsidiary Evolution Watterson
Securities Limited (‘EWSL)). EWSL conducts corporate finance and
securities dealing activities in Hong Kong. ESUS undertakes secondary
sales for US institutional clients.

The Group also provides private client investment management through
its subsidiary undertaking Williams de Broé Limited. WDB Capital Limited
(‘'WDB) (previously Wickam Capital Limited on 14 August 2007) became

a wholly owned subsidiary of the Group on 2 August 2007. WDB is the
Investment Manager of The WDB Capital UK Equity Fund which was
launched in September 2007 as a UK Equity Hedge Fund with an
absolute return strategy.

ESL, Williams de Broé Limited, ESCL and WDB Capital Limited are
authorised and regulated by the Financial Services Authority (‘FSA’).
Evolution Securities Limited has offices in Leeds and London where it is
based in the Group’s office at 100 Wood Street. Williams de Broé Limited
has branch offices in Bath, Birmingham, Bournemouth, Exeter, Guildford
and London. A new Edinburgh office to open in 2008 is expected to
significantly grow assets under management and be earnings enhancing
from 2009 onwards. Evolution Securities China is based in London,

Hong Kong and Shanghai.

The Group’s US broker-dealer, ESUS, is registered with the Financial
Industry Regulatory Authority (‘FINRA’) and regulated by the Securities
and Exchange Commission. This entity provides an equity sales service
to US institutional clients. This entity is based in the London offices of
the Group with a branch office in New York.

A detailed review of the principal activities of the Group and its principal
subsidiaries, the review and main trends and factors likely to affect the
future development, performance and position of its business financial
key performance indicators and its future prospects are set out in the
Chairman’s Statement, Chief Executive’s Report and Financial Review

on pages 2 to 19 and in the Notes to these Financial Statements on pages
46 to 82. A description of the risk management framework, can be found
in note 2 and the Environmental matters and Social responsibility issues
are discussed in the Corporate Governance Report on pages 27 to 32.

DIRECTORS’ REPORT
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Information about the Company’s employees can be found within this
Directors’ Report and in the Chairman’s Statement, Chief Executive’s
Report and in the Corporate Governance Report.

The Group has one material contract in place, an outsourcing
arrangement in place for operational and settlement activities with
Pershing Securities Limited. The earliest expiry date is 1 January 2009
following which a 6 month notice period applies.

All information relating to the principal activities and business review
found elsewhere in the report and Financial Statements shall be treated
as forming part of this Directors’ Report.

Principal risks

Reputational risk

Reputational risk is the risk of damage to the Group's image as a result
of the inability to retain and generate business due to adverse public
opinion. The Board has established policies and procedures that provide
direction on managing reputational risk focusing on reducing loss of
confidence amongst existing and potential customers, investors,
suppliers, and supervisors.

Retention of staff

The retention of highly skilled staff, as well as the ability to attract

new staff with the right capabilities and experience is central to the
efficiency and sustainability of the Group's operations. The Group
mitigates the risk of loss of key staff through its employment policies,
remuneration and benefits packages which are designed to be competitive
with other companies, as well as providing staff with motivating and
fulfilling career opportunities.

Major infrastructure incident

There is a risk that any incident the Group is involved in, directly or
indirectly could cause possible damage to the Group’s infrastructure
which in turn would also affect the Group’s reputation or cause financial
loss. The Group has in place controls to maintain the integrity and
efficiency of its systems, while ensuring the sustainability of operations
despite a significant disruption. The Group continuously reviews its
business continuity planning, and has disaster recovery facilities in
order to mitigate any substantial disruption to its operations caused
by events such as acts of terrorism and natural disasters.

Results and dividends

During the year the Company made a profit after taxation of £762,000
(2006: £3,255,000). The prior year result has been restated in
accordance with note 1.

The consolidated profit for the year ended 31 December 2007 of the
Group amounted to £3,202,000 (2006: £6,846,000). The Directors
recommend the payment of a final dividend for the year of 1.25p per
ordinary share (2006: 1.00p). If approved, the final dividend will make the
total dividends for the year of 1.92p (2006: 1.5p) following the payment
of the interim dividend of 0.67p per ordinary share on 26 October 2007.
The dividend is payable on 2 June 2008 to Shareholders on the register
on 2 May 2008.

Post Balance Sheet events
Full details of all significant post Balance Sheet events are set out in
note 43 to the accounts.
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Directors
The Directors of the Group, who held office since 1 January 2007, unless
otherwise stated, are as shown below:

Date of
resignation

Date of
appointment

Martin Gray (Non-executive Chairman)
Alex Snow - -
Andrew Umbers -
Graeme Dell -

Lord MacLaurin of Knebworth,
DL (Senior Non-executive) - -

Nicholas Irens (Non-executive) - -
Mark Nicholls (Non-executive) - -
Peter Gibbs (Non-executive) 1 October 2007 -

25 October 2007

Details of those Directors retiring by rotation at the Annual General Meeting
and details of Directors’ service agreements can be found in the Corporate
Governance Report on pages 27 to 32. Biographical information on each
Director can be found on pages 20 to 21. The interests of Directors in shares
and options are disclosed in the Directors’ Remuneration Report on pages
34 to 40.

