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Introduction

Making data driven
transformation a reality

Qur business is based ona
simple truth; without the right
people doing the right things
the promise of data and the
transformations it can enable,
remains a dream.

By coliaboratively building a
community of data experts we
will make better, faster and
surer decisions possible in our
businesses, governments and
lives.

QOur mussion s to reledase the
potentiil in data to help our
clients grow. We provide
challenger spint and expertise
that enables organisations to
make msight avanlable to people
a1 every jeve! - 50 they can make
better cecisions

Datn doesn't only justify

decisions, 1t suggests options
that were previously unimagined
From heiping chefs to plan
school menus to police forces
comb.it terronism proactively itis
tronsforming our world

Positive change will depend on
seeing dath not as o techmicl
problem of networks and
reservers but as o hurman
process 1wl ultimately be
our curiosity nnd integrity

that delivers not only the nght
commerciadl outcomes but (vse
impacts sociely postively

We are partnering with
orgarusations to provide the

skills and knowhow to turn
information into an «ffective and
positive driver for change We
are collaboratively bullding the
rmost dynamic community of data
experts. ennbiing our clients to
reclise that vision,
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Our values

We're collaborative

Wa balleve in partnership - internally
and externally. By building trust and
a cormmunity of experts we make
transformation possible because
change [sn't easy and nesds strang,
positive relationships.

We're curious

A thirst for discovering what is possible
crives us. Data Is changing the world,
and will answer many of humanlty's
challenges, great and small. Cyrlosity
insplres us to seek oul new answers by
asking tha right quastions,

We have Integrity

Buillding communitles demands honesty
and fuifilling on your promise. Human
integrity Is the bedrock of what all else s
built an and, like data integrity, creates
salutlcns our clients can rely an.

We bring a challenger spirit

Bringing down the walls, silos and
outdated anachronisms of data
complexity is how we challenge the
prablems in front of us, bringing new
sclutions, new thinking and new teams
to realise our cllent’s vision and realise
the true value cf their data,

We're focused on commercial
outcomes

Data exIsts to provide value, wa don't
problem solve in a vacuum, but with a
commercial outlock that helps us be
trusted partners 1o our clienis as they
realise 1the apportunities of data driven
transformation.
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Parity underwent very

significant change during 2019.
At the beginning of the year

we appointed our new chlef
executive Matthew Bayfield and
the Board asked him to address
the structural changes that

were Impacting our markets and
undermining our abiliity to e@am
returns for shareholders from
tha recrultment market. The loss
of a large framewark contract In
Scotland at the beginning of the
year and the end of a significant
consultancy contract were both
further catalysts for change, they
gave us an urgency in our pursuit
of a new business modael that wili
dellver for all our atakeholders.

| am pleased tc be able to report
that we have made great prograss [n
implementing our new strategy and
the transformation of our businass is
vary much on track. Whilst revenues,
EBITDA and adjusted profit before
tax are all lower than in the praevicus
year this is in line with the Board's
expectations. We have moved to

a new business mode), taken a
significant level of cost out of the
business and invested in new talent.
That we have been able tg achieve
such a significant organisational
change whilst still reporting a
modest adjusted profit before tax,
and impraving our cash position,
gives us confidence in the future of
the business.

Strategy

Qur strategy is a reflection of our
dients’ needs, Data is a huge
challenge for businesses; the volume

2019 - Transformation on track

of data in data centre storage is

five times higher than it was five
years aga and that rate of growth (s
forecast to continue. For businesses,
that makes decision making more
compiex and the analysis of data
more difficult, and to make matters
mare challenging, data analytic

skills are scarce and data gurus at a
premiura,

That is Parity’s cpportunity, our
strategy Is to halp our clients realise
the true value of their data. We can
do that in different ways; we can help
them find data expertise because
we have access 10 a community of
axperts, we can teach our clients'
people o become data experts and
we can take on our clients’ data
servicas as a consultancy project,
and of course we can offer them

any combination of all thres of thase
services.

Board and people

Matthew Bayfield joined the board
as Chief Executive in February 2013
and had an imrnediate impact on the
business. He and Roger Antory, our
CFO, have been responsible for the
implementation of the new strategy
which has seen us move a number
of peopls out of the business and
recrult cthers with the shdlls we
requirs to develcp new services and
take them tc market. it i= never an
easy task to make such significant
psople changes, we have tried very
hard to ensure that we have treated
all concerned with respect and
fairness. We hava welcomed some
new and very talented peaple to the

businass, and we have changed the
way we incentivise people 1o align
management and shareholder's
interests, moving o a profit based
incentive plan.

The Board wishes to record its
thanks to all of the staff who have
contributed to the transformation

of our buslness, much hard work
has gone into ensuring we remain
focused on delivering for existing
clients and identitying potential new
cliants. We ara fortunate to have an
enthusiastic and talented team.

Resuits

Revenue across the Group was
6.6% lower at £80.4 millfon, largely
as a result of lower recruitment
revenues as pur large contract with
the Scottish Government, which was
not renewed In early 2019, began ta
wind down. The Group continues
to be cash generative and helped
by a reduction in working capital
we generated £3.4m in cash from
aperations taking us to a net cash
positive position of £0.9m at the
year end. Adjusted profit before
tax of £115k was in line with gur
expectations. After non-recurring
items of £1.2m before 1ax, we
recorded a loss before tax for the
year of 21.1m (2018: profit before
1ax of £0.4m ). Gaing forward

wé will look to build revenues in
higher margin service lines such

as consultancy and learning and
deveicpment and aisc change the
nature of our recruitment offer to
higher margin work.



Financing and dividend

In May we renewed our banking
arrangarnents with PNC for a further
tWo years at mare compstitive ratas,
resulting in a £10m facllity at 2,.00%
above basa. The axcepticnal cash
perfurmance at the end of 2019 left
us with £0.9m of net cash at the year
end, An impraved cash pesition

will give us further flexibility when
raviewing our facility, which has a
minimum pericc to May 2021. The
Beard 13 not proposing a dividend

at this time but will keep this policy
under review.

Current trading and outlook

The significant disniption to the
world economy braught on by the
Covid-19 virus will impact almast
every single company. At this point
it is difficuilt to predict its impact on
Parity. The significant costs that
hava come out of the business in

the last twelve months will help us o
ride out the storm.

Parlty's business Is heavily welghted
towards the public sector, which
accounted tor approximatsty 70%
of revenues in 2019. We are already
seaing signs that Gavernmant
expenditure will be more resilient as
much of it Is aligned to the pravision
of key public services.

However in light of the ongoing
Cavid-18 tha Board Is unable to
forecast with any certainty 2020
revenue and profit before tax
performance at this time. We
anticipate that Covid-19 impacts will,
in part, be mitigated by cost savings

crganisational design and process
mapping work Instigated before
tha pandemin will daifvar additinnal
savings in 2020.

In direct response ta the pandemic,
management have agreed a

20% reduction In salaries with all
Directors and staff for the three
months starting 1 April 2020,
Management are conducting a
dally review of Covid-18 impacts
with cliants and cantractors to
assess supply and demand In as
close to real time as possible. This
review process is designed to give
the advanced warning required

to be able to manage impacts on
tha hiisiness an 10 help clients fill
pctential gaps in their workforces.

Parity remains well capitalized, with
net cash at 31 December 2019,

and a £10m existing credlt facifity
providing a comfortable level of
headrocmn through asset-based
lending. The government’s VAT
deferral measures will provide an
additional useful help to cash fiow in
the current year. The Board remaing
confident that Parity has sufficient
access to cash to anable it to trade
its way through this perlod ot globat
uncertainty.

John Conoley
Non-Executive Ghalrman
15 April 2020

already achleved in 2019 and furthar
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Chief Executive’s statement

A restructured business, focussed on growth

2018 saw comprehensive
changes to our business as we
Iimplemented the strategic plan
set out a year ago.

Technology continues to transform the
racruitrment market and recently this
process has been accelerated by the
Covid-18 pandemic. The multitude of
platforms that employers use to look

for candidates, the artificial Intelligence
that brings speed and efficiency o the
recruitment process, and the lower
costs of technology led salutions, have
brought about fundamental changes In
the way our market operatas. At Parity,
with cur focus on data people and skills,
wa continue 1o see great opportunities
fremn these market shifts, however wa
have needed to restructure our business
In order to taks full advantage.

To that end we began a 'digital first’
transformation in our business. This
has led to a head count reduction af
over 40% with a net annualised saving
of over ©2m. We have streamlined
processes that enable us 1o be

more agile, flexible and cost efficient

at servicing our client needs. This
transformation will continue throughout
2020.

At the beginning of 2019 we setout to
refocus our business on sustainable,
higher margin revenues. We sald we
wotld:

* refrash our senior management with
new skills in consulting, learmning and
development and marketing;

+ implement a new single operating
maodel;

+ refresh the Parity brand and upgrade
our web presence;

= review the role of technology in
recruitrment services and investigate
how Al can help us keep ahead of

market changes;
+ create a new business function; and

= we also set out to reduce our
overheads both to be able to afford the
investmemnt required and to improve
the company’s net margins and cash
position.

Progress on many fronts

Stronger financlally

in 2019 we reduced our cperating

costs by a gross £3.3 miilion. These
savings were significantly ahead of what
we Iniially set out to achleve as our
restructuring went further and deeper
into the organisation. Staff numbers
reduced by a net 44% as wae rightsized
our recruitment tearm and made savings
in cendral management. After reinvesting
a total of £1.3m, our net annualised cost
savings in 2019 ware £2.0m.

The cost of achieving these savings
was a restructuring charge of £1.2m
in the fult year, we will see a return
on the cost of these net savings In

less than 8 manths. We were alsc
abla to implement these cost savings
whilst making a significant further
improvemnent to our net cash position.
Helped by a reduction in working
capital, we generated £3.4m of cash
from operations during the year and
were net cash positive at the year end.
The business is now less constrained
by deht, this enables us to pian for the
tuture with greater confidence.

A refreshed and strengthened
management team

The restructuring of cur operating costs
has allowed us fo Invest in building a
stronger senior team. Of the total £1.3m
of cost savings reinvested, £1.0m was in
new hires.

In April we appointed Antonio Acufia
MBE to head our consultancy offer.
Antonio had worked in the public sector
for over 15 years, with a foundation in
digital transformation, laan procasses
and efficiencies, he mainly focused an
difficult, large projects. Since joining
Parity he has led our renewed focus on
providing clients with data consultancy
and execution using Parity data experts.
Antonio and his team have had success
within bath the government and the
private sectors.

We have created a Learning &
Development Practice within our
consultancy service, teporting to
Antonioc. The teamn based in Manchester
and Edinburgh offer organisations
suppart in developing their own talented
people and getting the best from their
workforce.

Lee-Ann Falconer joined as Head of
Reascurclng earlier this year with a
waealth of experienca within resourcing,
recruitmert and leadership across a
number of sectars. Based in Edinburgh,
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Lee-Ann Is helping us 1o focus our
recrultrment business on higher margin
briefs, specialising in real data experts
who we can identify from our growing
community.

Shaun O'Hara has been cur new People
Director since May, he Is passlonate
about making Parity a great place to
wark for existing and future employees,
belleving that the best way 1o ensura
incredible service and delivery for
clients is to help nurture a maotivated and
aligned team.

Wa have outsourced our marketing
function and are working with a firm of
speciallst marketeers who are helping
with lead generation, Gontent and
marketing plans. This is part of our
overall strategy to move from a fixed to
flexible cost base that s acalable and
aligned to market performance.

A new business model and
refreshed brand

Parity sets out to be the ‘trusted

partner of data driven transfarmation’
for our clients. Wa have designed and
implemented a new business madel that
allows us to deliver on that purpose. We
provide solutions across three areas;

» Data Solutions. We help our clients
architect and develop their data
strategy, designing and delivering
data solutions that drive confident
commercial decislon making.

+ Paople Solutlons, We understand the
pecple who understand data. With the
most experienced community of talent
In the market, we can help our cllents
build a team of data experts and
leaders to transform their businesses.

* Davelopment Solutions. We can
help aur cllents become data driven
crganisations. Through training,

shaping and developing their existing
teama’ skills and behaviours to dellver
high performance even within complex
data environments.

Qur organisation is designed to find
the right solution or combination of
solutions matched to each clients’
needs. A single account management
function allows us to be solution
agnostic and always put the client first.

Parity has more than forty-five years
history of trusted relationships with our
clients and a name that Is well known
in its market. However, the Parity brand
had not been refreshed for many years
and was falling to convey our values.
Starting with last year's annual report
and accounts we rolled out our new
branding, including a new web site,
marketing literature and social media
feeds.

Artificial Intelligence (Al) in
our market place

In 2019 we undertook to review the role
of technology in recrultment services
and to Investigate how Al can help us
keep ahead of markel changes. Wa have
alrsady sean the impact of web and

app based recruitment tools and the
structural changes they have prompled.
L ess weli recagnised is the impact of the
vast quantities of data that is recorded
and stored about individuals and the
rofe Al has to play in the intelligent
analysls of that data to assist recruiters.

in November we announced a strategic
partnership with Integumen which we
believa will help accelerate Parity's
transformation from a predominantly
commoditlsed recrultment business to
a data consuitancy service provider of
intelligent data management systems,
extracting value using analytics, with

a focus on return on investment for

Stratagic report 3 B

our clients. Integumen’s proprietary
scftwara includes full GDPR compliance
with secure cloud data migration from
existing legacy systems 1o a digital
workplace through the military grade
encryption “[rived@rowth™ Al platform
powered by Integumen's Rinadrive.

Rinadrive defivers big data, Al
functionzlity and world clags
Infrastructure 1o large companles with
big data problems. These include
financlal services, education and life
sclence companles. A fully integrated
set of software tools that can ingest
data, In any volume, from any source in
any format, Interact with i, learn from
it and enrich it to unlock insights and
discoveries. This data management
soluticn was developed by sclentists
and engineers with experience In
software, sensors, Al, optofiuidic
research, fintech, green-tech, travel
and heallhcare. it was designed to
allow Interaction, in a cyber-secure
enviranment, with commercially
sensitive data, and to share Insights
across multi-disciplinary teams,
generating different data formats, from
multiple sources, located in different
countries.
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Chief Executive’s statement

At Parity we will continue to be at the
forefront of technological advances and
ara exclted by the opportunity to work
with Integumen to bring the benefits of
Al to our clients. This s another example
of how wa have sought to mademise
our business and move i 1o higher value
solutians for our clients.

Building a higher margin
business

Atthe heart of our strategy Is our
determination ta increase our gross
profit margin in crder to improve tota!
shareholder returns. The stryctural shifts
In the recruitment market described
above have meant that our ajready low
margin recruliment business was not
going to remain sustainable without
significant changes. The Board, in
setting out a new strategic direction

for the Company, was conscious that

at no time in our recent past have we
achleved a net profit margin of even
2%. With continued and sustained
gross margin pressure in regruitment
this record was not likely o change
unless we embraced some fundamental
changes to our business model and
strategy.

Qur new business medel is designed
to substantlally change our financial
model. Revenues wil be lower as we
reduce our exposure ta relatively high
voluma but law margin recrultrment
revenues. Margins on the other hand
will improve as we focus on higher value
recruitment specialising in data skiled
pecple and build our data consultancy
and learning & development service
lines, both of which attract signlificantly
higher gross margins.

As Is avident from the 2019 results it will
take time for the changes we have made
to our business to impact our financial
performance. The year under review
saw revenues fall by only 6.6% as we
continued ta service legacy low margin
contracts, notably with the Scottish
govemment, and our gross margins
have also been held back by these
legacy contracts.

Conclusion

A new business model, 2 new team and
a new sense of purpose have all been
achieved in 2019. | am pleasad to ba
ablg to raport that our transformation

iz on track. in terms of cost savings we
ara ahead of plan and we have been

srcouraged by our cliants’' support for
our new offer.

The Covid-19 pandemlc has brought
significant uncertainty to our business,
however all our staff are working
remotely, enabling the business

to remain fuily operational. Our
responsibility is to all stakehaolders

in these difficult times and we are
committed to providing the best support
we can to protect staff, contractors and
cllents.

Tha ceming months will be challenglng
for our business, but our people have
been fantastic in the way they have
reacted to the evolving needs of our
clients and contractors.

2]

Matthew Bayfield
Chief Executive Officer
15 April 2020
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A new business model
focused on delivering
profitable growth

in 2018, the market told us that
our strategy needed refreshing to
match current client needs.

Consolidate
+ Reduce debt

- Restructure advisory
proposition

- Revitalise brand

- Refresh senior team

In 2019 we implemeanted a new
strategy and launched our new
business model with a leaner
team focused on profitable
growth,

In 2020 we hope to begin to
see the financial benefits of our

Change

» New BD and Account
Management focus

+ New internal focus
on margin

- New market positioning

newly restructured business,
with our longer-term cllents
buying consultancy services,
and learning & development
solutions.

Capitalise

- Develop longer term
pure advisory clients

- Launch new development
and technology enabled
recruitment services
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Case Studies

% Data consultancy for
one of the world’s
largest online fashion
retailers

We have baen working with a household nama
fashion retailer which is very fast growing and
was seseking to address its data workflows,
systermns and services to take account of business
expansion. We have been engaged to help the
company to uplift its data maturity to enable
efficlent scalability; building robust data solutions
and improving the intsgrity of its dala systems
and architecture.

Parity has been able to help the cllent form a
coherent data strategy and roadmap for its data
Inslghts, analytics and architecture using a team
of Parity data experts drawn from our existing
network of assoclates. We have brought together
the right teamn very quickly allowing the client to
see rapid progress.

Working with the NHS

The NHS Is one of the largest ‘owners’ of data in the country and is undergoing a much needed digital
transformation. HDR UK {Health Data Research) is a non-profit organisation operating across the NHS and
Private Healthcare to enhance health and care outcomes via access to farge scale data.

Parity has heen working with HDR UX partners including NHS Digital, NHS Engfand, The University of
Oxford, several major NHS Trusts, Public Health England and DATA-CAN (HDR Hub for Cancer) as partof a
consultancy project ta enable access ta healthcare data. We have been migrating this valuable datainto a
single central repository from where it can be shared more efficiently across the different parts of the NHS,
charities and research organisations.
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$ Providing value added recruitment services
to the Scottish Government

The Seottish Government is taking on additional devolved powers 10 pay benefit payments. Parity has been
providing value added recruitment services 1o Soclal Sacurity Scotland as part of three lots, out of six, we
won in a tendar run by Procurement Scotland.

The new managed recruitment service contract is tled 1o the provision of certaln key IT and data skill sets,
that include cloud and integration architecture. The client benefits from a managed sarvice that provides
amongst other things financial and management reporting and advance securlty clearance of contractors.

Simplifying
management of a
non-perm workforce

Qur Client, a well-known high street fashion
retailer, was juggling partnerships with over
30 suppgliers of IT and Digital skilled pecple.
This meant that scurcing, governance and
supplier management, was time-consuming
and preventing It from truly focusing on its
core business, at a time when it was growing
internationally at speed.

Through a cansuitative, co-desigh approach,
Parity identified the key pain points and
challenges, and implermented a workforce
solution that would identify and manage the best
talent, from sourcing through to offboarding, ali

in an efficient and agile manner. Parity provided
the client with a scalable solution that not only
could incorporate the wider company’s non-perm
workforce, but also reduced suppliers from aver
30 to 5, of which Parity retmains as the lead}




Introaduction

A flexible operating model that
keeps costs down whilst allowing
us to scale quickly and efficiently
to deliver growth in higher margin
revenues,

We are putting in place a new operating model that will
allow us to make further reductions in our fixed costs in
favour of outsourced and easily scalable resource that
can be aligned to our business needs. The mode! will
allow us to work with the best in their field, handpicking
the right team and skills to deliver for our clierts. We
hava already implemented this in our sales and marketing
function, outsourcing marketing, communications

and lead generation to leaders In these fiekds. In the

current financial year we will be looking to repticate this
successful model within other of our internat functions.

Parity annual report and accounts 2019
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Focused on our clients’ needs and
our relationship management
+  Offering support across all our offerings

»  Applying consistent processes and disciplines
to ensure quality, profitabllity and longevity

A strong team at every level
Focused on client satisfaction

Excited by cross fertilisation between our
teams

Motivated to grow our brand and business

Innovatlve and dependable
A reputation for leading thinking
Aglie in our internal processes

Unshakable where it matters in financial
managernent and a commitment to client
need

Curious about new processes and tools

Famous and proud

+ A strong brand cleverty marketed
« Disciplined business developers
+ Trusted by clients
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Operational and Financial Review

A Brief Overview

+ Strategic declslon to move away from
fower margin recruitmernt work

+  Transformation impacts profits during
tha year; but encouraging wins
Including first Consultancy retainer

Swings from net debt to net cash,

bolstered by exceptional cash
collections In December 2019

2019 2078
£°000 £'000

Key Financlals
Revenue 80,409 86,112
Adjusted profit before tax’ 115 853
Net cash/(debt) 899 (1,080}

1 Adjusted profit before tax is defined as profit before tax and non-recurring iteme

As indicated in last year's Annual Report
and Accounts, Group revenues wera
Impacted during the year by the non-
renewal of a large framework agresment
with the Scottish Government for

the supply of temporary workers.
Revenues derived from the framewark
are subject ta a gradual run down cver
a two year perlod which commenced

In March 2019. Durlng the ysar the
Group embarked upon a transformation
pragramme to mave away from a
depsndence on low margin recruitment
wark, which has also impacted
revenues.

Adjusted profit before tax fell to £0.1m
from £0.9m as a result of lower sontract
recruitrment revenues and also due to
2018 including revenues from the MoD
MCOCS consultancy project.

The Group has taken action on
overheads during the year, primarily
pecple costs, achieving an annuallsed
net cost out of £2.0m. The majerity of
the cost actions wera taken in Q2 2019
and Q3 2019 with only a partial impact
to the 2019 results.