There are no transactions or arrangements in which the Directors have
a direct or indirect material interest.

Charitable donations

During the year, the Group made charitable donations of £23,115 (2006:
£140,196). The Group’s general policy with respect to charitable donations
is to donate to causes that are suggested by the Group’s employees,
particularly where such staff are taking part in fundraising events.

The Group does not set a pre-determined level of charitable donations,
retaining the flexibility to respond accordingly to staff participation in
charitable events. The amount donated included the following payments:
£15,000 to the Muir Maxwell Charity Ball to support the ball; £3,000
to Macmillan Cancer relief; £2,630 to Royal Marsden Hospital Charity;
£1,000 to Alive and Kicking; £500 for Glan Clwyd Premature Baby Unit
and £464 to Cancer research UK. The remaining balance was made up
of de minimis amounts donated to various other charities.

Political donations
It is Group policy not to make political donations.

Creditors’ payment policy

It is the Group’s policy to agree appropriate terms and conditions for

its transactions with suppliers by means ranging from standard terms
and conditions to individually negotiated contracts. Suppliers are paid
according to agreed terms and conditions, provided that the supplier
meets those terms and conditions. The accounts payable function for the
Group and Company is carried out by a Group company, Evolution Group
Services Limited. Average trade creditor days for the Group as at the
year-end was 38 days (2006: 35 days).

Employees

The average and actual number of employees, including Directors,
employed by the Group and their remuneration is disclosed in note 12,
with key management compensation disclosed in note 44.

Employment policies

The Group encourages employees to participate in its success through
performance based bonus arrangements and through its use of share
based incentive arrangements amongst its key performers within each
of the business units. To further this overall equity participation, the
Company continued with its all Employees’ Share Ownership Plan (‘ESOP’)
which allows every employee to purchase up to £1,500 worth of the
Company’s shares per annum on a tax efficient basis. These are
purchased on a monthly basis and held in trust and are matched by
shares issued by the Company. At the beginning of 2008 the Group
awarded all eligible employees £3,000 worth of free shares under the
ESOP, the amount of shares being determined by length of service with
the Group. The Group operates a salary sacrifice pension scheme where
the Company contributes the National Insurance costs it would otherwise
have saved.

We have maintained our commitment to employee involvement
throughout the business. Employees are provided with information on
matters of concern to them as employees through the Groups intranet
site, through regular e-mail updates provided by Group Human Resources
and locally through business unit and individual office communications.
The Group’s published results are communicated to all employees and
through face to face meetings with senior management.

The Group gives full and fair consideration to applications for employment
that are made to it by disabled persons, it endeavours to continue the
employment of and arrange appropriate training for, any of our employees
who have become disabled during their period of employment with us and
otherwise will provide the training and career development and promotion
of disabled persons we employ as needs require.

It is Group policy that no employee or applicant for employment receives
less favourable treatment (including training and development, recruitment
and promotion) by the Group or any other employee, on the grounds of
sex, marital status, race, colour, nationality, ethnic origin, sexual orientation,
political opinion, religion, age or disability. It is policy that persons in or
applying for employment are not disadvantaged by conditions, management
attitudes, behaviour or requirements that cannot be justified. There are
established whistle blowing procedures for individuals to report suspected
breaches of law or regulations or other improprieties.

The Group’s parental and family policies for employees address the
importance of family values and the Group endeavours to respond positively
to all requests for flexible working practices to uphold these values.

Details of the Group’s approach to Health and Safety in the workplace
can be found in the Corporate Governance Report on pages 27 to 32.

Risk management policies — financial risk management

The risk management framework that exists within the Group is detailed
in the Corporate Governance Report on pages 27 to 32 and in note 2 to
the Financial Statements.




Substantial shareholdings

As at 31 March 2008 (being a date not more than one month prior to the
date of the notice of the Annual General Meeting) other than the interests
of the Directors, the notified share and voting rights in excess of three
percent of the issued ordinary share capital of the Company including
under the Disclosure and Transparency Rules were as follows:

Number of

shares or voting

rights over
Shareholder Name shares held  Holding %
Banco Espirito Santo de Investimento, SA 22,215,000 9.99
BlackRock, Inc. 17,574,699 7.85
Aberforth Partners LLP 17,109,242 7.64
Deutsche Bank A.G. 13,190,185 5.89
The Evolution Group Plc Employees’ Share Trust® 12,139,591 5.42
Lansdowne Partners Limited 11,525,750 5.15
Schroders 11,190,358 5.00
BNP Paribas Arbitrage Snc 9,729,323 4.34
Legal & General Group Plc 8,944,637 3.99
Universities Superannuation Scheme Limited 8,374,100 3.74

1 Notified to the Company on 31 March 2008

Share capital

Details of the authorised and issued share capital of the Company
are set out in note 45 to the Financial Statements. Changes in the
Company'’s issued share capital during the year are set out in note
32 to the Financial Statements.