Non-recurring items relate 1o
restructuring costs incurred as pan

of the transformatian in relatlon to the
naw strateqy, and 1otalled £1.2m before
tax. Loss before tax after deducting
non-recurring items was £1.1m (2018:
profit before tax of £0.4m). Net cash
generatad from operations was £3.4m
reflecting exceptional collections in
Dacember 2018, and swinging the
Group into a cash positive position of
£0.9m at year end (2018 year end: net
debt of £1.1m ).
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Segmental performance
2019 2018 Incr./(Decr.)
£'000 £'000 %
Revanye
Recruitment 73,548 77616 (5.2%)
Consultancy 6,861 8,496 (19.2%)
Group revenue 80,409 86,112 6.6%)
External contribution
Recruitment 6,755 7,681 {12.1%8)
Consultancy 1.347 1,996 {32.5%)
Total external cormribution 8,102 9,677 [16.3%)
Reconciliation of external contribution to operating profit
2019 2018
£'000 £'000
External carmtribution 8,102 9,677
Selllng & administrative axpenses (6,687) {8.136)
Share-based payment charges (162) (129)
Depretiation and amortisation (8o6) (194)
Operating profit before non-recurring items A47 1,218
Nan-recurring items {1,172) (495)
Operating (loss)/profit {725) 723

External contribution is recanciied 10 the income statement as part of segmental Information presented In note 2 on page 76
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Operational and Financial Review

Recruitment

The decline in year on vear revenuss
was primarily driven by the loss of the
Scottish Government framawark for the
supply of contract workers. Following
the announcement of the decision in
March 2019, the number of contractors
on billing through the frarmework was
subject to gradual run down aver a

two year period ending 2021. As a
cansaquence, the total avaerage number
of contractors for the Group during the
year was 871 (2018: 972) with the closing
volume cf contractors at 31 December
belng 648 (31 December 2018; 995).

The loss of the Scottish Government
framework reflects margin challenges.
In the commoditised UK recruitment
market. Tha Graup sought 1o address
this [ssue in two ways. Firstly, by
focussing on offering greater value

10 our cllents, with sclutions to their
specific data challenges, and thereby
attracting higher margins. Secondly,
management took action to right-size
its operations, with particular focus on
costs associated with delivery to the
Scottish Governrnant framework.

During the year the Group alsc made the
commercial decigion to discontinue two
small teams of permanent candidate
recruiters. The Group continued to
supply centract recruitment through
several establshed frameworks In the
public sector and to its clients such as
Primark in the private sector.

Consultancy

Whilst financial results were down

year on year, the 2018 financial year
benefitted from 8 months' work at the
MOD, on the relatively higher margin
MCOCS projact. Ouring the year, the
Group continued consultancy delivery
10 both the Department of Education
and BAT, with contract ranewals at bath
clients extending inte 2020,

The Group appointed Antonio Acuna

as Head of the Consulting Practice
during the year 1o help accelerate

the data strategy. Under Antonio’s
leadership the Group won higher margin
data consultancy work with large
arganisations in both the public and
private sectors. The revenues from the
new work tend to be accretive, providing
optimism for the longer term, with one
large client in the private sector signing
up ta a retainer fae during the year.

Selling and Administrative
Costs

During the year, the Group took action
to right size the Group In relation to the
new sirategy, and following the Joss of
the Scottish Governmert Framewocrk.
As a result, the Group achieved an
annuallsed net cast out of £2.0m. The
savings were predominately in relation
to people costs with a 44% reduction in
headcount over the course of the year.

Depreciation and Amortisation

In accordance with IFRS 16, the 2019
resyis are presented with [ease assels

and liahilities recognised in the Group's
Statement of Financial Position, where
the Group is the Jesses. Gonsequently,
depreciation and amontisaticn include
£0.7m of expenses that were classified
as operating expenses in 2018,

Non-recurring iftems

Non-recurring itemns of £1.2m (2018:
£0.5m) before tax were incurred

during the year, primarily as a result

of restructuring the Group, following
the appointment of a new CEO, and a
change in sirategy, and are analysed In
note 5 on page 79.

Taxation

The tax charge on profit before tax

was £0.03m (2018: tax credit of
£0.06mj} mainly representing a deferred
tax adjustment in respect of pricr
periods. The Gruup did not provide for
corporation tax payable in 2018 due to
the utillsation of Group relief and the
avallability of carried forward deductible
timing differences and tax losses.

Discontinued gperations

There were no discontinued operations
during the yaar. In 2018 the Group
disposed of tha non-core [nition
subsldiary In April 2018 for consideration
of £0.2m and recorded a loss on
disposa) of £0.3m.

Earnings per share and
dividend

The basic loss per share from
continuing operations was 1.05 pence
(2018: sarnings of 0.41 pence per share).
The Group's results wers impacted by
significant restructuring costs.

The Board doss not propose a dividend
for 2019 (2018; nil) but will keep the
position under review.
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Trade and other recelvables

Trade and other recelvables decreased
significantly during the year to £6.7m
{2018: £12.6m}. This is mainly due to
the exceptional level of cash collections
experienced in December 2019 with
Group debtor days, calculatad on
billings ©n a countback basis, at

an all-time low of 12 days (2018 18
days). We benefitted from a number of
clients paying ahead of terms before
the financial year end and therefore

do not expect debtor days to hoid at
these unprecedented levels. To a lesser
exiert, the decreasa was also dueto
the fall In the contractar volumes over
the year and the associaled release of
working capltal.

Trade and other payablesa

Trada and other payables decreased
during the year 1o £8.0m (2018: £8.3m)
mainly as a result In the reduction in
contractor volurmnes. At the year and,
creditor days were 24 days (2018: 28
days).

Loans and borrowlngs

Loans and borrowings represent the
Group's debt under tha asset-based
lending facility. This is a working capital
facilty and is consequently linked to the
same cycle as tha trada receivabies.
The asset-based lending facility with
PNC Business Credit (“PNC"}, a leading
secured finance lender, has been in
place since 2010 and was renewed in
May 2019 on improved terms. Following
the renewal, the facility allows for
barrowing of up to £10m depending on
the availability of appropriate assets as
sacurity, with borrawings at a discount
rate of 2.0% above base (previously
2.35% above bass). Tha current facility
is subject to a minimurn period of two
years after which the facility becomes
avergreen,

Cash flow and net debt

The Group generated positiva net cash
fiows from operating activities of £3.4m
{2018; £0.6m), driven by the positive
working capital swing (see paragraph
headed "Trade and Other Receivables”
above) with a reduction in debtor days
1o 12 (2018: 18 days). The £3.4m cash
generated was after outfiows of £0.7m
In respect of non-recurring items.

As a result of the positive cash flow,
the Group swung 1o a net cash positive
position of £0.9m (2018: net debt of
£1.1m).

Defined Benefit Pension Deficit

At the year end the deficit had improved
to £8.9m (2018: £1.9m}. Whilst the
scheme lizbilities increased during

the year as a result of jower long term
bond rates, the scheme Investments
increased by a greater amount,
reflecting stronger global equity
markets.

During the year the triennial actuarial
review as at 5 April 2018 was
completed. The cutcome of the review
was such that the Group agreed to
pay contributions of £0.3m per annum
for five years, with contributions being
assessed al the next actuarial review,
scheduled as at & April 2020.

s RS
Roger Antony

Group Finance Director
15 April 2020
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Duty to promote
the success of the Group

Section 172 of the Companies Act 2006
requiras the Directors to actin a way
that they consider, In good faith, would
be mast likely to premate the success of
the Group for the benefit of its members
ag a whole, and In daing so have regard
{amongst other matters) o,

a) the likely consequences ¢f any
decision in the long term;

b) the interasta ot tho company'a
employees;

©) the need ta foster the company's
business relationships with suppliers,
customers and others;

d) the Impact of the company's
opuralivns un the vuannun ity and tha
environment;

a) the desirabikty of the company
maintaining a reputalion 1ot high
standards of business conduct; and

f) the need to act fairly as between
members of the company.

New Directors receive a cocmprehensive,
formal and tallored induction 1o the
Group's operations including corporate
governance, the legisiative Tramework
and visits to Group premises. They can
access profassional advice an their
duties from the Company Secretary

ar, it they deem necessary, from an
Independant advisor. The Board
confirms that, during the year, it has had
regard to the matiers set out abovae,
Further detalls as to how the Directors
have fulfilled their duties with references
to relavant areas within this annual
report, are set out below.

Risk managetnent

The Board recognises the importance
of identification, evaluation and
managamant of the Group's risks.
Details of the principal risks and
uncertainties of the Group are set out
on pages 23. The Group’s statement
on going concern and future prospects
are included in the Directors’ Report
on page 4B and Chief Executive’s

Statement on page 8.

Employees

The Board is committed 1o the Group
being a responsible employer and
strivas 1o create a working environment
whore employees ara engagen,
informed and Involved, The Group's
empioyment policles and related
imormation Is set out In the Corporate
Soclal Respensibifity Report on page 34.

Community and the environment

The Board recognises its responsibilitios
to achieving good environmental
practice and making positive
contributiona to the community. The
Frp's practices and policles In this
regard ara set out in the Corporate
Sodial Responsiblity Report on page 34.

Business conducl and relationships
The Board recognises the importance
of a strong corporate culiure that
cansiders the best irnterest of its
amployees, businass partners and
shareholders. The Board recognises

fts responsibilities to vther external
stakeholders including its clients,
contractors and suppliers. lis struny
ralationships with Its tlients are critical
1o driving growth. The Group's purpose,
missicn, vislon and values are set out on
page 3 and its ethics paolicies are set out
in the Corporate Soclal Responsibliity
Report on page 34.

Shareholdars

The Board Is committed to openly
engaging with our shareholders and
recognises the importance of continuing
commurications. it is important that
shareholders understand the Group's
strategy and objectives so we endeavour
to explain these clearly and any Issues or
questions raised are properly considered.
Tha Group’s engagement with
shareholders is set out In the Corporate
Governance Repart on page 26.
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Principal risks and uncertainties

The Board maintains a close watch

on issues that affect our business,
markets and the wider economy. Whilst
the marksts that we cperate In can be
oyclcal In thelr nature, we 1ake necessary
actlon to mitigate the risk and potential
Impact profile. We have provided a
sample below;

Impact of Covid-19 and
macro-economic uncertainty

The Group, along with all other
husinesses, are currently evaluating and
adjusting to the direct effects of Covid-19
and lts subsequent impact on the
econory. Main risks ta the Group arise
from potential delays to client project
declsions, reduced client budgsts,
recrultment activity postpened, and

the effects of restriction of movements
impacting on our ability to win new
business. Although highly uncertain
glven the garly stages of Covid-18, at
this time the Board belleves the risk to
the Group Is mitigated by the fact that

() our client base is welghtad towards
the public sector and government
expenditure s likely 1o bea more resilient
to suppon kay public sarvices, {I) our
contractor base are largely [T mobile and
ahle ta carry out their work at home, and
(i) the Giroup’s businass continuity plan
means all employees have the remate
working faciities to carry on their roles as
normal. In addition, the Group operates
a largely elastic cost base with fiexible
resourcing and costs (both staffing

and comrnpissians) relatad to activity
levels, and managed offices on shorter-
term contracts with options 1o exit.
Neverthelass, the Directors acknowledge
the significant uncertainty caused by

1he Covid-19 pandemic and are clossly
monitoring the outicok for the Group.
The Directors cannot be certain as 1o the
saverity and duration of these Impacts.

Strategy falls to dellver antlclpated
growth

The Group's anticlpated growth may naot
be achievable If the Group is unable to

implement its strategy effectively. The
Board seeks to mitigate this through a
robust assessment of its opportunities,
the feedback from its clients and
poterttial clients, clear priaritles and
focus on dellvering key objectives and
incentivising its team fo deliver against
those objectives.

Legisiation - e.g. IR35

IR35 reforms were set fo be implemented
in the private sector from & April 2020
but hava been postponed untll 6 April
2021 due to the impact of Covid-18.

One effect of the reforms will be to make
end clients, and/or agencies, liable for
daemed tax undarpayments in the event
that elermerts of its temporary werkforce
are found tc be non-compliant with IR25
(labiitty largely rests with the individual
contractars at presert). In response,
some wel-known larga private sector
organisations in the UK have announced
an embargo on any contractors working
through personal services companies.
There is a risk that the Company's clients
could adopt tha aame approach which
could impact revenues and profits in the
short term.

Parity's mix of contractors is waighted
towards the public sectar, where the
R3S raforms were Imroduced in 2017,
meaning that our exposure to the

risk ls limited. We have retained good
knowladge from our experience of the
2017 implementation to the public sactor,
with the associated intermal processes
now business as usual. We will work
closely with our prvate sector clients o
ensure a smocth transition and are able
to offer all of our cllents an established
consultancy prapasition to their data and
technology challenges.

Brexit translition

The Group operates predorninately

in the UK and notwithstanding delays
dua to the wider macro-economic
uncertainty, is not expected to suffer a
direct long-1erm negative impact during

Brexit transitlan, as it is supparted by the
strong underlying UK economy. Demand
{or the Group's services could reduce as
an indirect result of the Impact of Brextt
on the UK economy, aithough Brexlt has
also driven additional opportunity to the
Group with established Publc Sector
clients creating additional Infrastructure

in preparation.

Loss of key cllent accounts

A portion of the Group's revenues are
dependent on tha award of framework
agreements as an appraved supplier. It
Is possible that the Group will Icse this
status, We seek ta mitigata this through
closely monitoring our service level
agreaments and ansuring the quality
of our dellvery. The Group alse has a
deliberate focus on winning new client
framework agreements 1o continue to
diversify its revenue sireams.

Financial

The Group actively monitars its liquldity
position to ensure it has sufficient
avallable funds and working capital in
order to operata and meet its planned
commiiments and has a credit risk policy
that requires appropriate status checks
and or references as necessary.

Technology

As an [T services provider the Group
relies on s [T, telecommunications
and Infrastructure systems to perform
ard manage the services we provide
to clems, The Group reviews its own
disaster recovery systems regularly in
order to minimise the risk of prolonged

disruption to systerns.
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Corporate Governance Report

In September 2018, the
Company decided to apply
the 2018 QCA Corporate
Governance Code (the

Code) and this Corporate
Governance Report for the
year ended 31 December
2019 is based upon the
Code. The principal means of
communlicating our application
of the Code are this Annual
Report and our website
(www.parity.net).

Chairman’s statement

On behalf of the board, | acknowledge
that we are responsible for corporate
governance. | am specifically
responsibie far the leadership of the
Board, ensuring its effectiveness on

all aspects af its role, including good
governance In dealing with all of cur
stakehclders. This includes ensuring
that Board meetings are held in an
open manner, that the Directors
recelve accurate, timely and clear
information and allowing sufficient
time for agenda items to be discussed.
| amn also responsible for effective
communications with shareholders and
relaying any shareholder concems to
the Direclors,

The Beard remains committed 1o
maintaihing and evolving high standards
of corporate governance throughout the
organisation. In the remainder of this
report, | set out how tha Group applies
the ten key principles of the Coda which
fall under three broad categaries.

Deliver growth

Establish a strategy and business
mode! which promote long term
shareholder value for shareholders
The Group's strategy is to drive margin
improvement to sustain growth in
sharshelder valus. The Board wilt

invest in measurss 1o help our clients
realise the fulj value of their data, by
providing them with the necessary
skills and advice. Data Is now of greater
importance than ever and Parity can
empower and anable cllents to take
advantage of this. See the Group's
strategy as set out in the Chairman's
Repori on page & and The Group's
Business Model in the Chiaf Executive's
Statenent on page B.

Challenges faced by the Group

in executing its strategy Include
repositioning the business service
offerings, changing the internal
oparating madel, market compatition
and macra-economic factars. The
principal risks and uncertainties faced
by tha Group and potential mitigation
can be found on page 23.

Seek to understand and meet
shareholder needs and expectations
The Board seeks to undarstand the
needs of ts shareholders through
regulat engagement with its major
sharaholdars. Al the samae lime the
Board recognises the need 10 balance
the interests of significant and minority
sharehalders.

The Group engages with major
shareholders through presentations and
meelings after the announcement of
the Group's full year results and interim
resuits. Ali shareholders are given the
cpportunity to communicate directly
with the Board at the Annual General
Meeting. From tima to time the executive
directors attend investor events which
provides an opportunity 1o speak to
both axisting and prospective retall
shareholders. The Senlor independent
Director acts as an additional contact
paint for sharehelders if they have
reason for concerns, when contact

with the normal channels has failed tc
resolve their concerns.

The Group malintains an investar
wehsHe which holds all relevant
shareholder information.

Wider atakeholder and soclal
responsibilities

As a professional services business,
Parity's strength derives from the
commitment, capability and cultural
diversity of its employees. Tha Group
encourages the panicipation of al
employees in the operation and
development of the business by cffering
access ta senlor management, including
aexecutive directars, and adopting

a palicy of regular communications
through rcad shows, ‘all staff’ business
events, and thaintranet. The Group also
encourages participation In an annual
employea survey, which is compieted
anonymausly and administerad by an
independent arganisation.

The QGroup alsc recognisas its
responeibilities to other external
stakehaolders including its clients,
contraciors, suppliers, the trustees cf
e defined benefit pension plan and its
asset-based lender.

It Is Group policy to be a good
corporate citizen wherever | operates.
Encouragement and support is provided
10 employees whe underiake charity or
volunteer work,

The Group's Social, Environmantal and
Ethical policies can be found in the
Caorporate Sacial Responsibility Report
on page 34,

Embed effective risk management
The Board Iy ultimataly respansible for
the Group's system of internal controt
and for reviewing its effectiveness and
is assisted in this raspact by the Audit
Caommittes. The Groug maintains an
internaf risk register which is updated
quarterly and reviewed pericdically by
the Audit Committee.

The Group does not consider it
necessary 10 have a separale internal
audit function due to the Group’s size
and its centralised adminlstrative
function but keeps this need under
review. The Company receives regular
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feedback from its external auditors
on the effectiveness of its Internal
controls and aims tg implement any
improvements identified.

The principal risks faced by the Group
are presented on page 23. The Board
is not aware of any significant failings
ar weaknesses n the systemn of Internal
control.

Maintain a dynamic
management environment

Maintain a well-functioning,
halanced board

At the date of this report, the Board
comptises myself a5 Non-Executive
Chairman, Non-Executive Director,
David Firth, Chief Executive Officer,
Matthew Bayfield, and Group Finance
Director, Roger Antony, Matihew
Bayfield was appointed Chief Executive
Officar on § February 2019 replacing
Alan Remmel who was appointed Chiet

Operating Officer on the same date and
subsequently left the Board 1o pursue
other interests on B April 2019. Thae table
on page 41 sets out the dates of tenure
of the eurrent Directors on the Board.,

The Board has a balance ot Execulive
and Nen-Executive Directors such

that no Individual or small group ot
individuzals can dominate the Board's
decision making. The Board has a range
of backgrounds and skills. The Board
censiders both Non-Executive Directors
to be independent, with neither having

a length of senvice of greater than four
years. The Non-Executive Directors
ensure that independent judgement

Is brought tc Board discussions

and decisicris. The Board considers
that there are no relationships or
circumstances which are ltkely to affect
the Independent judgement of the Non-
Executive Directors.

The Board has meetings scheduled

regularly throughout the year tc review
and approve the Group's strategy and 1o
maoanitor progress against set objectives.
Additional meetings are also held as
business dictates. The Board has a
formal schedule of matters reserved for
its specific approval which includes a
review of Group strategic, operational
and financial matters such as proposed
acquistions and divestments. Al
rmeambers of the Board are normally
supplied in advance of meetings with the
agenda and supporting papers covering
tha matters which are to be considered.

Whiist there is a clear divislon of
responsibilities, the Non-Executive
directors remain in regular contact with
the Exacutive directors cutside of board
meetings. For example, | have a weekly
catch up call with the CEQ, and the
Non-Executive directors are available
10 support on material matters as and
when that support is required.
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As Non-Execuytive Chalrman, | am
respansible for the leadership of the
Board, ensuring its effectiveness on

all aspects of its role. This includes
ensuring that Board meetings are held
in an open manner, that the Directora
receive accurate, limely and clear
information and allowing sufficient

time for agenda items to be discussed.
Annuzal apprajsals are held of each
Directar, providing feedback and
reviewing any training or development
needs. | am also responsible for effective
communications with sharehoiders

and relaying any shareholder concerns
ta the Diracters. During the pericd
under review | met wih the othar Non-
Executive Director without the Executive
Directors being presant.

Directors appolnted since the last annual
General Meeting, and those retiring

by rotation will submit themselves

for election or re-election at the next
Annual General Meeting, as set out in
the Directors’ Report on page 48 and in
the separate Notice of Annual General
Meeting sent to all shareholders. |
confirm that the performance of each
Director continues to be effective and
the Individuals continue to demonstrate
commitment 1o their role.

New Directars recelve a comprehensive,
formal and tailored fnduction to the
Group's cparations Including corporate
govemnance, the legislative framework
and visits 1o Group premises.

Atable showing the number of mestings
of the Board and s Cormmitiees held
during the year, and attendance at those
meetings by each Board member, is set
out ta tha right.

During the year, 8 scheduled Board
meetings and 4 ad hoc Board mestings
were cornvened as necessary to deal with
various matters. Detalls of attendance at
Board meetings is summarized alongside.

Committea attendance is shown for
Committee mambers onty:

The Board maintains close dialogue

by emall, telephone and conference
calls betwesn scheduled meetinga. The
Board has a formal schedule of matars
ressrved for its specific approval which
was reviewed during the year and
includes a review of Group strategic,
operational and financial matters

such as proposed acquisitions and
divestments. it approves the annual
accounts and interim report, the annual
budget, significant transactlons, major
capital expenditure and reviews the
effectiveness of the system of internai
control and the risks faced by the
Group, [t covers afl controfs, Including
financial, operational, compliance anrd
risk management.

The Board delegates specific
responsiblities to three Commitiees:
the Audit Committee, the Remuneration
Committee and the Nomination
Commitiea. Tha Audit, Remuneration
and Nomination Committees of the
Board each have formal written terms of
raferenca. Thasa terms af reference are

available on the Group's website (www.

parity.net).

The Audit Gommittee comprises the
twe Nan-Executive Directors and

is chalred by David Firth. Tha Audit
Committee mests at least thres times
a year. Detalls of the responsibilities
of the Audit Committee are setout in
the Audit Committee Report on pages
48 1o 47. Where necessary, spacialist
axternal consuttants are used 1o assist
the Committes,

The Remuneration Committee
comprises both Non-Executive
Directors and Is chalred by David Firth.
Details of the responsibliities cf the
Remuneration Committes are sat out
In tha Remuneration Report on pages
3Y to 44, Where necessary, speulalist
external consuttants are used to assist
the Committes.

The Nocmination Commitiee comprises
both Non-Executive Directors and is
chaired by mysell. The Commitiee
mests at least ance a year and is
responsible for proposing candidates
for appointment to the Board, having

1 Scheduled Board meetings anly - excludes ad-het Board meetings

2 Al Direciors whao wete members of the Board at the tima attended the Group’s Antiual Genaral
Mesting an 30 May 2018

3 Appointad 1o the Board 5 February 2018
4 Btepped downirom the Board 9 April 2019
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due regard 10 the balance and structure
of the Board, a3 well as succassion
planning.

The process Tor new Board
appointments includes an initlal
search, preliminary IMervievws and
discusslons. Following this procass,
racommmendations are then made

by the Committee to the Board on
merit against oblective critaria. Where
necessaty extarnal recruitmem
consultants are used to assist the
process.

During the year under review the
Nomination Cornmittes proposed Board
changes, Including the appointment

of Matthew Bayfield. The Nomination
Cnmmittea also discussed board
diversity and agread that an external
assessment be carrled out to evaluate
board composition requirements.

Ensure the board has the nacessary
up-to-date experience, skills and
capabilities

Directors who have been appointed

to the Board have been chosen
because of the skills and experience
they offer. The Directors’ blographies,
which are set ocut on paga 32, illustrate
the range of business backgrounds,
skills, independence and experience
confributed by each Board member. The
Board are aware of the iImportance of
attaining greater diversity amangst its
membaers.

Each member of the Board takes
responsibiity for maimalning thelr skill
sets, which Inciudes roles and experlence
with other boards and organisations.
The Group pays subscriptions to

varicus professional organisations, for
example the QCA, which provide the
directors with access 1o regular market
and regulatory updates, Scme of the
Directors have Individual membership of
professional organisations that require

their members to evidenca contlnual
profassional development on an annual
basis. All Directars have the opportunity
to undertake relevant tralning and atiend
relevant seminars and forums.

Where the Board considars speclalist
advice Is required to address matters
reserved for the Board, it will seek to
engage competent extarnal advisars.
During the year under review the Board
engaged with advisors 1o help update
its articlas of association, and also with
regarc to share option schemas.

David Firth acted as the Senior
Independent Director during 2018.
He was an additional contact point
for sharshalders if they had reason
for concern, when contact through
the normal channaels of the Executive
Directera and Chairman had falled to
resolve their concerns, or where such
contact was Inappropriate.

Al Directors have access to the advice
and services of the Company Secratary,
whao is responsible for ensuring that
Board procedures, applicable rules and
regulations are observed. There is an
agreed procedure for Directors to obtain
independent professional advice, if
necessary, at the Company’s expense.

Evaluating board perfarmance and
development

The Board underiakes an annual
evaluation of its own performance and
that of ks Committees and individual
Directors.

The Board undertook an annual
aevaluation of its own parformance

and that ofits Committees and
indlvidual Directors for the year. My
own performance was reviewed by

the other Non-Executive Director. The
outcoms of the evaluation of the Boarg
is reviewed by the Board as a whole
and the results are used 1o assist the
Board in developing its appreach going
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forward. The results of the evaluation
performed in 2019 were satisfactory on
the whole, but did sarve to highlight the
board’s lack of diversity as a weakness.
As a result, the board decided that

an external board evaluation should

be carried out in H1 2020, witha
recommendations repart pravided jor
the board's raview.

Promoting ethical values and
behaviours

Thea Group is committed to maintalning
the highest standards of ethics,
professionalism and business conduct
as well as ensuring that we actin
accordange with the law at all times.
Further details are set out under the
“Ethics” section of the Corporate Social
Responsibility Report on page 35.

A critical aspect of the Group's strategy
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is fo be parcelved as a trusted partiner
af its clients. In arder to achieve this
abjective, a cuiture of teamwark,
opanness, integrity and professlonalism
forms a key element of our compary
principles and values which sets out
the standards of behaviour we expect
from all our empioyees. The Company’s
values are sat out on page 3. The Board
supports and promates the principles
of egual opportunities in employment
and promotes a culture where avery
employse Is treated fairly. The Board
and management conduct themselves
ethically at all imes and promote a
culture in line with the standards set out
in the Company’s infranet,

Maintain governance structures and
processes that are fit for purpose

Thae Audit, Remuneration and Nomination
Committeas of the Board aach have
formal written terms of reference, These
tarms of reference ara available in the
Carporate Governance section of the
Group's website (www.parity.net).

All Directars have access to the advice
and services of the Company Sacretary,
who Is responsible for ansuring that
Board procedures, applcable rules

and regulations are observed. There is
an agread procedure for Directors to
obtain independert professional advice,
it necessary, at the Group's expense,
New Diractors recelve a comprehensive,
formal and tailored induction to the
Group's operations including corporate
governance, the leglslative framework.

Authority is delegated to senior
operational management through Group
authorisation limits on a structured
basls, ensuring that proper management
oversight exists at the apprapriate fevel.
The Executive committee comprises

the Chief Executive Officer, the Group
Finance Director, and the senicr
operational managers. The Executiva
Committee mestings are hald monthly
and are attended by other senior

managemernt as appropriate. Any key
issues from these meeting are reported
16 tha main Board.

Bulid trust

Communicate how the company

Is governed and performing,
maintaining a dialogue with
shareholdera and othar relevant
stakeholders

The Board attaches great impartance
to providing shareholders with clear
and transparent information on thea
Group’s activitles, strategy and financial
position. Details of all sharehcider
communications are provided on the
Group's website (www.parity.net).

The Company engages where posaibia
in reyuiar dialcgue with its major
shareholders through presemtations and
mestings after the announcement of

the Group's full year and interim results.
Private and institutional shareholders are
given an cppartunity o commurnicate
directly with the Board at the Annual
General Meeting. Shareholders’ queries
recelved via the Company Secratary's
emall address at cosec®parity.net or by
telephone to the Group’s head office are
responded 1o In person by the Company
Sacratary or by ancther appropriate
employee,

All members of the Board usually

attend tha Annual General Meeting. The
chairmen of the Audit, Remuneration
and Nomination Gommitiees will
normally be available to answer
shareholders’ questions at that

meeting. Notice af the Meeting Is
posted to shareholdera with the report
and accaunts no fewer than 21 clear
days prior to the date of the Annual
General Meeting. The information sert
to shareholders includes a summary

af tha buslness to be covered at the
Annual General Mesting, where a
separate resolution [s proposed for each
substantive ratter. The Group's annual

report and accounts, interim report and
other stack axchange announcements
are published on the Group's website at
www, parity.net.

The Annual Report is designed

ta presem a falr, balanced and
understandable view of the Group's
activities and prospects. The
Operational and Financial Review
provides an assessment of the Group's
affairs and position. The Annual

Report Is sent to all sharshslders on
the shareholder register. The Group's
Annual and Interim Reports and Notices
of the Anhual General Meeting for the
past § years are available on the Group's
website,

The Group dstajls how it is governed
and performing both in this Annuaf
Report and Financlal Statlements and on
its websita.

Tha reports to the shareholders of the
Audit and Remuneration Commitiee
can be found on pages 46 and 38
respectively.

N~ !

Thd Wy
John Conoley
Non-Executive Chairman
15 April 2020







John Conoley (59)
Non-Executive Director

Appointment Date:
April 2017

Experience:

Previously Chief Executive of London
listed Psion plc and Non-Exacutive
Director of NetDimensions, the talent
management technology plattorm

Committees:

Chalrman of the Nominations
Commitiee and Member of the
Rermuneration and Audit Commitiees

External Appointments;

Executive Chalrman at FireAngal Safety
Technology pic and Non-Executive
Chalrman at Wameja plc.

Skills brought to the board:

Over 30 years |T industry knowledge
and significant executive and non-
axacutive Board level experiance of
AlM listed businesses

Number of Board meetings attended
n 2019;
99

Sector experlence:
Technology software and services

David Firth (59)
Non-Executlve Director

Appointment Date:
September 2616

Experience: Previously Finance
Director of Penna Consulting for 18
years and Group Finance Director of
Parity for 4 years

Committees:

Member of the Nominations Committee
and Chairman af the Remuneration and
Audit Committees

External Appolntments:
Non-Executive Director at Best of the
Best pic and Nan-Executive Director at
Summerway Capital plc

Skiils brought to the board:

A wealth of experience in the pecple
management and consultancy markets,
Has held senior finance positions in
public companies across a number of
sectors

Number of Board mestings
attended [n 2018;

9/9

Sector experlence:
People management, consultancy,

firance, recruitment, IT services, motor
retalling and advertising

Matthew Bayfield {45)
Chief Executive Officer

Appolntment Date:
February 2019

Experience:

Matthew jolned the senior management
tearn of Parity in May 2018. Prior 1o this
Matthew has heid positions as CEQ of
Field London, Head of Data for Ogilvy
and Mather, and Managing Director
and Founder of Tree London.

Skilis brought to the board:

Having a wealth of experlence in the
IT and Data sector, Matthew has
successfully founded five start-up
businessas with three taken through
10 irade sale, as well as held a senior
position on the beard of Ogitvy and
Mather, the world's largest adverlising
agency

Number ot Board meetings
attended In 2019:
B/8

Sector experlence:
{T services, management consuiting
and data consultancy



Roger Antony (53)
Group Finance Director

Appolntment Date:
April 2018

Experience:

Prior to his appointmarit, Roger

hald the position of Group Flinanclal
Controller since 2008, and prior to that
the role of Financial Controlier for the
International Resources Division

Skills brought to the board:

Rcger joined the Parity Group after
qualifying as an accountant in 1997,
and previously hald managerial roles
within a variety of listed entity finance
departments

Numher of Board meetings
attended In 2019:

99

Seclor axperience:
IT services, recruitment and retail
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Employment poiicies

As a prafesslonal services business,
Parity’s strength derives from tha
commitmeont, capabllity and cuitiiral
diversity of its amployees. Thea Group
aims to adopt a policy of diversity

at all levals Including selection, role
assignment, teamwark and (ndividual
career development.

The Group encourages the participation
of all employees in the aperation and
development of the business by offering
open access to senior management,
including the Executive Direclors,

and adopling a pulivy ut regular
cammunications thraugh road shows
and the Intranel.

The Group Incantivises employees
throuqh share-bated Incentdves dnd e
payment ot bonuses and comtilaslons
linked to perfunmance vbjectives. Whers
appropriate thase chjectives are linked
1o profirabillty. Fullowhyg e relant
Board changes the Group Is currently
reviewing its approach to performance
appralsal and career pragressian, with a
view to implementing an improved talent
development prograrmmae.

Health & Safety

The heatth and safety of Parity's
smployees is paramourt. Group policy
is to provide and maintain safe and
heafthy working conditions, equipment
and systems of work for all employees
and to provide such infermatian, training
and supervision as is needed for this
purpose.

Appropriate written health and safaty
information outlining the Group’s
palicy in each area is issued to all new
empioyees, This Includes:

» First ald — Each office has a person
gualified in first aid. First aid boxes
ara readily accessible and records
kept of all accidents and injuries.

+ Fire safety — Each office has an
evacuation marshal wha will liaise
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with building management or

local emergency authorities, as
appropriata. Evaguation assernbly
points are agreed {ar every location
and a lull evacuation camied out
every six months. Fire alarms are
tested regularly.

+ Employees’ physical heafth — Any
employea who believes he/sha is
auttering trom an jlineas or condition
relatad to thelr working environment
Is encouraged to report this tc his/her
manager for investigation.

Employees’ meiilal ligallh - Duting
the yaar the Company put in place
additional measures to suppart
emplovees with mental health
issues, including extemal training far
selected members of staff so that
they could act as mental health first
aiders.

Annual Health and Safety audits are
carried out at every Parity office to
ensure high standards are maintained.

As part of its benefits package Parity
offers a number of benefits to support
the health and well-being of its staff,
as well as an BEmployee Assistance
hetpline.

Social rasponsibilities

it is Group policy 1o be a good corporata
citizen wherever it operates, As part

of the Group's soclal responsibility,
employesas are encouraged to suppert
national charities and alsa become
involved In their local communities ang
fundraising events.

The Group encourages employees

wha undertake volurteer work and
firmly believes that the experience
gained contributes 1o the individual’s
personal davelopment. Where possitle,
the Group provides fiexibility with
working hours 10 accormmodate such
cammitments outside of work.

Environmental policy

While the Group's operaticns by their
very nature have minimal environmental
impact, the Group recognises its
responsibllities to protect and sustain
the environment and its resources. The
Group's policy is to meet or exceed
the statutory requirements in this area
and it has adopled a code of good
environmental practice, particularly in
ita main areas of environmental Impact,
rnamely energy efficiency, use and
recycling of resources and transport.

Transport

Public transport is used whenaver
possible. Interest-free seasaon tickal
loans are made to staff as part of the
benefits package. Teleconference
facilites are extended to main office
locations to minimise business tfravel
and increase efficiency.

Energy

Only energy-efficlent computers and
devices are acquired and they are
tumed off at the end of each day. As a
narmal part of i{s operations the Group
seeks to occupy offices which have
efficient building management systems
and, ideally, low ensrgy lighting.

Whenever economically justifizble, the
paper and ather consumables used are
made from environmentally-friendly ar

recycled materlal or from renewable
resqurces.

Recycling

Appropriate contalners are provided

at all offices and recyciable waste
caliected is sent to recycling plants.
The Group also recycles as much other
material, such as toner cartridges, as

is economically viable. When replaced,
computers and peripherals are offered
to employees at market valuse, local
schools or charities, or sent ta recycling
plants.

Paper usage

The Group constantly strives to
Implament paper-saving practices to
reduce wastage. Examples include:
scanned records, electranic timesheets,
e-invoicing, e-payslips and electronic
expense claims.

Ethics

Parity Group is committed to
maintaining the highest standards of
ethics, professionalisrm and business
conduct as well as ensuring that we act
in accordance with the law at all times.
The Group supports and promaotes

the principies of aguat oppartunities in
employment and promotes a cultura
where every employee [s treated fairly.
A cuiture of teamwaork, openness,
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integrity and professionalism forms a
key element of our company ptinciples
and values which sets out the standards
of behaviour we expect fram ail cur

smplcyees.

Our values:

1. We're collaborative

. We're curious

. We have integrity

. We bring a challenger spirit

. We're focussad on commercial
outcomes

tih & LN

Anti-Bribery Act

Parity’s Anti-Bribery and Cormruption policy
is written  follow the UK regulatory
requirernents in relation to the Anti-Bribery
Act. The policy has Executive Director
ownership and is available an the Group's
intranet, Client and supplier arrangerments
are regularly reviewed and guidance
forms part of each employee's induction.

During the vear under review the policy
was reviewed. As a resull of the review,
the Compary amended its policy with
regard o incentive payments offered to
its staff by external payroll companies for
contractor referrals. This practice was
discontinued in the interests of greater
financial transparency for the Company's
contractors.

During 2018 no Instances of bribery ar

corruption were reported or identified.

Modern Slavery Pollcy

Parlty Group has a zerc-tolerance
approach to modermn slavery and is
committed 1o acting ethically and with
intagrity in ali its business deallngs and
relationships, and to implement and
enforce effective systems and controls
to ensure modern slavery is not taking
place anywhere in its own business, or
its supply chain. The following acticns
hava been taken during 2019:

« Supply Chain Review ~ we cohtinue
1o take positiva staps to improve
supply chain transparency. Fellowing
the annuai review of our policy and
supply chain, we continue to believe
that we operate a supply chaln with
a very low inherent risk nf slave and
human trafficking potential. Our
supply chaln Is mainly made up of
UK basad suppliers of professional
services, computer software and
equipment, office supplies and our
contractor and associate workers.
Nevertheless, this assessment is
kept under continual review and due
diligence Is conducted with any new
suppliers,

- Staff Training ~ during 2018 we
updated our iraining contert
provided to all new amployees an
the Modern Slavery Act 2015 and aur
Modern Slavery Pollcy as part of our

Parlty annual repart and accounta 2018

conboarding programme 1o ensurg
all employess are aware of their
responsibiiities.

During 2019 no instances of modem
slavery were reported or identified.
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Remuneration Committee Report

Remunaration Committee

The Remuneration Committea
comprises David Firth ag Chairman and
John Conoley. At the invitation of the
Commitlea, ather Directors may attend
meetings however individual Directors
are excluded from discussions about
their parsonal remuneration.

The committes s responsible for
reviewing the Group's remuneration
policy, the emclumenta of the Executive
Directors and other senlor management
and the Group's penslan arrangaments,
and for making recommendations
thareon to thae Board. The commitee
also makes recommendations to the
Board in respect of awards of cptions
under tha Group's share opticn
schemes. [t also reviews the terms of
service contracts wih senior empioyees
and Executive Directors and any
compangaiion arrangerments resulting
from the termination by the Company of
such contracts.

The committes has access 10 axternal
advisors to assist it with ensuring

that salary and benefits packages

are competitive and appropriate. In
addfitlon, committee members keep
themselves fully informed of all refevant
developments and best practice by
reference to the QCA's Remuneration
Comerittee gulde. Advice on share
optiona ls provided by Pinsent Masons,
whao alsa provide other legal services to
the Group.

The Board determines the remuneration
of all Non-Executive Directors within the
firmits set out in the Company’s Articles
of Association. Non-exscutive Directors
are nat involved in any decisions about
their owh remuneration. Details of
Directors’ rernuneration for the year
ended 31 December 2019 are set out in
tha table on page 42.

Meetings
There were five meetings held during the

year. Attendance at the meetings can be
found in the table on page 28.

Matters considered
During the year, the Commitiee:

+ Reviewed and approved the
salaries of Executive Directors,
including the salary of new Ghief
Executive Officer Matthew Bayfield
cn his appcintment, in line with the
remuneration policy set out below,

+ Approved the renewal of the Group's
aexisting tong term incentive plans,
following the explry of the previcus
plans, and ovarsaw the adoption of
a new EM! share option scheme, In
conjunction with the Group's legal
advisar and the Group's nominated
adviser; and

* Approved the granting of share
options to Chief Executive Officer
Matthew Bayfield as detailed below,
and the gramting of share gptions to
members of senlor management,
with balanced cansideration towards
motlvaling and retalning those
employees capable of delivering
superior parformance.

Remuneration policy

Parity alms to recrult, motivate

and retain high calibre executives
capabie of achieving tha objectives

of the Group and to encourage and
reward performance in a manner

which enhances shareholder value.
Accordingly, the Group operates a
remuneration policy which ensures that
there is a clear fink 1o business stralegy
and a clese atignrment with sharehcider
Interests and current best practice and
ailms to ensure that senior executives
are rewardad fairly for their respective
individual contributians to the Group's
performance.

The key elemants of the remuneration
package of senior axeculives, including

Executive Directors, in the Group in
2019 were basic annual salary and
benefits In kind, long term incentives
including share options, and pension
arrangaments.

Salaries and benefits are reviewed
annuzlly. in order to assess the
competitiveness of the pay and benefits
packages offered by the Group,
comparisons are made Yo those offered
by similar companles. These are chosen
with regard to the size of the company
(turnover, profits and employee
numbers), the diversity and compiexity
of their businesses, the gecgraphical
spread of their businesses, and their
growth, expansion and change profile.

Performance bonus

The terms of an incentive bonus

for Executive Directors are agreed
annually. For 2019, it was agreed that no
performance bonus would be earned by,
or paid to, Executive Directors.

Share option schemes

During 2019 the Group operated the
following types of share option scheme:
the Company Share Option Plans, the
EMI Share Option Plan and the Savings
Related Share Option (Sharesave)
Schema.

Share Option Plans

The Group operates an HMRC
Approved Share Option Plan and an EM[
Share Option Plan, and an Unapproved
Share Optlon Flan for options awardad
to UK employees in excess of the HMRC
limit of £30,000, Share cpticns are
granted 1o Executive Directors and other
senior employees aver a period of time
and according to psrformanca.

The rules of tha Shars QOption Plans
allow for annual grants to be awarded
equivalent o a value of up tc one
times salary or ups 1o two times salary
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in exceptional circumstances. A limit
of 158% of the issued share capital

of the Company in a ten year perlod,
on a rolling basis, is applicable ta the
headroom avallable to award options
aver the life of the Schemes. Tha EMI
Share Option Plan was established in
September 2019 and Rules of the other
Plans were renewad in Septermber 2018,
Rules of all Plans explre in September
2029.

Share options granted are exercisable
in normal circumstances between three
and ten years after the date of grant.
The options are typicaily divided into

3 tranches per grant, with the exercise
of each tranche of options conditional
upon the share price outperforming a
target price.

The exercise of share options is satisfied
through shares issued by the Compary.
in the event that an employee resigns,
the options that they hold wil lapse.
Opticns are grantad at nil cost. The
option exercise price is set at the closing
mid-market share price on date of grant
without any discount.

Share options awarded to the

Executiva Directors are disclosed in

the table under the section Directors’
Remuneration within the Remuneration
Report on page 43. All of the options
awarded 10 the Executive Directors have
vested or lapsed, with the exception of
the follewing grants:

On 18 May 2018 1,000,000 share
options were awarded to Rager Antony.,
The exerclss price of the options is 12.8
pence and the shara cptions granted
have been divided into thitds with each
third being subject to the following
performance condition;

i}y To exercise the first third (173 in
1otal) of the share options awarded,
the share price must be greater
than or equal to 16.00 pence for 5
consecutive days.

ity To exercise tha sacond third (2/3 in

total) of the share options awarded
the share price must be greater
than or equal to 19,20 pence for 5
consacutive days.

i} To exterclse the final third (100% in
total) of the share options awarded
the share price must be greater
than or equal to 22.40 pence for 5
consecutive days.

On 5 February 2019 Matthew Bayfield
was appointed as an Executive Director.
Prior 1o this appolntment, 500,004
shara options were awarded 1o Matthew
Bayfield on 3 May 2018 as amember

of saniar management. The exarcise
price of the aptions Is 13.25 pence and
the share opllons gramted have been
divided into thirds with each third being
subject ta the tollowing performance
condition:

) To exercise the first third (1/3 in
total) of the share options awarded,
the share price must be greater
than or equal 4o 16.56 pence for §
consecutive days.

ii) Ta exerclse the second third (2/3 in
total) of the share aptlons awarded
the share price must be greater
than or equal to 18.88 pencetfor 5
consecutive days.

iif) Ta exerclse the final third (100% in
tatal) of the share options awarded
the share price must be greater
than or egual to 23.19 pence for §
cansecutive days.