In 2007 the Group made market purchases of its own shares only for the
purpose of acquiring shares for The Evolution Group Plc Employees’ Share
Trust (the ‘Trust’) to fund outstanding awards under its share based
incentive plans. The Group did not purchase any of its own shares for
cancellation in 2007 and up to the date of this report reflecting the focus
of the Board on preserving Balance Sheet strength at a time of considerable
market uncertainty. The details for these transactions are provided below.

Authority for Company to purchase its own shares

Subject to authorisation by Shareholder resolution, the Company may
purchase its own shares, in accordance with the relevant legislation.

The minimum price which must be paid for such shares is £0.50 and the
maximum price payable is 105% of the average middle market quotations
for the five business days preceding the purchase. At the Annual General
Meeting held on 31 May 2007, Members approved the Company’s authority
under Section 166 of the Companies Act 1985 to make market purchases
on the London Stock Exchange of up to 33,000,000 ordinary shares of 1p
each (‘Shares’) of the Company (2005: 34,300,000), representing less
than 15% (2006: less than 15%) of the issued share capital of the
Company at 30 April 2007.

The Group did not purchase any of its own shares for cancellation in
2007 and up to the date of this report.

The authority given by members at the last Annual General Meeting for
the Company to purchase its own shares expires on 31 August 2008 or,
if earlier, at the next Annual General Meeting at which a similar resolution
will be proposed. The Directors believe that it is in the best interests of
the Company for the authority to be renewed at the forthcoming Annual
General Meeting for a period which shall expire at the end of 15 months
from the date of the Meeting or, if earlier, at the next Annual General
Meeting. Accordingly, it is intended to propose, as Special Business, at the
forthcoming Annual General Meeting, a Special Resolution to renew the
Directors’ existing authority to purchase shares of the Company, which shall be
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Limited to 9.96% (2006: 14.9%) of the issued share capital of 223,729,890
at 31 March 2008 or 22,300,000 (2006: 33,000,000) Shares.

Purchase of shares by The Evolution Group Plc Employees’

Share Trust (the ‘Trust’)

The Trust purchased, in the financial year ended 31 December 2007,

an aggregate of 6,998,506 (2006: 3,019,465) shares having a nominal
value of £69,985 (2006: £30,195). The shares were purchased to satisfy
outstanding awards under the Group’s share based incentive schemes.

The total amount purchased (representing 3.13% of the Company’s
issued share capital as at 31 December 2007 (2006: 1.36%)), was for
an aggregate consideration of £9,696,728 (2006: £4,893,000), at an
average cost of 138.55p per share (2006: 162.05p). The shares were
purchased to satisfy outstanding awards under the Group’s share based
incentive schemes.

Further, the Company has in the financial year ending 31 December 2008,
up to the date of this report, purchased an aggregate of 1,500,000
shares having a nominal value of £15,000 for an aggregate consideration
of £1,662,000, at an average cost of 110.80p. These shares were also
purchased to satisfy outstanding awards under the Group’s share based
incentive schemes.

The Company considers that these purchases were beneficial to members
as they have contributed to an increase in earnings per share.

Annual General Meeting

All resolutions to be proposed at the Annual General Meeting to be held
on 29 May 2008 appear in the separate notice of meeting sent to all
Shareholders with a Form of Proxy. Such resolutions will include business
to renew the authority of the Directors to allot shares and to dis-apply pre-
emption rights. In addition the meeting will request certain amendments
to the Company’s Articles of Association to bring them in line with recent
changes brought about by the Companies Act 2006. Further details of
the requested amendments can be found in the explanatory notes to

the Notice of Annual General Meeting accompanying these Financial
Statements. Certain proposed changes to the Articles of Association will,
if approved by Shareholders, take effect immediately following the Annual
General Meeting. These provisions relate to general meetings and
procedures, resolutions, votes of members and proxies, variation of class
rights, Directors’ indemnities and defence funding and electronic and web
communication. Additional proposed changes relating to Directors’ duties
and conflicts of interest, if approved, will take effect when the statutory
provisions are introduced. This is currently scheduled to be on 1 October
2008. The Company supports the principals detailed in the guidance note
issued by the Institute of Chartered Secretaries and Administrators
regarding Proxies and Corporate Representatives at General Meetings.

Employee Share Trusts

The Evolution Group Plc Employees’ Share Trust (the ‘Trust’) administers
The Evolution Group Plc share schemes and the Share Incentive Trust
and is managed by the Sanne Trust.

At 31 December 2007, the Trust held 14,000,058 (2006: 9,650,272)
shares with a cost of £19,086,000 (2006: £13,238,000) and a market
value of £17,220,000 (2006: £12,401,000). All of these shares were
acquired in the open market. The shares held represent 6.27% (2006:
4.36%) of the issued share capital of the Company as at 31 December
2007. The Trust used funds provided by the Company to meet the Group’s
obligations under the share option and incentive schemes in place. Share
options are granted to employees at the discretion of the Company and
shares are awarded to employees by the Trust in accordance with the
recommendations of the Company.
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