On 18 April 2018 3,000,000 share
aptions were awarded to Matthew
Bayfield. The exercise price of the
options Is 7.75 pence and the share
options granted have been divided into
thirds with each third being subject to
the following performanca condition:

i} Toexerclse the first third (1/3 In fotal)
of tha share aptions awarded, the
share price must be greater than or
equal fo 9.89 pence for § consecutive
days.

ii} To exercise the second third (2/3 in
total) of the share options awarded
the share price must be greater
than or equal to 11.63 pence for 5
censecutive daya.

iil) To exercise the final third (100% in
total) of the share options awarded
the share price must be greater
than or equal to 13.56 pence for &
consecutive days.

Al of the share options awarded to the
Exacutive Directors vest in 3 years from
the grant date, and lapse in 10 years
from the gran date If not exercised.

Sharesave Scheme

All UK employees, including the
Executiva Directors, are sligible to
particlpate in the Group's Savings
Related Qption (Sharesave) Scheme
which enables them tc subscribe for
ordinary shares In the Company. Options
grantad under the Sharesave Scheme do
nat have performance related conditions
atiached to them.

in May 2018, the Group made a grant of
options under the Sharesave Scheme.
Options wera granted in conjunction
with a three year savings contract, up

to a monthly imit of £250. Options were
granted at a discount of less than 10%
to the market price. No options were
granted under the Sharesave Scheme in
2019. None of the Directars held oplions
under? the Sharesave Scheme at 31
December 2019,

Share price

The Parity Group plc mid-market share
price on 31 Decamber 2018 was 10.00
pence. During the period 1 January 2019
1o 31 Decernber 2019 shares traded at
market prices between 6.63 pence and
10.35 pence.

Directors’ penslon information

Executive Directors are entitled 10
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a contributory company pension
contribution of 5% of basic salary.

Non-Executive Directors’
remuneration

The Board determines the remuneration
of the Non-Executive Directars with the
benefit of independent advice when
requived. Tha fees are =l at a lavel which
will attract individuals with the necessary
experience and ability to make a
significant contributlon to the Group and
are benchmarked against those fees
pald by other UK listed companies.

The Nan-Executive Directors do not
recelve bonuses or pension contributions
and ara not eligible for grants under any
of the Group's share Incentive schemes.
They are entitied to be reimbursed for
reasonable expenses incurred by them

in carrying out thelr duties as Directors of
the Gompany.

The Non-Executive Directars do

not recelve bonuses or penslon
cantributions and are nat eligible for
grants under any of the Group’s share
incentiva schemes. They are aentitied 10
be reimbursed for reasonable expenses
incurred by them in carrying out their
duties as Diractors of the Company.

Service contracts and letters
of appointment

The Group's policy Is that no Director
has a service contract with a notice
periad of greater than one year or

has provision for pre-detarminad
compensation on termination which
excesds ona year's salary, bonus and
benefits in kind. Non-Executive Directors
have tetters of appolnimant which set
out the terms of their appointments. All
Board appointrments are subject to the
Company's articles of assoclation.
Confractual arrangements for current
Diret:tors are summarised to the right:

QOther Non-Executive posts

Subject 1o the approval of the Beard, the Execulive Directors may hold external
Non-Executive appointrments. The Group believes that such appeintments provide
a valuable opportunity In terms of personal and professional development, Fees
darived from such appoimmaents may ba retained by the Executive Director
concermned.

1. Uniees otherwise specified, tha appeintment of Non-Exaculive Directors Is terminable at the will of the
parties
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Directors’ remuneration

The ramuneration of the Directors who served during the year is set out below:

Compensation Company
for loss of Total pension  Share-based
Salaryfiees Benefits office emoluments  contributions® payments
2019 2019 209 2m9 2019 2019
£'000 £'000 £'000 £000 £1000 £'000
Executive Directors

Matthew Bayfield' 206 " - 217 16 30
Roger Amony 159 12 - 171 8 23
Alan Rommel 54 3 230 287 2 76

Non-Executive Directors
John Cenaley 60 - - 80 - -
David Firth 45 - - 45 - -
Total emoluments 524 26 230 780 20 129

Compensation Comparny
Salary/ for koss of Tatal pension Share-based
fees  Benefits office emoluments  contributions? paymants
2018 2018 2018 2018 2018 2018
£'000 £'000 £'000 £'00C £'000 £'000
Execitive Directors

Alan Rommel 200 13 - 213 10 33
Roger Arttony 150 12 - 162 8 19

Non-Executive Directors
John Conalay 60 - - 60 - -
David Firth 45 - . 45 - -
Total emoluments 455 25 - 480 1B 52

1. Matthew Bayfieid was appointed as u Board Director on & February 2019

2. Alan Bammel resigned as 2 Board Rirector an 8 April 2019

3. Company pension contributions digciosed In tha table abave represent the confractua! pansion entitements due 1o the Directors of the company
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Executive Directors' share options

Lapsed/
Asat surrendered Exercised Awarded As at 31 Exercise
1 January In the inthe inthe  December Exerclse price
2019 year year year 2019 period per share
Matthew Bayfield'
Executive share cption plan
2018 500,000 - - - 500,000 2021-2028 £0.1325
2019 - - - 3,000,000 3,000,000 2022-2029 £0.0775
Sub-tatal 500,000 - - 3,000,000 3,500,000
Roger Antony
Executive share cption plan
2010 100,000 - - - 100,000 2013-2020 £0.0875
2013 20,000 - - - 20,000 2016-2023 £0.2650
2016 800,000 - - - 800,000 2019-2026 £0.0862
2018 1,000,000 - - - 1,000,000  2021-2028 £0.1280
Sub-total 1,920,000 . - - 1,920,000
Total T 2,420,0;)0 - o - N - 3,000,000 5,420,000 )

1. Matthew Bayfield was appointed as a Board Director on § Feoruary 2019
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Directors’ interests in shares

The beneficial interests of the Directors who served during the year and their families in the ordinary share capital of the
Company are shown below:

Shareholding at Shareholding at
31 December % issued 31 December % issued
2018 share capltal 2019 share capital
John Conoley - - 194,636 019
David Firth 200,000 Q.19 200,000 0.19
Matthew Bayfield - - 51,282 0.05
Roger Antony 100,000 010 153,515 Q.15
Alan Rormmel 410,632 0.40 - -
For and on behalf of the Board
[ ~f:
s F LU
David Firth

Chairman of The Remuneration Committee
15 April 2020




Parity has more than forty-five years history of trusted
relationships with our clients and a name that is well
known in its market.
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Audit Cammittee

The Audit Committea is 2 sub-
committee of the Board, and comprises
David Firth as Chairman, and John
Conoley. Both David Firth and John
Ceonoley are Nen-Executive Directars
and are cansidered to be independent
by the Board. Their biographies can be
found on page 32.

The Audit Commitiee mesets at least
three times a year. Audit Committee
meetings are attended by the external
auditors and the Exacutive Directors,

at the invitation of the Committee. The
external auditors meet separately with
the Audit Committee on requast, without
the presence of the Executiva Directors,
ta ensure open communication.

The Audit Gommittee reviews and,

as appropriate, actively engages in
the processes for financial reporting,
internal control, risk assessment,
audit, cormpliance assurance and
considers the independenca of the
Group's external auditor as well as the
effectiveness of the Group’s system

of accounting, its intemal financial
controls, external audit process and risk
management. The Audit Committee's
principal terms of reference Include;

= the oversight responshbilities
described In the foregolng paragraph;

+ reviewing compliance with laws,
regulations and the Group’s code of
canduct and policies;

+ monitoring the integrity of the
Group's financial statements and
announcements relating to the
Group’s financial performance
and reviewing significant financial
reparting judgements, changes in
accounting policles and practices,
significant adjustments resulting from
the audit and the apgplication of the
going concern assurmption;

» reviewing the findings of the extermnal
audit with the external auditor;

* making recommendations t©

ihe Board, far t to put to the
shareholders for their approval,
regarding the appoiniment, re-
appointment and removal of the
axternal auditor and approving

the remuneration and terms of
angagernam of the extemnal auditor;

+ monitoring and reviewing the external
auditor's indapsndence and tha
effectiveness of the audit process;

* developing and impiementing policy
on the engagement of the external
auditors 1o supply non-audit services;

* reviewing the risk management
framewaerk and risk assessments;

+ reviewing the Group's arrangements
for its employees o raise concermns,
in confidence, about possible
wrongdoing in financial reporting or
other matters; and

* reviewing and monitoring the
adequacy and effectiveness of the
Company’s internal financial controts,
internal contral, and risk management
systems.

Mesetings

There were three meetings held during
the year. Attendance at the meetings
can be found in the table on page 28,

Matters considered
During the yaar, the Committea:

reviewed the annual and interim
report and financlal statements of the
Group, and the clarity of disclosures
made;

» oversaw the relationship with the
axternal auditar, Including a review of
the external auditor's findings during
the audit in relation fo the year ended
31 December 2018;

- reviewed the Group's Risk Register
and considered changes to the
Group's risk profile;

+ reviewed the Group Authority Levels;
and

* reviewed the external auditor’s Audit
Plan in relation to the yvear ended 31
Decembar 2019.

External Auditor

The audi in relation 1o the ysar

ended 31 December 2018 was Grant
Thornton's first audit of the Company
since appointment in 2018. The Audit
Committes 1ook feedback with regard to
the conduct of the audit from both Grant
Thornton and the Finance Director.
Naither party reported any performance
or cooperation issues.

Internal audit

The Group does not consider it
necessary to have a separate fnternal
audit function due ta the Group's slze
and its centralised administrative
function but keeps this need under
review. The Company receives regular
feedback from its external auditors

oh the effectiveness of its internal
contrcls and aims to implement any
improvements identified.

Significant issues relating to

the Financial Statements

The Audit Committee reviewed the
following Issues in telation 1o the
financial staterments for the year under
review:

Judgements and eatimates

The Committee reviewed the executive
management’s assessments and noted
that:

» aclear distinction had been made
between judgemaents and estimatss;

+ the only significant areas of
judgement were ravenue recognition
and deferred tax asset racagnition;

* thers were no other judgements
made that had a significant effect on
amounts recognised in the accounts;
and

- estimates were limited to those
assumptions that carried a significant
risk of a material adjustment 1o the
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carrying values of asset and liabilities
within the next financial year.

Valuation of gaadwili

The Committea reviewed the axecutive
menagement's suppaort of the carrying
value of Goodwill In the Group's two
cash generating units (CGUs). The
Committee noted that:

+ the discounts rates applied were
commeansurate with rates used within
tha Group’s peer group;

« cash flow projections were based
upon prudent growth projections;
and

' the sensitivity analysis demonstrated
that both CGUs had sufficient
headroorn to absorb the possible
Impact of key sensitivities.

Retirement benefit lability

The Committee raviewed the
assurnplions mada in relation tc the
accounting for the Group's defined
benefit pension scheme and were
satisfied that these were in line with
recognised market practice.

Going concern

The Committee reviewed a paper
prepared by executive management in
support of the going concern statement.
The paper included senslitivity analysis
comprising different downside scenarios
of the Group's financial projections.

It was noted that the projections and
scenarios for the period to 31 December
2021 demonstrated sufficient facility
headroom. These projections were
updated and reviewad in April 2020 for
the effects of the Covid-19 pandemic

as described in the Directors' report on
page 49.

Deferred taxation

The Committes reviewed a paper
preparad by the Finance team and
noted that:

- the assumptions used around
recoverabillity of the assets wera

the same assumptions used for tha
valuation of goodwill; and

+ brought forward tax losses in the
GCaonsultancy legal entity were
unrecognised, consistent with the
pror year, which was consldered
appropriata In view of current trading
in the division.

IFRS 16

The Committaa reviewed a paper
prepared by the Finance team and
noted that:

the rew standand would result In the
Company recognlsing £1.1m In right
ot use assets, and £1.1m in lease
liabifities, In its Statement of Financial
Position as at 31 December 2018;

+ there was minimal impact on the
Incoma Statement with the exception
of an impairment charges on two
ampty properties resulting in a non-
racurring charge of £0.1m.

/\Bzu <P L.:LL
David Firth

Chairman of The Audit Committee
15 April 2020
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The Directars present their report
and the audited accounts for the year
ended 31 December 2019.

Principal actlvities

The Group dellvers arange of
reciultment and data and technology
solutions 1o clients acress the public
and private sectors. During the period
under review the Group operated
through two servica lines: Recruitment
and Consultancy.

The principal activity of the Recrulment
service line is to provide recruitment,
predominately interim recruliment,

and graduate piacement services, 10

a diverse range of clients. [(n 2019 its
clients' market sectors included central
and local government within the public
sector and retail, housing, utilities and
education in the private sector.

The principal activities of the Gonsultancy
sarvice line comprise data consultancy
sarvices and business intelligence
solutions, Consultancy defivered fts
services during the year to certral
govamment departments in tha public
sector and to FMCG, health and food
services clients in the private sector.

Review of business and future
developments

A review of the buslness and lts outlock,
including commeantary on the key
performance indicators of ravenuse,
external contribution, debtor days

and net cash, and the principal risks
and uncertainties facing tha Group is
included in the Chalrman's Report, Chief
Executive’'s Letter and the Operating
and Finance Review on pages 6 to 23.
The Group’s soclal, environmantal and
ethical pulicies are set out an pages 34
to 36. A statement on the application ot
the going concern principle is set out
below. Detatls of financial instruments
are set aut in note 21 to the financial
staterments. Each of the above is
incorporated in this report by reference.

Group results

The Group loss before tax for the year
was £1.06m (2018: profit before tax from
comtinuing operations £0.36m). After a
tax charge of £0.03m (2018: tax credit
of £0.06m and a loss after tax from
discominued operaticns of £0.38m), the
retained loss of £1.08m (2018: redained
profit of £0.04m} has been transferred

fram resarves. The results for the year
are set out in the consclidated income
statemsent on page 62.

Dividends

The Directors do not recommend a final
dividend (2018; nll pence per crdinary
shara). The total dividends for the year
were nil pence per ordinary share (2018:
rll pence per crdinary share},

Pension

The Group operates a defined
contribution penslon schama. Thera is
also a defined benefit scheme which
iz closed Both 1o new mambers and to
future service accrual. Details of the
defined banefit pension scheme are
given in note 23.

Purchase of own shares

At the end of the year, the Gompany
had autherity, under the shareholders'
resolution of 30 May 2019, to purchase
in the market 10,262,402 of the
Company’s ordinary shares at prices
ranging betwean two pence and an
amoun? equal to 105% of the average
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of the middle market prices quoted

in the five business days immediately
preceding tha day of purchase. No
purchases ware made during the year.
The Dirsctors intend 1o seek renewal of
this authority at the forthcoming Annual
General Meeting.

Board of Directors

Blographical information on each of
tha Directors as at 15 April 2020 s set
oul on page 32, together with detalls of
membarship of tha Board committees.

The Company's Articles of Association
reqguire that at least one Director will
retire from office by rotation and seek
reappointment at the next AGM,

Directors’ interests

The Directors’ beneficial interests in the
ordinary share capital of the Company
are sel out within the remuneration
report on page 44.

Principal shareholders
As shown in the table below at 14 April

2020 (being the latest practical date
prior 1o the signing of the Directors’
Repoert} the Company had received
notification of the following substantial
interests reprasenting over 3% of the
issued share capital:

Capital structure

The Cempany has one class cof share

in issue, ordinary shares of 2p. The
shares are Isted on the London Stock
Exchange and shareholders are antitled
ta vote at Cornpany meetings, 1o receive
dividends and o the return o thelr
capital In the avent of liquidation.

The Directars are not aware of any
restrictions on transfers of shares In
the Company or on voting rights or of
any agreamerts between holders of the
Company's shares which may result in
such restrictions.

Going concern

The financial statements have beeh
prepared on a going concern basls. The
Directors have reviewed the Group's
cash flow forecasts for the period to

Number of
ordinary Percentage
2p shares held
Heliym Rising Stars Fund 22762851 22.18%
Timethy Watts 12,358,000 12.04%
David Gourtley 5,566,031 6.40%
Barclays Wealth 6,327,810 8.17%
Gl Ranch Corporatlon 4,654,778 4.54%
Hargreaves Landsdown 4134191 4.03%
Interactive Investor 3,715,823 3.62%
Citrine Investments 3,568,768 3.47%
Jahn Cawthorne 3,223,310 3.14%
Redmayne Bentley 3,223,302 3.14%
Brewin Dolphin 3,185,578 3.11%

31 December 2021, faking account

of reasonably possible changes in
trading performance, including potential
downsides from the Impact of Covid-19.
Discusslon of this risk is Included

within Principal Risks and Uncertainties
on page 23. Downside sansitivities
hava included reduced levels of new
business, iower contractor extensions
and reduced contractor utilisation in
the svent that sama contractors are
unzahle to work cr have their contracts
terminated. In these scenarics, the
Diractors do not anticipate issues with
the Group's financing requirements.
The Group is currently wall capitallsed
with its financing facility providing

a comfortable level of headroom.
Maeasures have alraady been taken to
pratect the Group from a downturmn

in revenues and there are further
mitigating actlans which would be taken
if required. Nevertheless, the Directors
acknowledge the significant uncertainty
caused by the Covld-18 pandemic and
are closely menltoring the cutlook for
the Group. The Directors cannot ba
certain as 1o the severity and duration
of these impacts and therafore thera

is a material uncertainty which may
cast significant doubt on the Group’s
and paren company's going concern.
Attention is drawn to the independent
auditor's report on page 54.

The financing facility provided by
PNC was renewed in May 2019 witha
minimum term of 2 years.

The Campany s not party to any
significant agreements that take effect,
alter or terminate upon a change of
control of the Compzny following a
takeover bid, except for the finance
facllity agreement with PNC. There are
no agreements betwaen tha Company
and its Direclors or employeas providing
for compensation for loss of office or
employment that accurs because of a
takecver bid.
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Payments to suppliers

The Graup seeks ic abide by the
payment terms agreed with suppliers
when it is satisfied that the supplier

has provided tha goods or services in
actordance with the agreed terms and
conditions. In the United Kingdom and
Ireland the Group agraes paymern terms
with its suppllers when it enters into
binding purchase contracts.

Corporate social responsibility

The Group recognises its carporate
soclal responsibliities and reporta on
these in a separate statement of sacial,
enviranmental and ethical poilcles on
pages 34 to 36. This staternen! covers
the Group's Employment Policies,
Environmental Policy and tealth and
Safety Policy.

Directors’ and officers’ liahility
insurance and indemnity

The Company has purchased insurance
to cover its Directors and officers
agalnst thelr costs in defending
themselves in any jegal procesdings
taken against them in that capacity

and In respect of damages resulting
from the unsuccessful defence of any
proceedings.

Political donations

There were no political donations made
by the Group during the year (2018:
none}.

Corporate Governance

The Corporate Governance Report
on pages 26 to 30 forms part of the
Directors’ Report.

Auditor

Pursuant to section 489 of the
Companles Act 2006, resclutions will be
proposed at the 2020 Annual General
Mesting to reappcint Grant Thornton
UK LLP as auditor to the Company and
to autharise tha Directors o determine
thair remuneration.

Annual General Meeting

The resalutions to be proposed at the
Annual General Mesting, together with
the explanatary nates, will appear in the
Notice of the Annual General Meeting
which will be circulated with the annual
repart when sent to all shareholdars.

By order of the Board

Roger Antony
Director
15 April 2020
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Statement of Diractors’
responsibilities in respect of
the Annual Report and the
Financial Statements

The Directors are responsible for
preparing the Annual Report and the
Group and parent Company financial
statements in accordance with
applicable law and regulatians.

Company law requires the Direcliaors to
prepare Group and parent Company
financial statements for each financial
year. As required by the AIM Rules

of the London Stock Exchange they
are required tc prepare the Group
financial staterments in accordance
with Internationai Financial Reporting
Standards as adopted by the EU
{(IFRSs as adopted by the EU}and
appllcable law and have elected 1o
prepare the parent Company financial
statements an the same basis.

Under company law the Directors
must not approve the financial
statements unless they are satisfiad
that they give a true and fair view of
the state of affairs of the Group and
parent Company and of their profit or
loss far that period. in praparing each
of the Group and parent Company
financial statements, the Directors are
required to:

+ select suitable accounting policies
and then apply themn consistentty;

+ make judgemenits and estimates
that are reasonable, relevant and
rellable;

» state whether they have been
prepared in accordance with IFRSs
as adopted by the EU;

+ assess the Group and parent
Company's ability to continue as
a going concern, disclosing, as
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applicable, matters related to going
tancem; and

» Use the goihg concern basis of
accounting unless they either Irtend
to liquidate the Group or the parent
Company or to cease operations, ar
have no realistic alternative but ta
do so.

The Directors are responsikle for
keeping adequate accounting records
that are sufficient to show and explain
the parent Company’s transactions
and disclose with reasonable accuracy
atarny time the financial position of

tha parent Gempany and enable them
to ensure that its financial statements
camply with the Companies Act

2006, They are responsible for such
internal cantrol as they detarmine is
necessary to enable the preparation
of financial statements that are free
from material misstatement, whether
due to fraud or error, and have genaral
responsibllity for taking such steps

as are reasonably open to them to
safeguard the assets of the Group and
o prevent and detect fraud and other
irregularities.

Under applicable law and regulations,
the Directors are also responsible for
preparing a Strategic Report and a
Directors’ Repaort that camplies with
thal law and those regulations.

Website publication

The Directors are responsible for
ensuring the annual report and

the financial statements are made
available on the Parity Group websita.
Financial statements are published on
the Company's website in accordance
with AIM company requirements
governing the preparation and
dissemination of financial statements.
The maintenance and integrity

R
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of the Company's website is the
responsibility of the Directars. The
Directcors' responslbility also extends
to the ongoing inteqrity of the financial
staternments contained therein.

internai controi

The Board I3 ultimately responsible for
the Group’s systemn of internal control
and for reviewing its effectiveness
and is asslsted in this respect by the
Audit Committee. Such a system

Is designed to manage rather

than eliminate the risk of failure 1o
achieve business objectives and

can only provide reascnable and

not absolule assurance against
material misstatement or lass. The
Group's system of internal control,
which materially complies with the
Financial Reporting Councifs Risk
Management, Internal Central and
Related Financial and Business
Repaorting September 2014 guidance
has been in place throughout the
year and up to the date of this repcrt.
The Directors confirm that they have
reviewed the effectiveness of the
Group's system of internal controls
during the year.

The Group did not consider it
necessary to have a saparate internal
audit functicn, but will continue to
kesp the need under review.

Risk management

The Group js exposed through its
operations to the foliowing financiat
risks:

+ Interest rate risk;

« Foreigh currency risk;
+ Liquidity risk; and

« Credit risk.
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The policies for managing these
risks are aet by the Board following
recommendations from the Group
Finance Director. Cenlain risks are
managed centrally, while olhers are
managed lucally fullowing guidelines
communicated from thae cantre.

The paolicies for each of the above
risks, and the nature and extent of
thase rigks, ara dascribed In detall In
note 21 to the financial statements.
Other risks and uncertainties are
discussed on page 23.

Each of tha persons who is a
Director as at the date of approval of
this annual report confirms that:

« 50 faras the Director is
aware, there Is no relevant
audlt information of which the
Curnpany's auditors are unaware;
and

= the Director has taken all the
steps that he ought to have taken
as a Director in order to make
himseif aware of any ralevant
audit Inforrmation and to establish
that the Company's auditars ara
aware of that information.

This confirmation is given and
should be interpratad In accordance
with the provisions of s418 of the
Companies Act 2006.

K i '{‘ LUy

John Conoley
MNon-Executive Chairman
15 Aprll 2020
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Independent
Auditor’s Report

Independent auditor's repart to the members of Parity Group plc

Opinien

Our eplinion on the i jal st ts is unmodified

We have audited the financial statements of Parity Group pic {the 'parent company’) and its
subsidiaries {the 'group’} for the year ended 31 December 2019, which comprise the Consolidated
ircorne staterment, Consolldated statement of comprehensive income, Consolidated and Company
Statements of changes in equity, Consalidated and Company Statements of financial pesition,
Consolidated and Company Statements of cash flows and notes 1o the financial statements, including
a summary of significant accourting policies. The financial reporting framework that has been applied
Intheir preparation is applicable law and International Financial Reporting Standards (FRSs) as
adopted by the European Union and, as regards the paremt company financial stataments, as applied
in accordance with the provisions of the Companies Act 2008,

N our opinion;

« the financial statements give a frue and fair view of the state of the group's and of the parent
company's affaira as at 31 December 2019 and of the group's loss for the year then ended;

= the group Tirancig! statements have been properly prepared in accordance with IFRSs as adopled
by the European Union;

» the parent company financial statements have been property prepared in accordance with IFRSs
as adopted by the European Unlon and as applied in accordance with the provisions of the
Comparies Act 2006, and

« the financial staternents have been preparad in accordance with the requirements of the
Companies Act 2006

Basis for apinion

We contucted our audit in aocordance with Internatiora Standards on Auditing (LK) (ISAs (UK)) and applicabie law Our
responsibiliies under those standarde are further desorbed in the 'Auditer's responsibilities for the audit of the financial
statements' section of our report. We are independent of the group and the parent company In accordance with the ethical
requirements that are reievart to our audt of the financial statements In the UK, including the FRC's Ethical Standard as
applied to listed entities, and we have fullilled our other ethical respansibilities in accordance with these requirements,

We belleve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

The impact of uncertainties arising from the UK exiting the European Union on cur audit

Our audit of the financial statements raquires us to abtain an understanding of all relevant uncertainties, including those
arising as a consequence of the effacts of Brexit. All audite assess and chalienge the reasanabieness of estimalas made
by the directors and the related disclosures and the approprizteness of the going concern basis of preparation of the
financial statements. All of these depend on assessments of the fiture economic environrnent and the group's and parant
compary's future prospects and performance.

Brexit is one of the most significant economic events for the UK, and at the date of this report its effects are subject to
unprecedented levels of uncertainty, with the full range of possible outcomes and their impacts unknown. We applied @
standardised firm-wide approach in response to these uncertaintios whan assessing the group’s and parent company’s
future prospacts and performance However, ne audit should be expected to predict the unknowable factors ar all possible
future implications tor a group and parent company associated with a course of action such as Brexit

Material uncertainty related to going concern

We draw attention to note 7 in the financial statemants, which indicates thet the Direclors cannot ba certain as to the
severity and duration of the impacts of Covitl-19 on the husiness of the group and parent company. These events or
conditions, aleng with the othet matters set forth in note 1, indicate that @ material uncertainty exists that may cast
significant doubt on the group's and parent compary's 2bllity to continue as a golng conearn. Our opinion is not rmodifled in
raspect of this matter.
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Overview of our audit approach
» Overall materiality: £431,000, which represented 0.5% of the
° GrantThornton group's expected revenue at the planning stage of the audit; and

Key audit matters identified were revenue reccgnition and
transition to IFRS 18 'Leases’.

Key audit matters

Key audit matters are those malters that, in our professional judgment, were of most significance in our audit of the
financlal statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due (o fraud) that we Identified. These matters included those that had the greatest effect on: the overall
audit strategy, the allocaticn of resources In the audit; and directing the efforts of the engagement team. These matters
were addressed in the context of our audit of the financial statements as a whole, anc In forming our opinlon thereon, and
we do not pravide a separate opinion on these matters.

in addition to the matter described in the material uncertainty related to going concern section, we have determined the

matters described below to be the key audit matters to be communicated in our report.

Kay Audit Matter — Group

How the matter was addressad in the audht - Group

Revenue recognition

Under intemational Standard on Auditing (UK) 240 The
Auditnr's Responsibllities Relating to Fraud in an Audit
of Financial Statements’, there Is a presumed risk that
revenue may be m'sstated due to the improper
racognition of revenue.

Revenue Is recognised in accordance with the group's
accounting poticy and International Financial Reporting
Standard IFRS 135 "Revenue from contracls with
customers”.

The group has two oparating segments with separate

revenua streams:

» Recruitment — grovides targatad recruitment of
temporary and parmanent professionals to support
IT and business changa pragrammas. Recrultmeant
provides 91% (2018: 90%; of the continuing group's
revenues.

» Consultancy - provides business and IT
consuitancy services focusing on the provision of
data soluions and delivery of IT projects.
Consultancy provides 9% (2018: 10%) of the
continuing group's revenues,

Due to the size of the balance and volume of
transactions, we identified the occurrence of revenue
recognition as a significant risk, which was one of the
most significant assassed Hsks of material
misstatameant.

Our audit work included, but was not restricted to:

»  Assassing the stated accounting policles in
respec of revenue recognition policlas and
whether these are consistant with IFRS 15.

For Recruitment revenue:

«  Tesling the operating effactivaness of the key
conirol for temporary professional's revenue
recognition. The key contro! tested being
authorisation of the contractar timeshaet by
the customer; and

. Substantivaly testing permanant revenue
transactions by agreeing a sample of sales
Involces to evidence of commencement of
employment and bank receipts.

For Cansuitancy revenhue:

= Substantively testing revenue transactions by
agreeing a sampla of sales invoices to bank
receipt and ramittance, or allernative
evidence where the invoice was not pald
during the year.

Further to the above, we also focused our testing on
accrued income by carrying out the foliowing tests:

+  Ohtalning and reconclling the accrued Income
listing to the trial balance,

«  Gaining an understanding of the systems and
contrels In place for recognising accrued
income; and

»  Statistically tesling a2 sample of transactions
by agreeing revenue recognised to authansed
timesheets or alternatve supporting
decumentation, and sales invoices post year
end.

The group’s accounting palicy on revenue recognition is
shown in note 1 to the financial statemants, The Audit
Committea identified revenue recognition as a
signlficant issue in its report on page 48, where the
Audit Committee also described the acticn that it has
taken 1o address this Issue.

Kay observations

Based on our audit work wa did not identify any matedal
Instances of revenue not being recognised in
accordanca with stated accounting policies and IFRS
15.

[P—




56 *

Indspandent Auditor's Report

Key Audit Matter — Group

Parity annual report and accounts 2019

How the matter was addressed in the audit — Group

Transition to IFRS 16 ‘Leases’

IFRS 16 has been adopied by the Group for the firsi
tiere in the pericd. Management have elected to adopt
the modified retrospective approach to transitioning to
the new standard.

Application resulted in the recognition on transition of
total lease llabilties of £1,057.600 and right-of-use
assats of £1,063,000,

The process for measuring the Impact of [IFRS 16 is
complax and requires significant judgement, therefore
we idenlifiad the fransition to IFRS 168 as a significal

Our audit work included, but was not restricled to:

» Assessing tha accounting policy and disclosures for
vompliance with IFRS 16;

» Testing the arithmetical accuracy and integrity of
the underying data, by checking the conslslency of
the formulas and agreeing & sample of Inputs to
supporting documentation inciuding lease
agreements;

« Testing the completeness of the leases deniified by
viawing lease agreements and payments and
checking that they are included on the listing; and

- A ing the reasonableness of the discount rate

risk, which was one of the most significant d
risks of material misstatement.

Our application of materiality

We define materlality as the magnitude of misstatement in the financial staternents that makes it probable that the
economic decisions of a reasonably knowledgeable person would be changed or iInfiuenced. vve use materlality in

applled by carrying out a sensilivily analysis and
obtaining corroborative evidence to support the
judgements made by management for the key
assumptions in applying IFRS 18,
The group's accounting policy and related disclosures in
relation to IFRS 16 Is shown on page 70.

HKey observations

Based on our audit work we did not identify any material
misstatements on the transiion to IFRS 16,

determining the nature, timing and extent of our audit work and in evaluating the resutts of that work,

Materiality was detarmined as follows;

Materiality measure Group

Parent company

Financial statements as a  £431,.000 which was 0.5% of the group's ~ £411,000, which is 2% of the parent

whole expecied revenua at the planning stage of
the audil. This benchmark s considerad
thé mest appropriale because revenue is
the key driver of the business and is less
volatile than group profit before tax.

Matediality for the curent year is lower
than the level that we determined forthe
year ended 31 December 2018 to reflect
the fall in revenue compated to the prior
year.

company's investments in subsidiaries.
This benchmark is considered the most
appropriate because the parent company
is a holding company.

Materiality for the curment year is the
same as the level that we determined for
the year ended 31 Decamber 2018.

Pesformance materiality ~ 75% of financial slatement materiality.
used to drive the extent
of our testing

75% of financial statement maderiality.

Wa also determine a lower level of
speciic materiality for certain areas such
as directors’ remuneration and related
party transactions.

Specific materiality

We also determine a lower leval of
specific materiality for centain areas such
as directors’ remuneration and refated
party transactions.

Communication of
misstatements to the
audit committee

E22,000 and misstatements below that
threshold that, In our view, warrant
reporting on qualitative grounds.

£21,000 and misstataments below that
threshold that, in our view, warrant
reparting on qualitative grounds.

The graph below #lustrates how performance materiality Interacts with our overall materiality and the tolerance for potential

uncorrected misstatements.
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Owerall materiality — Group Overall materiality — Parent

75%

FTolerance for potential uncorrected mis-statements ~Performance materiality

An overview cof the scope of our audit

Qur audit approach was a risk-basad approach founded on a thorough understanding of the group's business, its
snvironment and risk profile and in particular included:

«  we detarmined that two of the trading subsidiaries (Parity Professionals Limited and Parity Cansultancy Services
Limited) required full scope audits of their financial informatien for group purpeses;

+  the group team dstermined the component materialitios, which ranged from £208,000 to £411,000, having regard
to the mix of size and risk profile of the group across the components;

= work camied out by the group engagement team at the group's Lendon head office only;
» advanced audit procedures, focussing on revenue and payrell testing; and

»  full scope proceduras on 100% of revenue generated by the group, and the total assets and total loss of the
group.

Other information

The directors are responsible for the other information. The other information comprises the information included in the
Report and Accounts, other than the financial statements and our auditor’s report theraon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise expilicitly stated in our report, we do
not expross any form of assurance conciusion thereon.

1n connaction with our audit of the financial statements, our responsibility is to read the other informatisn and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or eur knowladge obtained in
the audit or otherwise appears to be materially misstated. If we identify such materlal inconsistencles or apparent material
misstataments, we are required to determine whether there Is a material misstaternent In the financial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to raport in this regard.

Our opinien on other matters prescribed by the Companies Act 2006 is unmodified
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the strategic raport and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

« the stratagic report and the directors’ report have been prepared In accordance with applicable
legal requirements.

Matters on which we are required to report under the Companies Act 2008

In the light of the knowledge and understanding of the group and the parent company and its envirenment obtained in the
course of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

Independent Auditor's Report ¢ &7
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Matters on which we are required to report by exception

We have nothing te report in respect of the following matters in relation to which the Companies Act 2006 requires us to
report to you if, In our opinion;

» adequate accounting records have not been kept by the parent company, or retums adequate for our audit have not ;
been recelved from branches not visited by us; or H

+ the parent company financial statements are not in agreement with the accounting records and returns; or
« certaln disclosures of directors’ remuneration specifled by law ate not made; or i

+ we have not received all the Information and explanations we require for our audit. i

Responsibilities of directors for the financlal statements

As explained tmore fully in the statement of directors’ responsibilities set out an page 52, the directors are responsible for
the preparation of the financial staterments and for being satisfied that they give a true and falr view, and for such internal
controi as the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. '

In preparing the financial staternents, the directors are responsible for assessing the group’s and the parent company's

ability to continue as a going concern, disclosing, as applicable, matters related to going concern and uslng the going :
concern basis of accounting unless the directors either intend to liquidate the group or the parent company or to cease

operations, or have no realistic alternative but to do sa.

Auditors responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financia! statements as a whole are free from
material misstatement. whether due ta fraud or error, and b issue an auditor's report that includes gur opinion.
Reasonakle assurance (s a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs
(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or 2rror and are
cansldered material if, individually or 1n the aggregate, they could 1easonably be expected to influence the ~eonomic
decisions of users taken on the basis of these financial statements.

A further description of our responsiblliities for the audi of the financial statemants is located on the Financlal Reperting
Coungil's website at: www.frc.org.ulk/auditorsresponsibilities. This description forms part of our auditor's report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the cormpany's mambers those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by .
law, we do not accept or assume respansibility to anyone other than the company and the company’s members as a body, ‘
for eur audit work, for this report, or for the opinions we have formed. '

Gk T cac 120

Marc Summers FCA

Senior Statutery Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Ghartered Accountants
LONDON

15 April 2020







Section three




Contents

rircduction

Afcut Poardt.

Section one
Strategic report

Cruirman's Report

Chef Executive's Stoterrert
Our lirrelire |

GC.ise Stucies

A New Operatirg Yogel

Opar oeasd aed Fircrictd Review

Section two
Governance

Crirgzeroste Goverr e Raprort

The Be o

Gorperste Soonl Resporsiit, Report
Remurer:tion Committee Report .
ALCit Carrrrittee Hepert

Directers’ Hepert

Sttentert ot Drecters Respersibiliting

roepardect Avaitor's Reoort




82 ¥ Accounts, notas and other information

Parity annual report and accounts 2019

Consolidated income Statement for the year ended 31 December 2018

Non- Non-
Belore non-  recurring Before non-  recurring
recurring ftamms recurring Rerns
items (note 5) Total ftems {note 5) Total
2018 2019 2019 2018 2018 2078
Notes £000 £'000 £'000 £'000 £'000 £'000
Continuing operations
Revenue 3 80,409 - 80,409 86,112 - 86,112
Employee benefit costs 4 {4,876) 867) (5,743) {5,976) {299) (8,275)
Degreclation, amartisation and impairment 4 (806) (142) (948} (194) - (154}
Ali other operating expenses 4 {74.280) (163) (74,443} (78,724 (i96) (78,920}
Total operating expenses (79.962) (173 (81,134  (84,894) (95}  (85,389)
Operating profit/loss) a47 (1,172 (725) 1,218 {4as) 723
Finance costs 7 {332) - (332) (385) - (365)
Profit/(loss) before tax 118 (1172) {1,057) 853 {4as) 358
Tax {charge)/credit 10 (149) 124 (25) (16) 79 63
m}i‘zr::it for the year from continuing B4 (1,048) (1,082) 837 @18) a2
Discontinued operations
Loss from discentinued oparations aftartax = 8 - - - (381) - [387)
gﬁ;‘:‘gﬁﬁ:ﬁ;‘;{“’ attributable to (3 (1048 (1,082 456 (416) 4u
(Loss)earmings per share - Continuing operations
Basic 1 (i.05p) 0.4%p
Diuted gl {(1.05p) 041p
{Loss)earnings per share - Continuing and discontinued operations
Basic 11 (1.05p) 0.04p
Diuted 1 (1.05p) 0.04p

The notes on pages pages 70 to 101 formn part of the financial statements.
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Consolidated Statement of Comprehensive Income for the year ended 31 December 2019

2019 2018

. Notes £'000 £'000
(Loss)/profit for the year (1,082 49
Qther comprehensive Income
farns that may be reclassified to profit or loss
Exchange differences on translation of foreign operations - @)
itams that will never be reclassified to profit or ioss
Remeasurement of defined benefit pension scheme 23 931 {1,005)
Deferred taxation on remeasurement of defined pension scheme 16 (158) 1
Other comprehensive income/{expense) for the year after tax 773 {837)
Total comprehensive expense for the year attributable to owners of the parent {309) (797

The notes an pages 70 to 101 {fonm part of the financial statements.,
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Share Capital
Share premium redemption Other Retained

capital raserve reserva resarves  earnings Total
Consolldated £'000 £'000 £'000 £'000 £:000 £'000
At 31 December 2018 2,653 33,244 14,319 34,560 (77.612) 6,564
Adoption of IFRS 16 (note 1) - ~ - - 6 6
Revised at 1 January 2019 2,053 33,244 14,319 34,560 (77,606) 6,570
Share options — value of employes servicas - - - - 162 162
Transactions with ownera - - - - 162 162
Less for the year - - - - (1,082 (1,082
Remeasurament of defined benefit pension
scheme - - 931 931
Deferred taxation on remeasurement of defined _ . _ _ (158) (158)
pension scheme taken directly to equity
At 31 December 2018 2,053 33,244 14,318 34,560 {77,753} 6,423

Share Capital
Share premium redemption Other Retained

capital reserve reserve reserves  earnings Total
Consolldated £'000 £000 £'000 £'000 £'000 £'000
At 1 January 2018 2043 33,211 14,319 44160 {88,544) 7189
|lssue of new ordinary sharas 10 a3 - - - 43
Share oplions - value of employese services - - - - 129 129
‘Transactlons with cwners 16 33 - - 129 172
Profit for the year - - - - 40 40
Exchange differences on transiation of foreign
o - - - - @ @

perations

Remeasurement of defined benefit pension _
scheme - - (1.005) (1.005)
Deferred taxation on reteasurement of defined ) _ B . 171 171
pansion schema taken directly to equity
Rezllocation of Impairment charge (note 22) - - - (9.600) 9,600 -
At 31 December 2018 2,053 33,244 14,318 34,560 (77.612) 6,564
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Statements of Changes in Equity for the year ended 31 December 2019 (continued)

Share Capital
Share premium redemption Other Retained

capital reserve reserve reserves earnings Total
Company £°000 £'000 £'000 £000 £'600 £000
At 1 Januvary 2019 2,053 33,244 14,319 13,920 (52,047) 10,698
Share options - valus of
employee services - B ) - 121 121
Transactions with owners - - - - 121 121
Profit for the year - - - - 14 14
At 31 December 2018 2,053 33,244 14,319 13128 (51,912) 10,833

Share Capita!
Share premlum redemption Other Retained

capital reserve reserva reserves earnings Total
Company £'000 £'000 £'000 €000 £'000 £'000
Al1 January 2018 2,043 3321 14,318 22729 (59,812) 12,490
1ssue of new ordinary shares 10 33 - - - 43
Share options ~ value of employee services - - - - 52 52
Transactions with owners 10 33 - - 52 95
Loss for the yaar - - - - (1,887) (1,887)
Reallocation of impairment charge {note 22) - - - (9,600) 9,600 -
At 31 December 2018 2053 33,244 14,319 13128 (52,047) 10,698

The notes on pages 70 to 101 form part ot the financial statements.
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Company number 3539413
Consolidated Company
209 2018 2019 2018

Notes £'000 £'000 £'000 £'000
Asaels
Non-current assets
Goodwill 12 4,594 4,504 - -
QOther intangible assets 13 32 86 - -
Property, plant and equipment 14 43 69 - -
Right-of-use assets 18 395 - - -
Trade and other receivables 17 - - 131,946 123,510
Investments In subsidiaries 28 - - 20,527 20,527
Defarred tax assets 18 970 1,153 - -
Total non-current assets 6,034 5,902 152,473 144,037
Current assets
Trade and other recealvabiles 17 6,739 12,018 2,130 2,304
Cash and cash aquivalents 4,116 5,829 117 387
Total current assets 1G,855 17,847 2,247 2,691
Total assets 16,889 23,749 154,720 148,728
Liabllities
Current llabilides
Loans and borrowings 13 (2,719) {6,919) - -
Leasa liabilties 15 (325) - ~ -
Trade and other payables 19 {6.012) {8.267) (14,357) (12,917
Provisions 20 (324) 43) - -
Total current llabllities (9,380) (15,223) {14,357) $12,917)
Non-current liabilities
Lease liabilitias 15 {173) - - -
Trade and other payables 19 - - (129,530) (123,113)
Provisions 2D {21) [+:de)] - -
Retirement benefit labillty 23 (892) (1,942) - -
Total non-current llabllities {1,086) (1,962} (129,530) (123,113)
Total liabllities (10,466) (17,185) (143,887) (136,030)
Net assels 8,423 6,564 10,833 10,608
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Statements of Financial Position as at 31 December 2019 {continued}

Consolidated Company

2019 2018 2019 2018
Notes £'000 £'000 £'6¢00 £'000

Shareholders’ equity
Called up share capital 24 2,053 2,053 2,053 2,053
Share premium reserve 22 33,244 33,244 33,244 33,244
Capital redempticn reserve 22 14,319 14,318 14,319 14,319
QOther reserves 22 34,560 34,560 13,129 13,129
Retained samings 22 (77,753) (77.612) (51,812) (62,047)
Total shareholders’ equity 6,423 6,564 10,833 10,658

In accordance with Section 408 of the Campanles Act 2006, the Company has not presented its own income statemant or statemait of
comprehensive income. The profit for the year dealt with In the accounts of the Company was £14,000 (2018; loss of £1,887,000).

The notes on pages 70 to 101 form part of the financial statemants.

Approved by the Diractors and authorised for lssue on 15 April 2020.

S Voop

Matthew Bayfield Roger Antony
Chief Executive Officer Group Finance Director
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Statements of Cash Flows for the year ended 31 December 2018

Consolidated Company
2019 2018 2019 2018
Notes £°000 £'000 £'000 £'000
Operating activitles
(Loss)/profit for the year (1,082) 40 14 (1,887)
Adjustments for:
Net finance expense 332 365 (1,446) 625
Bhare-based payment expense k] 162 129 121 52
Income tax chargef{cradit) 10 25 236) (339 239)
Intercompany loans written off 27 - - - 395)
Amontlsation of intangible assels 13 52 168 - -
Depreciation of property, plamt and equipment 14 56 53 - 1
g::;r;claﬂon and impairment of right-of-use 15 840 } _ .
Losa on write down of assets 13,14 18 - - -
Loss on disposal of subsidiary 8 - 306 - -
401 822 (1,645) (1,843)
Worklng capital movements
Dacrease in trade and other receivables 17 5,233 204 1 -
(Decrease)increass In tfrade and other payables 19 (2,249) 41) 39 (53)
Increase in provisions 20 282 45 - -~
Payments to retirement benefit plan 23 {249) 328) - -
:::i ;:sel:‘ flows from/{used In) operating 3,418 604 (1,605) (1,896)
Investing activitles
Purchase of intangible assels 13 - (14) - -
Purchase of property, plant and equipment 14 (44} {35) - -
Net proceeds from dispasal of subsidiary 8 - 114 - -
Net cash flows (used In)/from investing @44 &5 R .

activities
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Statements of Cash Flows for the year ended 31 December 2019 {continued)

Accounts, notes and other information ¢ 69

Consolidated Company
2019 2018 2019 2018

Notes £'000 £000 £'000 £'000
Financing activitiea
Issue ot ordinary shares - 43 - 43
(Repaymentydrawdown of finance facility 18 {4,192) 330 - -
Princlpal repayment of lease liabllities 15 (764) - - -
Net movements on imMercompany funding - - 1,466 2,305
Interest paid 7 (131) (187) (131} (181}
Net cash flows (used in)/from financing
activitles {5,087 192 1,335 2167
Net {decrease)increase in cash and cash
equivalents (1,713) BE1 {270} 271
Gash and cash equivalents at the beginning 5,829 4,968 387 16
of the year
Gash and cash equlvalents at tha end of the 4116 5.829 17 Qg7

year

The notes on pages 70 to 101 form part of the financial staternents.
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Notes ta the Financial Statements for the year ended 31 December 2019

1 Accounting policies

Basls of preparation

Parity Group pie {tha *Company”) is a company
incarporated and domiciled in the UK

Both the parent company financial
statements and the Group financial
stalemernis have been prepared and
approved by the Directars in accordance
with Intemational Financlal Reporting
Standards as adopted by the EU (“Adopted
IFRSs"). On pubiishing the parent company
financial statements here togather with the
Group financial statements, the Company
Is taking advantage of the exemption in
Section 408 of the Coampanias Act 2006 nat
to prasert its individual income statarment
and related notes that form a past of thesa
approved financial statements.

The principal accounting policies adopted in
the preparation of the financial staterments
are sat out balow, The policies have

been consistently appiied tq all the years
prosanted uniess otherwise stated.

The Group's business activities, togather
with the factors likely to affect its future
davalopment, performanca and position

are sat out [n the Directors’ Report (Review
of business and future devalopments). Tha
financial position of the Group, its cash flows,
fiquidity position and bomowing facilittes are
dascribed in the Operational and Financial
Review on pages 18 to 21 and [n nota 21

io the financial stafemnents. Note 21 also
intiudes the Group's objectives for managing
capital.

As outlined in note 21, the Group meets its
day to day working capital requirements
through an asset-based finance facllity. The
facility contains certain financial covenants
which have been met throughout the pariod.
The current facility, which has been in place
since 2010, was renegotiated in May 2018 on
impraved tarms and is subject & a minimum
term which expires in May 2021, after which
the facility will continue subject to three
months’ notice from either party.

The financial staterments have been prepared
on a going concem basis. The Directors
have raviewed the Group’s cash fiow
farecasts for the period to 31 December
2021, taking account of reascnably possible
changes In trading performance, inciuding
potantial downsides from the impact of
Covid-19. Discussion of this risk is included
within Principal Risks and Uncertainties

on page 23. Downside sensitivities have
included reduced lavels of new business,
lower conractor axtensians and reduced

suntractor ulilisation in the avent that some
contractors are unable to wark or hava thair
contracis terminated. in these scanarios, the
Directors do not anticipate issues with the
Group's financing requirements. The Group
is currently well capitafised with its financing
tacllity providing a comiortable level of
hsadrocom. Measures have already been
taken to protect the Group from a downturn
in ravenuses and thera are further mitigating
actions which would be taken if required.
Nevertheless, the Directors acknowledge
the significant uncertaitty caused by

the Govid-19 pandemic and are closely
maonitoring the oullock for the Group. The
Directors cannot ba certain as 1o the saverity
and duraticn of these impacts and therefore
there is a material uncertainty which may
cast significant doubt on the Group’s and
parent company's going concern. Attention
is drawn ta the independent auditor's report
on page 54,

Basia of consglidation

The consolidated financial staternents
cormprisa the financial staternents of the
Gompany and its subsidiares as at 31
Decembar 2018, Subsidiaries ara antities
contralled by the Group. Control exists when
1he Group has:

+ existing rights that give it the akbility
to direct the relevard activities that
significantly affect the subsidiary’s retumns;
and

» exposure, or rights, to variable retums
from its invalvernant with the subsidiary;
and

the ability to use its power over the
subsidiary to affect the amount of the
Group's returns.

The acqulsition date is the date on which
cantrol is transierred 1o the acquirer. The
financial staterments of subsidiariss are
included in the consclidated financial
statements from tha dats that control
commences until the data that contral
ceases.

The financial staterments of the subsidiaries
are prepared for the same reporting pericd
as tha parent company, using consistem
accounting policies. All intra-group balances,
transactions, unreziised gains and losses
resufting from intra-group transactions and
dlvidends are aliminated 1n full.

in agcordance with Section 408 of the
Companies Act 2006, the Company has
nol presented its own incomae stalement ar
staterment of comprehensive income, The
profit for the year deait with in the accounts

of the Company was £14,000 (2018; loss of
£1,887,000).

Business combinations

The acquisition of subsidiaries ls accounted
for using the purchase method. The related
costs of acquisition othar than those
associated with the Issue of debt or equity
securities, are recognised in the prefit and
loss as incurred. The acquiree’s identifiable
assets and liabilities and contingent liabllities
that meet tha conditiens for racoghition
under {IFRS 3 (2008) 'Businass Gombinations’
are recognised at thair fair value at the
acquilsition date.

Accounting policies: new standards,
amendments and interpretations effective
and adopted by the Group

IFRS 16 'Leasays’

Tha Group 2dopted IFRS 18 from 1 January
2019, replacing IAS 17 'Leases’ and related
Intarpretations. This represents a change in
accaunting for lease arrangements in which
the Group acts as lessee whersby cperating
leases previously treated sotely through profit
and loss ars to be recorded in the statement
of financial position in the form of a right-
ol-use assat and a leasa fiability, subject 1o
exemptions for low-value leases. The nature of
the costs changes from operating axpenses
1o predominantly depireciation with an imerest
expanse on the lease liability. The Group has
been mainly impactad by IFRS 16 on its lsases
for office pramises,

In accordance with the transition provisions
of IFRS 16, comparative information has not
been restated, with the cumulative etfect of
initially applying the standard recognised

as an adjustrment 1o opening retained
earnings at 1 January 2019, Leasa [iabikties
previcously assessed as operating leases
have been measumed on 1 January 2019

at the prasant value of tha rematning laase
payments, discounted using the Group's
Incremertal borrowing rate at that date of
3.10%. Associated right-of-use assets have
been measured et amournts equal 1o tha lease
Rabilitias, adfusted for any prepaid or accrued
lease payments.

The Greup has applied practical expedients
parmitted by IFRS 1€ as tollows:

+ Relying on previous assessments on
whether leases are onerous as an altemativa
to perlforming an impairment raview. Thera
wWere no onerous leases at 1 January 2018

+ Exduding initial direct costs from the
measureiment of right-of-use assets at tha
date of initial application




Parity annual renort and accounts 2019

Accounts, notes and other information » 71

Application resulted in the recognition of total lease labllities of £1,057,000 and right-of-use
assets of 21,063,000, resulting in an Increase 1o retainad samings of £6,000.

The following is a raconclliation of total operating leasa commitmants at 31 Decembar
2018 (as disclosed in the financial statements to 31 Decembaer 2018) to the lease abilities

recognised at 1 danuary 2019:

£'600
Operating leases commitments disclosed at 31 December 2018 1,132
Not recognised within the scopse of IFRS 16 (37)
Effect of discourting using incremental borrowing rate (38)
Leases labllitles recognised under IFRS 16 at 1 January 2019 1,057

Accounting policies: new standards,
amendments and Intarpretations that
are not yet effective and have not been
adopted early by tha Qroup

Al the date of autherisation of these

financial statements, several new, but not

yet effective, standards, amendments to
existing standards and interpretations have
been published. None of these have been
adoplad early by the Qroup. Naw standards,
amendments and interpretations not adopted
In the currani yaar have not been disclosed
as thay are not expected to have a material
impact an the Group.

Maasurament convantion

The financial statements are prepared on
the histarical cost basls. Non-current aszats
are stated at the lowear of previous carrying
amount and fair value less costs to sell.

Revenua recognition

The Group generates revanue principally
through the provision of recruitment and
cansultancy services.

To determina whethar 1o recognise revenue,
the Group follows a five-step process:

1. Identitylng tha contract with tha customer;
2. Identifying 1ha performance \obligations;
3. Determining the transaction price;

4. Allocating the transaction price to the
performance gbligatlons; and

5. Recognising revenuve when and as
performance obligations are satisfied.

Revenue is recognised either at a peim in
time or over time, when the group satisfies
performance obligations by transfarring
promised services 10 its customers. Revenue
is measured at the transaction price, baing

the amount of consideraticn expected to
be entitled in exchange for sarvicas toa
customer. net of refund liabilitles ard value
added tax.

Revenue recognition

The Graup generatas revanue prncipally
through the provision of recruitment and
consultancy services.

To determina whather to recognise revenua,
the Group follows a five-step process:

1. ldentitying the contract with the customer,
2. ldentitying the performanca obligations;
3. Datermining tha transaction price;

4, Allocating the transaction price 10 tha
performance obligations; and

5. Recagnising revenue when and as
parformance obligations are satisfied.

Revenua is recognised either at a point in
tirme or over time, when the group satisfies
performance obligations by transferring
promised services 1o its customers. Revenue
is measured af the transaction price, being
the amaunt of consideration expacted to

be enlitied In exchange for services 1oa
customer, net of refund liabilitias and value
added tax.

Revenue for the provision of recruitment
services

The performance obligation is the provision

of tamporary or permansnt worksrs to
customers. Far temporary warkers, the
perfiormance obligations are satisfied over

time as the cusiomer receives the benefit of
the temporary worker, in ine with time worked
by the tamporary workar at pre-determined
rates, For permanent workers, the performance
obligation is measured at a point in fime, which

is at the poirt thal the parmanent worker
camrnencas empioyment, as before this ime
the Group does not creale or ephance an asset
for the customer and thera is no enforceable
right to payment unt| then. Refund liabilites
related 1o permanent worksers are calculzted
based on a probabllistic estimats using historic
ratund laveis.

The Group pressnis revenues gross of the
costs of the temporary workers where It acts
as pdncipal under IFRS 15 and net of the
costs of temporary workers where it acts

as agent. The Group acts as principal in the
large majority of s contracts, where it has the
primary responsibility for fulfilling the promise
10 supply a worker to a customar and has
control over that supply. The Group acte as
agaent whera it does not hava such control,

Revenue for tha provision of consuftancy
services

Performance obligations on cansullancy
services contracts are satisfied over time

if the service craates an asset that the
customer controls and the Group has an
enforceable right to payment. Ravenue is
measured using an input maasure, such as
days worked as a proportion of tolal days
1o be workad, towards the satisfaction of an
obligation.

In oblaining some contracts, the Group
incurs a number of incremental costs, such
as commissions paid to sales staff. As

tha amortisation period of thess costs, it
capitalised, would be lass than one year, the
Group makes use of the practical axpadient
In IFRS 15 and expenses them as Incured.

Non-recurring items

ftems which ars both material and non-
recurting are prasented as non-recurring
items within the relevant Income statement
category. The separate reporiing of non-
recurning ltems heips provide a batfer
Indication of the Group’s underlying business
performance. Events which may give rise to
the classification of items as non-recurring, if
of a material value, include gains or losses on
tha disposal of a business, restructuring ot

a business, transaction costs, litigation and
similar settlements, assst impalrments and
onerous contracts.

Financing income and expanses

Financing expenses comprise interest
payable and finance leases recognised in
protit or loss using the effective interest
mathod, unwinding of the discount on the
retirement bensfit scheme liabilities, and net
foreign axchange losgas that are recagnised
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in the incoma staternem {see Foreign
currencles accounting policy). Financing
income comprisas the axpeciad retutn ch the
retirement benefit scheme assets, interest
raceivable on funds invested, dividend
Income, and net foreign exchange gains.

Imarest income and interest payable is
recognised in profit or loss as it accrues,
using the effactive interest method. Dividend
incomna is recognised in the Income statemernt
on tha data tha entity's right 10 recelve
payrnants is establishad. Foralgn currency
gains and lbsses are reported on a net basis.

Dividends

Final dividerds proposed by tha Board ef
Directors and unpaid at the balance sheat
date are not recognised in the financial
statemeants until they have been approved

by the sharshoiders at the Annual General
Meeting. Interim dividends, which do not
require sharsholder approval, are recognised
when paid.

Taxation

Tax on the profit or loss for the year
comprises current and deferred tax. Tax
is recognised in the income statement
axcept to the extent that i relates to items
recognised directly in equity, in which
casa it Is recagnised in equity or in other
comprehansive income.

Current tax is the expected tax payable or
recelvable on the taxable income or loss
for the year, using tax rates enacted or
substantively anacted at the balance shaet
data, and any adjustment to tax payablain
respect of previous years.

Deferred tax is provided on temporary
differences between the carrying amounts
of assets and liabilities for financial reporting
purposes end tha amounts usad for
taxation purpeses. The following temporery
differences are not provided for: the initial
recognition of goodwill; the initial recognition
of assets or {iabilities that affect neither
accounting nor taxable profit other than in

a business combination, and differences
relating to investmants in subsidiaries

to the extent that they will probably not
raverss in tha foraseaabls future, The
amount of deferred tax provided Is based
an the expected manner of realisation or
ssttlement of tha carrying amount of assets
and liabilities, using tax rates snacted or
substamively enaciad at the balance sheet
date.

A defarred tax assel for deductible
termporary differances is not recognised

unless it is probable that there wili be
taxable profits in the foreseeabls future
against which the deferred tax asset can

be utllsad. A deferred tax asset for unused
1ax kesses carried forward s racognised on
1he same basis as for deductible temparary
ditferences. However, the existence of the
unused 1ax losses [s stronyg avidence that
future taxable profit may not be available.
Therefore, when an antity has a history

of racent losses, the entity recognises a
dafemed tax essat arising from unusad

1ax losses only to the extent that therais
convincing evidence that sufficient taxable
profit will be available against which the
unused tax losses can be utilised.

Foreign currenciss

Company

Transactions in foreign currencles are
racorded at the rate ruling at the date of the
transaction. Monetary assets and liabllities
danominated in foreign currencies ara
retranslated at the rate of exchange ruling at
the balance sheet date. All differences are
taken to tha income staternent.

Non-monetary assets and liabilities that

are measured [n terms of historical cost in

a forsign currency ars translatad uslng the
exchange rate at tha date of the transaction,
MNon-monetary assats and liabilities
denominated in foreign currencies that are
stated at fair value are retranslated 1o the
tunclional currency at foreign exchange
rates ruling at the dates the fair value was
determined.

Group

On consolidation, the results of overseas
operations are translated Irmo s1ering at
rates approximating to those ruling when
tha tmnsactions took place, All assets

and liabllities of overseas opearations are
translated at the rate ruling at the reporting
date. Exchange differences arising on
transiating the gpening nat assets at
opening rate 2nd the results of overseas
operations at actual rate are recognised in
other comprehensive incoma. On disposal
of a foreign operation, the cumulative
exchange differences recognised in other
comprehensive income relating to that
operatlon up to the date of disposal are
transfarrad to the consolidated income
statement as part of the profit or [oss on
disposal.

Discontinued operations

A discontinued operation is a companant
of the Group's business that represents

a separste major lina of business or
geographical area of operations ot s
subsidiary ecquired exclugively with a view to
resale, that has been disposed of, has been
abandoned ar that mests the criterla to be
classified as held for sale.

Disconiinued operations are presented in

tha Income statemeant as a single line which
comyprises the post-tax profit or loss of tie
discontinued operation and the past-tax gain
or loss recognised on the remeasurement tc
{air value less costs 1o sell or on dispesal of
tha assats or disposal groups constituting
discontinued operations.

Sagmental reporting

Operating segments are reported ina
manner cansistant with the inmtemal reporting
provided to the Chief Operating Daclslon
Makar. The Ghiet Operating Dacislion Maker
is the Group Board.

Intangible assets

Goodwill

Geoodwill represents the excess of tha cost
of acquisition of a business camhination
over the Group's share of the falr vaiua

of identifiable net assets of the business
acquired.

Atter initial recognition, goodwill is stated

at cost less any accumulated impairment
losses. Goodwlll s allocated to cash-
generating units and Is not amortised but is
tested annually for impsairment. in respect

of equity accounted investees, the carrying
amount of gacdwlll is Included In the camying
amount of tha Invastment in the investea.

Gains and lossas on disposal of a business
Include the carrying amount of goodwill
reiating to the business sold In determining
tha gain or Josa an disposal, except for
goodwill arising on busingss combinations
on or befora 31 Decembaer 1997 which has
been deducted fram shareholders’ eguity
and remains indefinitely in shareholders’
equity.

Softwara

The casrying amount of software is its
cost less any accumulated amortisation
and provision for Impairment. Software is
amorlised on a straight-line basis over its
expecied useful economic life of three to
sevan years.

Property, plant and squipmant

Property, plant and aquipment ara stated at
cost, net of depreciation and provision for
impairment.
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Dapraciation Is provided on all property,
plant and equipmant at rates calculated to
write off the cost less estimated residual
valua of each asset on a straight-line basis
over s axpacted useful aconomig life, as
follows:

Leasehold improvemnents — The lesser of the
asset life and thae ramaining length of the
laags.

Office equipment — Betwsen 3 and 5 years

The carrying valua of property, pfant and
equipment is reviewsd for impairmant if
evants or changes in circumstances (ndlcats
the carrying valua may not be recoverabla.

Impairment of non-financial agsets
{excluding deferred tax assets)

An impairmant [ess is recognised for the
amount by which the asset's carrying armount
exceads i1s recovarabis amount, the |atter
being the highar ot the falr value less costs

1o sell associated with tha cash generating
unkt {(CGLY) and #ts value In use. Valuein

use calculations are performed using cash
flow projections for the CGU to which the
goodwill relates, discounted at & pre-lax rate
which reflects the assel specific risks and the
timea value of money.

Impairment losses are recognised in profit
ar loss. Impalment losses recogrised

In respect of CGUs are allocated first to
reduce thae carrying amount of any goadwil
allocated fo the units, and 1hen to raduce the
carrylng amounts of the other assets In the
unit (group of units) on a pro rata basis.

Goodwilll s tested for impalrment at each
reparting date. The camying value of othar
intangible assets and property, plarm and
equipmant is reviawed for impairment if
gvants or changes In circumstiances indicata
the carsylng vaiua may not be recoverable.

For the purpose of impalrment lesting,
assels that cannot be tested individually are
grouped together inta the smallast group

of agsets that generates cash inflows from
confinuing use that are largely Indepandent
of the cash inflows of olher assets or
groups ol assets, being the cash generating
unit, The goodwlll acquired in a businass
combination, for the purpose of impalrmant
testing, is allocated to CGUs. Subject o

an operating segman celling test, forthe
purposes of goodwill impalrment testing,
CGUs to which goodwill has been allocated
are aggregated so that tha level at which
impairment is tested reflects the lowsst level
at which goodwill is monitored for intarnal
reporting purposes. Goodwill acyquired in a
business combination Is ailacated to groups

of CGUs that are expected to benefit from
tha synargles of the combination.

An impairment loss in respect of goodwilil

Iz not reversed. In respect of other asseats,
impairment losses racognised in prior
periods are assessed at each raporting

date for any indlcatlans that the loss

has decreased or no longer axisis, An
impatrmnent loss is reversed |f thare has
bean a changa in the estimates used 1o
determine tha recoverable amount. An
impalrment loss Is raversed only 1o the extent
that the asset's carrying amount does not
exceed the carrying amount that weuld have
been determined, net of depraciation or
amortisation, if no impalirment loss had bean
recegnised.

Financlal Instrumants

Financial assets and liabilities are
recognised when the Group becomes a
party 1o the eontractual provisions of the
financial instrurnent. Financial assets are
derecognised whan the contractual rights to
the cash flows expire or when substantially
all the risks and rewards are transferred. A
financial liability is derecognised when it

Is extingulshed, discharged, cancellad or
expires.

Except for trade recealvables that do not
contain a significant financing component
and are measured at tha transaction price in
accordance with IFRS 15, all financial assets
are initially measured at falr valus adjusted
for transaction costs. Financial assets,

other than those designated and effective
as hedging instrumenits, are classified as
mither amortised cost, fair value through
profit or loss (FVTPL) or fair value through
other comprehensive income (FYOGY. In
ihe periods prasentad, the Group has no
financial assets categorised as FYTPL or
FVOCGI.

The Group’s financial assets include cash
and cash equivaients and trade and other
receivables, After initial recognition, these
are measured ai amorised cost using the
effective interest method. Allincome and
expenses relating to financial assets that are
recognised in profit or loss are presented
within finance costs, except for Impairment
of trada recelvables which is presanied
within operating expenses. Unless otherwise
indicated, tha carrying amounis of the
Group’s financial assets are a reascnable
approximation of their falr values.

ImpainTient pravisiens are recognised
using the expected credit loss model.
Measurement of expected credit losses

is determined by a probability-welghted
estimata of eredii losses over tha expacied
life of the financial instrument. The Group
makas use of a simplitied approach for

rade and other receivables and contract
assets and records impairment as a lifetima
expected credit loss, being the expected
shortfalls in contractual cash flows,
considering the potential for delault, Tha
Group usas its historical experiencs, external
indicators and forward-looking informatlon to
calculate the expacted credil losses,

Cash and cash equivalents in the statement
of financial position comprise cash at

bank and in hand, short tarm deposits

and other short tarm liquld investments.

In the staternent of cash flows, cash and
cash equivalents comprisa cash and cash
equivalants, net of bank overdrafts.

The Group's financial liabilitles include bank
borrowings, finance lsases and trade and
othar payables. Financial liabllitles are Inftlally
measured at fair value and subsaquently
messurad at amortisad cast using the
effective interest mmethod. All interest related
charges that are reported in profit and koss
are prasented within net finance expenses.
In the pariods presented, the Group has no
financial liabilities categorised as FVTPL.
Unless otherwise indicated, the carrying
amounts of the Group's financial liabilities
are a reasonable approximation of thelr fair
values.

Amounts recoverable on contracts and
accrusd income

Amounts recoverable an contracts which
are expected ta benefit performance and
ha recoverable over the life of the contracts
are recoghlssd in the statement of financial
position within trade and other receivables
and charged to the incomae statement cver
tha life of the contract so as to mateh costs
with revenuas.

Amounts recoverabla on corntracts ara stated
at the net sales value of work done [ess
amounts recelved as progress paymerts

on account. Where progress payments
exceed the sales vaiue of work dons, they
afa included in payables as payments in
advance.

Accrued incoma primarily arisas whare
temporary workers have provided their
services but approved imesheets are
outstanding. As such, the amount incurred
and margin earned tharscn has yet to be
invaiced onto the client. In making an accruat
for time worked by contraciors at the balance
sheet date, management make an estimate
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of the time worked basad on knowladge
of the contracts in place, the number of
working days outstanding and experience
adjusimaents tram prior periods.

Leased assets

As dascribed above, the Group has applled
iFRS 16 using the modified retrospective
approach and tharslore comparative
Information has not been rastated. This
maans comparative information is still
reported undar IAS 17.

Accounting policy applicable from 1
January 2019

For any naw contracts enterad intoc on or
after 1 January 2019, the Greup considers
whether a contract {s, or contains, & jeasa. A
lease is a contract that canvays the right to
uss an asset for a period of time in exchange
for consideration. The Group leases variaus
office premises and sorme IT equipment. Ail
lease payments under the Group's laases am
fixed rather than varable.

At the commencement of the lease, the
Group recognises a right-of-use asset and

a leasa lfability. The right-of-use assetis
measured at ¢ost, comprising the initial
measuremant of the Ieasa liability, any

initial diract cosis incurred, an sstimate

of any restoration costs and any iease
payments made in advance of the leace
commencement date, net of any Incentives
receivad. The ease liability is measured

at the prasent valua of the minimum lease
paymants discountad using the rate implicit
in the lease, or if that carnat be determined,
which is generally the case tor the leases

In the Group, the Group's incremental
borrowing rate is used. Lease payments to
be made under lease extensions are Included
when the optlon to sxtand is reasonably
certaln to ba taken up. Subsequent to initial
measurement, the Fability will be reduced for
payments mada and increased for interest. It
is remeasured to reflect any reassessment or
modification.

Expectad lives of right-ol-use assets are
determined by referenca to the lease term
and depreciatad over the leasetermon a
stralght-line basis.

Accounting policy applicable before 1
January 2019

Rentals paid under operating leases ara
charged tc income on a straight-line basis
over tha tarm of the lease. Lease Incentives
raceived are recognised in the incoma
statement as an integral pant of the 1otal
lgase expensa.

Provisions

A provision s recognised when the Group
has a prasent legal or constructive abligation
as a result of a past eavent, that can be
reliably measured and it Is prokable that

an outflow of econoiic benefits will be
required to sattle the cbllgation. Provisions
are determined by discounting the sxpected
future cash flows at a pre-tax rate that
reflacts risks specific to the lability.

From time 1o time the Group faces the
potentlal of legal action in respect of
employmant or ather cantracts. In such
situations, whera it |s probable that a
payment will ba required to settle the action,
provigion s mada for tha Group's best
eslimate of the ouicome.

Where leasehald praperties ara surplus to
requirsmerts, provisions ara mada for tha
best astimates of the unavoldable net future
costs.

Provisions for dilapidation charges that
wili crystallise at the and of the petiod of
occupancy are provided for in full on non-
serviced propertles.

Pansions

The Group operates a small number of
retirement benefit schemes. With the
exception of the *Parity Retirement Benefit
Plan’, all of the schemes ara definad
contribution plans and the assets are held

in separate, Independantly administered
funds. The Group’s contributions to defined
contribution plans ara charged o the income
statement in the peried 1o which the services
are rendered by the employees, and the
Group has no further obligation to pay further
amounts,

‘The ‘Parity Retirement Benefit Plan' isa
defined benefit pension fund with asssts

held separately from the Group. This fund
has been closed 1o new mambers sinca 1985
and with effect from 1 January 2005 was also
clossd to futura servica accrual,

A defined benefit plan is a post-employment
benefit plan othar than a defined contribution
plan. The Group's net cbiigation in respect of
defined benefit pension plans is calculated
by estimating the amount of future benefit
that employees have earnad in return for
their service in tha current and prior periods;
that benefit is discounted to determine its
prasent valug, and the fair value of any plan
assats al bid price, and any urrecognisad
past service costs ars deducied. The Hability
discount rate is the yield at the balance sheet
date on AA credit raied bonds denominated
in the currency of, and having maturily dates

appreximating 1o, the terms of the Group's
abligations. The calculation is performed by
a qualified actuary using the projected unit
cradit method. When the calculation results
in a benefit to the Group, the recognised
assat is imited to the presert value of
benefits available in the form of any future
rafunds from the plan, reductions in future
contributions 10 the plan cr on settleamant of
the plan and takes Into account the adverse
effect of any minimum funding requiremertts.

Share capital

Financial instruments issued by the Group
ara treated as aquity only 1o the extent that
they meet the following itwo conditions:

{a) they include no corntractual obligations
upan the compary [or Group as the
case may be) o deliver cash ar other
financial assets or to exchange financtal
assets or financial liabilities with
another party under conditions that are
potantially unfavourable 1o the company
{or Group); and

[b) whera tha Instrument will or may ba
settled in tha company's own equity
instruments, it is eithar a non-derivative
that includes no cbligation to dellvar a
variable number of the company’s own
equity instruments or is a derivative
that will ba settled by the company’s
exchanging a fixed amount of cash or
other financial assets for a fixed number
of Hs own aquity instruments.

To the extent that this definition is not met,
the proceeds of issue are classified as a
financial llabllity. Where the instrument

so classlfied takes the legal form of the
company's own shares, the amounts
presented in thase financial staternents for
called up share capital and share pramlum
account exclude amounts in relation 1o thosa
shares.

For the purposes of the disclosures given in
note 21, the Group considers its capital to
comprise fts cash and cash equivalents, its
asset-based bank barrowings, and its aguity
attributable to equity halders, Gomprising
issued capital, reserves and retained
eamings, as disclosed In the statememn of
changes in equity.

Financial guarantes contracts

Where Group companies enter into financiai
guarantea contracis and guarantee the
indebtedness of other companies within the
Group, tha company considers these to be
insurance arrangements and accounts for
thawm as such. In this raspect, the company
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doss not recognise llabilities under the
contracts until it becomes probable that any
Group company will be requirad to make a
payment under the guarantes,

Share-hased payment transactions

Share-based payment amangaments in
which the Group and Company recelves
gaods or servicas as consideration for s
own equity instruments are accounted for
as equlity-settied share-based payment
transactions, regardiass of how the equity
Instruments are abtained by the Group and
Company. :

The grant date fair value of share-based
payment awards graned to employees is
recognised as an employes expense, with

a comresponding increase In aguity, aver

the paried that the employees become
unconditionally entitied to the awards., The
fair value of tha options granted ls measured
using an option valuation modal, taking into
account the terme and conditions upon
which the optians werse gramed, The amount
recognised as an expense Is adjusted 1o
reflect the actual number of awards for which
tha relatad servica and non-market vesting
conditions are expacied 1o be met, such
that the amount ultimately recognised as an
axpensa is based on the nurnber of awards
that do meet the related service and non-
market performance conditions at the vesting
date. For shara-based payment awards

with non-vesting conditions, the grant date
fair value of the share-based payment is
measured to reflect such conditions and
there is no true-up for ditfersnces between
expected and actual ouicomes,

Where the terms and conditlons of

options are modified before they vest, the
increase in the fair valus of the options,
measured iImmediately belore and after the
modification, is also charged to the incorne
statement over the remaining vesting period.

Significant management judgements
in applying accounting policies and
estimation uncertainty

When preparing the financial statements,
management makea a numbar of judgements,
estimatss and assumptions about the
recognition and measurament of assets,
liabilitfes, income and expenses. Tha
following are the judgemeants made by
management in applying the accounting
policies of the Group and the estimates

that have the most significant efect on the
financial statements.

Significant management judgements

Recognition of deferred tax assot

No deferred tax asset has been recognised for
unused tax losses canied forward within Parity
Consullancy Services Limitad as management
believes that their recovery is too uncertain. As
discussed in note 16, management's review
concluded that given the company's history of
relatively recent tax losses and the requirement
to provide convincing evidence that sufficlent
taxable profit will ba available, a deferred tax
asset would not be recognisad for tax losses
carred forward. If it had been determined

that utilisation of the losses was more certain _
then full or partial recegnition of a defarrsd tax
asset would have taken place, in the range of
£0-£0.7m. C : '

Revenue recognition

The main area of judgement In revenus
recognition relate to the deterrnination of
whather tha Group acts as princlpal or agent In
fts contractual arrangements for the provision
of temporary workers 1o customers. The
iacigrs considered by management to result in
recognition of revenue as principal Include that
the Group:
+ has a direct relationship with the worker and
is rasponslble for paying the worker;

+ has the primary responsibility for organising
the service engagements and fulfilfing the
pramise 10 supply a worker to a custemer;
and

» the Group has control over the supply of the
worker.

Estimation uncertainty

Retirement benefit iabllity

The costs, assets and liabiities of the defined
benefit scherme operated by the Group

ara determined using methods relying on
actuarlal estimates and assumptions. Details
of the key assumplions and sensitivities on
those assumptions are set out in note 23,

The Group takes advice from iIndependent
actuaries relating to the appropriatenass of
the assumptions. Changes in tha assumptions
used may have a material effect on the income
staternant and the staterment of financial
position within the next year.

Investments in subsidiaries

The Company raviaws tts investmernt in
subsldiaries 10 test for Impairment. The
racoverable amounts are determined using
discounted future cash flows of the relevant
subsidizries. In parformning these tests,
assumptions are mada in respect of fulure
graowth rates and the discount rate tobe
appiied to the futwe cash flows, as set outin

nota 28, Changes in tha assumptions used
may have a material effect on the income
staternant and statement of financial position
within the next year.

Goodwil] impairment

The Group is required to test annually whethar
goodwill Isimpalred. Details of the key
assumptions are set out in note 12, Although
managamert have assessed that changes

In ey assumptions are unikely to cause a
material effect inthe carmying value of goodwil
within the nex? yaar given tha level of headmam
at the balance sheet date, estimates of future
cash flows and discount rates could change in
the longer term such that an Impairment arises.

Alternative performance measures

The Group uses the altemative performance
measure of adjusted profit before tax to report
lts results. This is defined as profit before tax
and nen-recurting tems and reconciles 1o tha
lose for the year as ollows:

2019 2018

£000 £000
Adijusted profit
before tax 115 853
Non-recurring items (1,172} (495
Tax {charge)/cradit (28) 63
{Loss)/profit for the
year from continuing
operations {1,082) 421

2 Segmental Information

Factors that management used to identify
the Group's reporting segments

In aceordance with IFRS 8 'Operating
Sagments' tha Group's management structura,
and the reporting of financial information to the
Chilef Operating Decision Maker (the Group
Board), have been used as the basis to define
raporting segments.

Description of the types of servicas from
which each reportable segment derives its
revenues

During the periad, the Group initiated a
strategic recrganisation such that reparting

of financial information o the Chief Operating
Decision Maker {the Group Board) by operating
segmants changed. In 2019 the Group derived
revenue from two operating segments, baing
Recrultmeni {previously Parity Professicnals)
and Consultancy {previously Parity
Consultancy Services), These senvce lines ars
supporied by a single sales, marksting and
back offlce function. Accordingly, Intemal
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overheads are not allocated to sarvice linas. In
accordance with IFRS 8 'Operating Segmants’,
segmantal informations from pricr periods has
been rastatad.

The Group's operating segments are defined
as follows:

+ Recruitment - targeted recruitment of
temporary and parmanant professionals
to support [T and businass changa
programmas. Recrutrment provides 91%
(2018: 909%) of the continuing Group's
revenues.

+ Consuttancy — business and IT consultancy
services Jocusing on the provision of
data solutions and delivery of IT projacts.

continuing Group's revenuas.

The irtemal financial information prepared for
the Group Board includes extarnal contribution
at a segmantal level, and the Group Board
allocates resources on the basis of this
information.

Segment axternal contribution, defined as
gross revenua less contractor and sub-
contracted direct costs, profit before tax, and
asssts and llabliities are nfemally reporied at a
Group leval.

Sslling and administrative expenses includa
sales and delivery costs pius central costs and
salaries of Directors and support staff. These
ara not allocated 1o reporiing segments tor

Measurament of operating segment
contribution

Tha acecunting policles of the operating
segments are the same as those described in
the surmmary of significant accounting policies.
The Group avaluates parformance on ihe basis
of results before tax and non-recurring ltems,
such ag resttucturing caste.

Inter-segmant sales are priced on the same
basis as sales 1o external customers, with
adlscount apgplied 1o encourage the use of
Group resources at a rate acceptable to the tax
authorities. Inter-segment revenus in the year

is a result of Recruitment selfing IT recruitment
servicas to Considtancy. These amounts are

Gonsuliancy provides 9% (2018; 109%) of the  intamal reporting (rerpases. eiiminated in the segmental reporting below.
Recruitment 2019 Consultancy 2019 Total 2019
£'000 £'000 £'000
Gross revenue from exteamal customars 73,548 6,861 80,408
Contractor cosis (66,793) - (66,793)
Not revenue 6,755 6,861 13,616
Sub-contracled direct costs - (5,514) (5,514
External contribution 6,755 1,347 8,102
Selling and administrative expanses (6,687)
Depreciation and amartisation (806)
Share-based payment {162)
Operating profit before non-recurring tems 447
Finance costs (332)
Adjusted profit before tax 115
Non-recurring itams 1,172
Luss before tax (1,057}
Recruitment 2018 Consultancy 2018 Total 2018
{Restated) (Restatad) (Restated)
Cuntinuing operations 2'000 £'000 £'000
Gross revenue ftom external customers 77618 8,498 86,112
Contractor costs {69,935) - (69,935)
Net revanue 7681 8,486 16,127
Sub-contracted direct costs - 6,500} (6,500)
Extarnal contribution 7.681 1,896 9.677
Selling and administrative expansas (8,136)
Dapraciation and amariisation (194
Share-based payment (129)
Opeorating profit before non-recurring tems 1,218
Finance costs (365}
Adjusted profit before tax 853
Nan-recurring tems 495)
Profit before tax 358

All segrment assets and liabilties are based in the UK.
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3 Revenue

All of the Group's revenue derives from contracts with customars, Trade receivables, amounts recoverabis on contracts and accrued Income
as presented in note 17 arise from contracts with customers. Changes to the Group's contract assets are attributable solely 1o the satisfaction

of performanca obligations,

The Group's revenus from external cusiomers disaggregated by pattemn of ravenue recognition Is as follows:

Recruitment Consuitancy Recrultment Consultancy

2018 2019 2018 2018

Continulng operations 2’000 £'000 E'000 £'000

Services transferred over time 73,162 6,861 76,878 8,486

Services trapsferred at a point fn ime 386 - 638 -

Revenue from external customers 73,548 6,861 77616 8,496
The Group's revenue from extemnal cusiomers disaggregated by primary geographical market is as follows:

Recruitrment Consultancy Recruitmant Consultancy

2018 2019 2018 2018

Continulng oparations £000 £'000 £'000 £'000

UK 71,143 6,861 76,033 8,498

Rest of EU 2,405 - 1,583 -

Ravenua from external customars 73,548 6,861 77816 8.498

72% (2018: v2%0) or £58.2m (2018: £56.0m) of Recrultment revenue from external customers was genserated in the public sector. 80% (2018: 83%)

or £6.6m (2018: £7.0m) of Consultancy revenue was generated In the public sectar.

Thae largest single customar In Recrultmant contributed revenue of 19% or £14.6m and was In tha pubilc saector (2018: 14% or £11.7m and in
the public sactor). The largest single customer in Gonsultancy contributed revenue of 70% or £4.8m and was In the public sector (2018: 84% or

£5.4m and in the public sector),
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4 Operating expensas

Consgolidated
2018 2018
Continuing operations £'000 £'000
Employee benefit costs
- wages and salarias 5,008 5478
- sucial sacurity costs 576 623
- othar penelon costs 159 174
5,743 6,275
Depreciation, amoartisation and Impalrment
Amartisation of intangible assets - softwara 52 155
Depreciation of leased property, plant and aquipment 7 1"
Depreciation of owned property, plant and squipment 48 28
Depraciation of right-of-uss assets 688 -
Impairment of right-af-use assats 142 -
948 194
All other operating expenses
Caontractor costs 72,031 76,067
Sub-contracted direct costs 271 363
Operating lease rentals — plant and machinery 8
—land and bulidings - 661
Other occupaney costs 170 156
IT cosis n7 324
Nat exchanga loss/(gain) 13 (6)
Equity settied shara-based payment charge 162 129
Gther operating costs 1,478 1.216
74,443 78,920
Total oparating expanses 81,134 65,389
Disclosures relating tg the remunaration of Directors are sat out on page 39.
Duting the year the Group obtained the following services from the Graup's auditors:
Grant Thornton UK LLP
2019 2018
Consclidated £000 £'a0g
Audit of the Group, Company and subsidiary financlal statements 65 €5
Tax compliance 16 14
Other aarvices 16 14
Total fees 81 79

All other services have been performed in the UK
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5 Non-recurring items

2019 2018
Continuing operations £'000 2'000
Restructuring
- Costs related 10 employees 2940 a8
- Gosts related to premises 230 -
- Other costs 68 122
Legal costs - a5
Past saervice cost for defined benefit pension schemea - 20
Receipt from previously impalred raceivable (66) -

1,172 /95

Nen-recurring items during 2018 Included:

+ Gosts refated 1o the restructuring of the Group, followling its new strategic direction under a new CEO and in reaction to the loss of a

significant cortract within the tightening recruitment market. Costs include employes termination payments and fees fer profeasional

sarvices

+ Impairment of right-of-use assets and provisions tor other properly costs following the decision to vacate two office premises ahead of their
plannad lease end dates in order to secure office space at premises more appropriate for the restructured business

+ Receipt of 4 cash amount in respect of a previousty impalred recsivable, related to the Inition business that was sofd in 2013

Nen-recuning items during 2018 included:

» Costs related to restructuring of Parity Consultancy Services to align to the Group’s strategy of focusing on the dala consultancy market.

Costs includa employas tarmination payments, fees for professional services and costs of changss in management structure

+ Legal costs for professional services fees in respect of one-oft cases with no significant further related costs anticipated
+ Past service cost for the Group’s defined benefit pension scheme in respect of GMP equalisation as discussed in note 23

The restructurings that took place in 2018 and 2019 are distinct evants. in 2018, restructuring focused solely on the realignment of Parity
Consultancy Services, howaver the restructuring in 2019 was a separale and more significant Group-wide exercise, based on following the
Group's new strategic direction and the right-sizing of the business required following the loss of a significant coniract.

6 Average staff numbers

2019 2018
Number Number
Continuing oparations

Recruitment - United Kingdom' 60 26
Gonsultancy - United Kingdom, including corpaerate office? 16 23
76 108

Discontinued operations
Consuttancy® - 15

1 Includes 18 (2018: 20) emplaoyees providing shared servicas across tha Group
2 Includes 4 (2018; 4) employees of the Company
32018 average for 4 months

At 31 Decamber 2019, the Group had 57 continuing employess 2018; 101).
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T Finance costs

2019 2018
£'000 F'0co

Finance costs
Irterest expense on financial liabllities 131 181
Interest expense on lease liabllifles 24 -
Net finance costs in raspect of post-retirement benefits 177 184
T 332 3885

The interest expenss on financial liabilities represents interest paid on the Group's asset-based financing facilities. A 1% increase In the base
rate would have increased annual borrowing costs by approximately £26,000 {2018 £37,000).

8 Discontinued operationsa

In April 2018 the Group scid Inition Limited following the strategic decision made to place greater focus on tha Group’s cora business. As such,
inition Limited's operating raeult for the comparative year, including the loss on disposal and the impairment of goodwill associatad with the
Inition cash generating unit, is presented as discontinued.

9 Share-based payments
The Group cperates saveral shara-based reward schemes for employeaes:

« HMRC approved schemes for Executive Directors and senior staff;
+ an unapproved scherne for Executive Directars and semor staft; and
« a Save As You Earn Scheme for all ernployeses.

Under the approved and unapproved schemes, options vest if the share price averages a target price for 5 consecutive days over a three-year
period from the date of grant, Options lapsa if tha individual leaves the Group, except under cartain circumstances such as leaving by reason
of redundancy, whan the optlons lapse 12 marths after the jeavirig date.

Save As You Eam options japsa if not exercised within six monthe after the vesting date. Thay are also subject to continued employment within
1he Group.

All employes opticns have a maximum term o ten years from the date of grant. The total share-basad remuneralion recognised in the income
stathment was £162,000 {20618: £129,000). Share-based remuneratlon refating 1o key managemant personnel is discicsed in note 26.

2019 2018

Weighted Waighted
average exercise 2019 average exercisa 2018
price (p) Number prica {p) Number
Outstanding at beginning of the year 11 9,619,440 T 4,855,000
Granted dusing the year & 3,750,000 12 6,371,240
Exarcisad during the yaar - - a (500,000)
Lapsed during the year 11 (2,212,400 17 (866,800}
Oulstanding at the and ot the year 10 11,157,040 ih| 8,619,440

The exercisa price of options outstanding at the end of tha year and their weighted average contractual life fall within the following ranges:

2018 2018
2019 Weighted average 2019 2018 Waighted avarage 2018
Exercise price {p) contractual life (years} Number Exercise prica [p) contractual life {years) Number
7-11 8 7,292,040 711 7 5,234,440
11-17 ] 3,600,000 17 g 4,100,000
17-28 3 265,000 17-28 4 285,000

11,157,040 9,619,440
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9 Share-based payments [continued)

Of the total number of options outstanding at the and of the year 3,190,000 (2018: 1,085,000} had vested and were exercisable at the end of the
year. The welghted average exercise price of those options was 10 pance (2098: 13 pencs).

No oplions wers exercised during the year (2018 500,000 at an average axarcise prica ¢f 9 pence).
3,750,000 options ware granied during the yaar (2018: 6,371,240} at a walghted averaga fair value of 3 pence {2018; 6 pencea).

The following Intormetion is relevant in determining the falr valua of options granted during the year under equity—settied share-basad
ramuneration schemas operaied by tha Group. Thers are no cash-settied schemes.

2019 2018 2018
Option valuation mode! Stechastic Stochastic  Black-Scholes
Weightad averaga share price at grant date [p) 8 13 14
Walghied average exercise price (p) 8 13 10
Weighted averags contractual Iifa (years) 10 10 10
Weighted average expscied |ife (years} 5 & 3
Expected volatility 47.1-50.2% 47.0-51,7% 47.5%
Weighted average risk-free rate 0.77% 1.18% 0.93%
Expected dividend growth rate 0% 0% 0%

The volatilty assumption is calculated as the historic volatility of the share price over a 3 and & year period prtar to grant date.

Share options Issued to defined benefit pension scheme

in December 2010 tha Group issued 1,000,000 share options in Farity Group pic to the peansion scheme at an axarcise price of 9 peance per
share. These options may be exercised at the discretion of the Trustaes; they vested on grant and have no expiry data. Any gain on exercise is
to be used to reduce tha scheme deficit, These options were valued using the stochastic method. The share price on the grant date was 15.75
pence. Whilst the options do not have an axpiry date, for valuation purposes it is assumed that the expected life of the options Is 8 years. The
axpacted volatliity is 64.2% and the average risk-free rate assumed was 3.4%.

10 Taxation
2019 2018

£000 £'000
Current tax
Current tax on profit for the year - -
Total current tax expense - -
Defarred tax
Acceierated capital allowances (12 15
Origination and raversal of other temporary differences (20) 2
Adjusiments in respsct of prior periods 57 {150)
Total deferred tax charga/{credit) 25 (63)
Tax charge/{cradit) on continuing operations 25 {63}

Ths tax credit on cominuing operations In 2018 excludes the 1ax credit from discontinued cperations of £173,000, comprising a current tax
credit of £173,000 and = deferred iax expense of £nil. This has been Included in loss from discontinued operations atter tax.

The ad[ustment in respect of priar periods ol £57,000 (207 8: credit of £150,000) largeiy relates 1o decislons to claim ar disclaim capital
allowances.

Thera is no current tax payable by the Group for 2018 {2018: £nil).
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10 Taxation (continued)

The Group’s profits for this accounting period are subject to tax at a rate of 19% (2018: 19%). A reduction to 17% effective T April 2020 was
substantively enacted on 15 September 2016, As such, the tax rate of 17% (2018 17%) has besn appiied in calculating the UK deferred tax

poaition of the Graup.

The reasons for the difference batween the actual tax credit for the year and the standard rate of corporation tax in the UK applied to protit for

the year are as follows:
2me 2018
£'000 £'000
(Loss)yprofit before tax from continuing operatians 1,057) 358
Expected tax (credit)/charge based on the standard rate of UK
corporation tax of 195 (2018: 19%) {201) &8
Expenses not allowable for tax purposes 69 29
Adjustments in respect of prior periods &7 (150)
Tax lossas not recognised L] -
Cther ] (10)
Tax charge/(credit) on continuing operations 25 €3}
Tax on sach component of olher comprehensive income s as follows;
2013 2018
After Belors Adter
Befora tax Tax tax tax Tax tax
£000 £'000 £'000 000 e'gao €000
Exchange differences on translation of foreign operations - - - @) - 3
Remeasurement of defined benefit pension scheme 931 (158) 773 {1,008) 17 B34)
931 (158) 773 [,008) 171 (8an




Parity annual report and accounts 2018

Accounts, notes and other Information 4+ B3

11 Earnings per ordinary share

Basic aarnings per share is calculated by dividing tha basic eamings for the year by the weighted average number of fully paid ordinary shares

In issue during the year.

Diluted earnings per share Is calculated on the same basis as the basic earnings per share with a further ad[ustment fa the weighted average

number of fully paid ordinary shares to reffect the eftect of all dilutive potential ordinary shares.

Weighted Weighted
average average Earnings/
number of Loss Eamnings/  number of {loss)
Loss shares per share (toss) shares par share
2019 2018 2019 2018 2018 2018
£'000 ‘000 Pence £°000 '0ao FPencs
Continuing operations
Baslc {1,082) 102,624 {1.05) 421 102,464 0.4%
Effect of dilutive options - - - - 1,126 -
Diluted (1,082) 102,624 (1.05) 421 103,590 a4
Discontinued operations
Basic - - - @81) 102,464 Q.37
Effect of dilutive oplions - - - - - -
Clluted - - - {381) 102,464 (0.30)
Continuing and discontinued operations
Basic {1,082) 102,624 (1.05) 40 102,464 0.04
Effect of diiutive options - - - - 1,126 -
Diluted {1,082 102,624 {1.05) 40 103,590 0.04

Aa at 31 December 2018 the number of ordinary shares in [ssue was 102,624,020 (2018: 102,624,020).

12 Goodwill
The carrying amount of goodwill is allocated to the Group's two separate continuing cash generating units (CGUs), being Recruitment and
Consulltancy,
Carrying amounts ara as follows:

Recruitment Consultancy Total

£'000 £'000 £'000

Garrying value
Balance at 1 January 2018 and 31 December 2018 2,642 1,962 4,594
Balance at 1 January 2018 and 31 Dacembar 2019 2,642 1,952 4,594

Goodwilt was tested for impairment in accordence with |1AS 36 at the year end and no impairment charge was recagnised. lmpairment

calculations include the effect of changes following the application of IFRS 16.

The recoverable amounts of the CGUs are based on vatue in use caiculations using the pre-tax cash fiows based on budgets approved by
management for 2020. Years from 2021 to 2023 are based on the budget for 2020 projected forward at expected growth rates, Years from
2024 onward assuma no further growth. This approach is considered prudent based on currant expectations of the 2020 long-term growth

rate.
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12 Goodwill (continued)
Major assumptions are as fol ows:

Recruitmant % Consultancy %

2019
Discount rate 13.0 12.5
Forecast revenye growth (years 1 to 4) 2.0 10.0
Operating margin 2020 24 8.5
Operating margin 2021 onward 2.5-2.8 8.9-9.9

2018
Discount rate 13.0 11.5
Forecast revenus growth (years 110 4) 20 10.0
Operating maygin 2019 19 6.1
Operating Margin 2020 onward 20-23 7.8-10.5

Discount rates are basad on the Group's
weighted average cost of capital adjusied for
the specific risks of sach cash generating unit.

Forecast ravenus growth is expressed as tha
compound growth rata over the next 4 years
from 2020 o 2023. Growth for the Recruitment
CGU is based upon the long-term growth

rate for the UK economy. Growth forthe
Gonsultancy CGU is assumed to be higher
than the long-term growth rale due to the
following factars:

13 Other intangible assets

The CGU is the focal point of the Group's
strategy and growth plans;

The GG is relativety small so higher rates of
growth are achigvable from a smaller base;

Tha business has investad in new senlor
hires and new marketing and branding to
focus on constétancy apportunities; and

New cligrt wins in 2019 and contract
extensions help to underwxite the growth
forecasts.

For ali GGls the rates are based on past
aexparienca of growth in revanues and future
expectations of economic conditions.
Operating margins are based on past
expearencs,

A 10% change in any of the underlying
assumptions used in the discounted cash flow
forecasts woulkd not lead to the canrying value
of goodwill being in excess of their recoverable
amounts.

Software Intellectual property Total
2019 2018 2019 2018 2018 2018

£'000 £'00a £'000 £'000 000 £'000
Consclidated
Cost
At 1 January 440 1,088 109 109 549 1197
Additlons - 14 - - - 14
Disposals (32} (662) (109} - (141 1662)
At 31 December 408 440 - 109 408 549
Accumulated amartisation
At 1 January 354 861 108 109 483 970
Charge for the year 52 155 - - 52 188
Disposals {30} (662) {109} - (138) [662)
At 31 December 376 354 - 108 376 463
Nst book amaunt 32 86 - - 32 88

Tha Company does not hoid any intangible assets.

Neithar the Group nor the Gompany had any additional capital commitments for the purchase of intangible assets as at tha balance sheet date,
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14 Property, plant and equipment

Leasehold Office

improvements equipment Total
Consolidated £'000 £'000 £'000
Cost
Balance at 1 January 2018 18 1141 1,157
Addgitions - 3a 30
Disposals (14} (959} 873)
Bafance al 31 December 2018 and 1 January 2019 2 212 214
Additions - 44 a4
Disposals {2) (52) {54)
Balance at 31 Decembar 2018 - 204 204
Accumulated depreciation
Halance at 1 January 2018 16 1,063 1,079
Deprecization charge for the year - a8 38
Disposals (14) @59) ©73)
Balance at 31 Decamber 20*8 and 1 January 2019 2 143 145
Depreciation charga for the year - 56 56
Disposais (2} {38} (40}
E;Iance at 31 Decembar 2019 - 161 181
Net book value
Al 1 January 2018 - 78 78
Al 31 December 2018 and 1 January 2019 - €9 68
At 31 December 2018 - 43 43

Leasehold Office

improvements equipment Total
Company £'000 £000 £'000
GCost
Balance at 1 January 2018 1 3 4
Balance at 31 Dacember 2078 and 1 January 2019 1 3 4
Disposals (1) @3} [ 53]
Balance at 31 Decembaer 2019 - - -
Accumulatad depreciation
Balance at 1 January 2018 1 3 4
Balance at 31 December 2018 and 1 Januaty 2019 1 3 4
Dispesals (1 3) )

Balance at 31 December 2019

Net book value
At 1 fanuary 2018
Al 31 Dacamber 2018 and 1 January 2019

At 31 Decembar 2018

As at 31 Decembar 2018, neither the Group nor the Company had any capital cernmitments contracted for but not provided for the purchase

of tangible assets (2018; £nlf).
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15 Leasas

The Group has leases for its main office premises and some IT equipment. Each lease is reflected on the balance sheet as a right-of-use asset
and a lease fiability, The staternent of financial position inciudes the following amounts in reiation to isases where the Group is a jesses:

31 December 1 January
2019 2019*
£'000 £'000

Right-of-use assots
Buildings 302 1082
T equipment 3 1
395 1,063

Leasae (iabilities

Currem 825 677
Non-current 173 ki)
498 1.057

* On adoption of FRS 16

In the previous year, the Group only recognised lease assets and llabllites in relation to leases that were classiied as finance leases under 1AS
17. The assels were prasented in property, piant and equipment and the flabliitles were presented In loans and borrowings. For adjustments
recognised on adogtion of IFRS 16 on 1 January 2Q19, refer to paga 70.

Additions to right-of-use assets during the year were £172,000. The total cash gutflow tor lease liabiiities during the year was £764,000.
Amounts recognised in profit or koss in respect of the above leases are as follows:

2019 2018
£'000 £'000

Depreciation charge on right-of-use assets
— Bulldings 680 -
~ T aquipmant 8 -

Impairment charge on right-of-use-assets

- Buildings 14z .
Total depreciation and Impalrment charge on right-of-use assets 840 -
Interest expenss included in finance costs 24 -
Futura minimum lease payments at 31 December 2018 were as follows: Minimum Present
payments Interest value
2019 2019 2019
£'000 £'000 £'000
Less than one year 333 (8) 325
Eetween one and two years 90 @) 86
Betwsan two and three years 58 {2} 57
Between three and four years 30 N 3
512 (14 498

At 31 December 2018, the Group was commitied to £606,000 of future lsasa payments in respect of leases not yet commenced,
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16 Delerred taxation

Consolideted
2019 208
£'000 £'000
At 1 January 1,153 918
Recognised in other comprehensiva income
Remeasurement of defined benefit pension scherme (158) 17
Recognised in the Income statement
Adjustments In relatior to pricr periods {57} 150
Capital allowances in axcass of depreciation 12 1]
Other shori-term timing differences 20 (72)
At 31 December 970 1,163
Tha deferred tax asset ol £870,000 (2018: £1,153,000) comprises:
Consolidated
2010 218
£000 &'006
Deprediation in axcess of capial allowances 775 B20
Other short-term timing differences 43 3
Retirernant benefit liability 52 330
970 1,183

A deferred tax asset for deductibla
temporary differences Is not recognised
unless i Is mora likaly than not that thera will
‘be taxable profits in the foreseeable future
against which the delerred fax assel can
be utilised. Atthe balance shest data, tha
Directars assessed the probability of futurs
taxable profits being available against which
Parity Gansultancy Services Limited could
recognise a dafarrad tax asset for previously
unrecognised deductible temparary
differences. The review conciuded that it
is probable that future takable profits will
be available. As such, the Direciors have
recognisad a daeferred tax asset for all
daductible temporary differences available to
Parity Consultancy Servicas Limited.

A deferred tax asset for unused tax icsses
carried forward is normally racognised on
the same basis as for deductible temporary

diffarences. However, the existence of

the unused tax iosses is itseli strong
evidence that future taxable profit may not
be available. Theretore, when an entity

has a history of recent losses, the entlty
recognises a deferrad tax asset arising from
unused tax lossas cnly 10 the extent that
there is convincing evidence that sufficient
taxable profit will be available against which
the unused 1ax [0s38s can be utilised.

At the balance sheet dale, tha Diractors
conslderaed racagnising a deferred tax asset
for praviously unrecognised unused fax
losses carried forward by Parity Consultancy
Services Limited. The review concluded that
given the company's histary of relatively
recent tax losses and the additional
requirement of praviding convincing
evidence that sufficient taxable profit will

be avallable, a prudent approach would

be takan and defarred tax would ramalin
unrecognised for tax iosses carried forward
by the company,

The Diractars bellave that the defarred tax
asset recognised is recoverable based on
the future earning potential of the Group and
the indlvidual subsidiaries, The forecasts
for Parity Professionals Umited comfortably
support the unwinding of the deferred tax
asset held by this company of £378,000
(2018: 2404,000) and the forecasts for Parity
Consultancy Services Limied comfortably
support tha unwinding of the deterred tax
asset hatd by this company of £582,000
(2018: £749,000).

The delerred tax assets at 31 Decembear
2018 and 2018 have been calculated on the
rate of 17% substantively enacted at the
balance shaeat dats.
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16 Deferred taxation {continued)

The maovements in deferred tax assets during the period are shown below:

(Charge)/credit Charge to other

te income coemprehensive

Asset statement income

2019 2019 2019

£000 £'000 £000

Degpreciatian in excess of capital allowances 775 (45) -
Cther short-term timing differences 43 40 -
Retirement benefit llablity 152 (20} (158)
At 31 December 2018 a70 {25} (158)
{Charge)/credit Credit to other

to income comprehensive

Asset staterment income

2018 2018 2018

£'000 £'000 £°000

Depraciation in excess of capital allowances 820 135 -
Cther short-term tirming diffetences 3 (51) -
Retirerment benefit liability 330 {21) 171
At 31 Decembar 2018 1,153 83 171

The Group has unrecognised carried forward tax losses of £30,59%,000 (2018: £30,187,000). Tha Group has urirecogrised capital losses
cartied forward of £282,441,000 (2018; £282,068,000). These losses may be carried forward indefinttely.

The Gompeany has unrecognised carried forward iax losses of £25,391,000 (2018: £24,879,800). The Company has unrecognised capital
losses carrled forward of £281,6875,000 (2018: £281,675,000). These losses may be carried forward indefinitely

17 Trade and other receivables

Consolidated Company

2019 2018 2019 2a18

£'000 £'000 £'000 2'000
Amounts falling due within one year:
Trade receivables 2,624 6,455 - -
Accrued income 1,387 3,265 - -
Amounts recoverable on contracts 2,495 1,984 - -
Amounis owed by subsidiary undertakings - - 2,129 2,302
Qther raceivables 48 27 - -
Prepayments 187 277 2

6,739 12,018 2,130 2,304
Amounts 1alling dua aftar ona year:
Amourtts owsd by subsidliary undartakings - - 131,946 123,510
Total 6,739 12,018 134,078 125814
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17 Trade and other receivables (continued)
The fair values of trade and other receivables are not considared to differ fromthe values set out above.

£2,624,000 (2018: £6,455,000) of the Group's trade receivables and £3,882,000 (2018: £4,674,000) of the total of the Group's accrued incomea
and amounts recoverable on contracts, are pledged as collatera! for the assei-based borrowings. These borrowings fluctuate daily and at 31
December 2019 totalled £2,718,000 (2018; £6,811,000).

The Group recosds impalrment losses on its trade receivables separately from gross recejvables, Factors considered In making provisions for
receivables incluge the abliity of the customer o seftle the dabt, the age of tha debt and any other circumstance particular 1o the transaction
that may impact racoverability.

The balance of impaired losses for the continving Group at 31 Decamber 2018 was £nll (2018: £nil). Ali debis at 31 Dacermber 2019 are
considered to be recoverable.

Tha Company htids interest-bearing Ioan agrasmants with somae of its subsidiary undartakings. Interest on all loans Is charged at 2.0% above
the prevalling Bank of England base rate. The Gompany’s recelvables dua from subsidiary undertakings ware raviewed for Impairment at the
balance sheet date based an the performance of 2019 and on subsequent years' forecast projections. A discounted future cash flow method
was employad for tha reviaw. As a result of 1his raview, no provision was deemed necessary. The assessmen was performed on a value in
use basis using discount rates of between 12.5% and 13.0% (2018: between 11.5% and 13.0%) and the othar parametsrs used in tha goodwill
Impairment review, as cutiined in note 12.

As at 31 December 2019 trade receivables of £322,000 (2018: £1,155,000) were past due bul not impaired. Thesa relate 16 custormers where
thare is no avidanca of unwiliingnass or of an inability to settie the debt. The ageing of Group trada receivables is as follows:

2019 2018
Gross Impaired Total Gross Irpairad Total
£'000 £'000 £'000 £'000 £'000 £000
Not past dua 2,302 - 2,302 5,300 - 5,300
31-60 days and past dus 260 - 260 B20 - 820
61-90 days 38 - 38 288 - 288
>80 days 24 - 24 47 - 47
Total 2624 - 2,624 6,455 - 6,455

The Comparny had no provisions for trade receivables, as it has no trade receivables. Other raceivables [n the Group and the Company were
nat past due and not impaired.

18 Loans & borrowings

Consaclidated
2018 2018
£'000 £'000
GCurrent

Bank and other borrowings due within one year or on demand:
Asset-based financing facility 2,719 6,911
Finance jease liabllities under IAS 17 - 8
2,719 6,818
Finance lease
Changes In liabijlities from financing activities bl;;:fc:‘vil:;g liabilities mmsd: ;
£000 £000
Balance at 1 January 2019 6,91 8
Repaymeit of borrowings (4,192) -
Payment of finance lease liabilities - 8
Balance at 31 Dacember 2019 2,719 -

Further details of the Group's banking facillties are glven in pote 21,
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19 Trade and other payables

Consolidated Company

2019 2018 2019 2018

£'000 £'000 £'000 £'000
Armounts failing due within ona year:
Payments in advance 134 30 - -
Trade payablas 3,972 5919 - 1
Amounts dus 10 subsidiary undartakings - - 14,197 12,796
Other tax and soclal securlty payables 860 1,486 22 23
Other payables and accruals 1,046 826 138 97

6,012 8,281 14,357 12,917
Amounts failing due after cne year:
Amounts due o subsidiary undertakings - - 129,530 123,113
Total 6,012 8,261 143,887 136,030
20 Provisions

Leasehold
dilapidations Restructuring Total

Consoclidated £'000 £000 £000
At 1 January 2019 20 43 63
Used in year - (29) 29)
Ravarsed in year - (14) 14)
Created in year 1 324 325
At 31 December 2019 21 324 345
DPue within ane year - 324 324
Due atter one year 21 - 21
Totail 21 324 345

The Company had no provisians at 31 Dacember 2019 (2018; £nil).

Leasehold dilapidations

Leasehold difapidations relate to the estimated cost of returning a leasehold property to its original state at the end of the leasa in accordance
with the lease terms. Dllapldation charges that will cryslallise at the end of the period of occupancy are provided for in full on ali nen-serviced
proparties. Basad on eurrent lease explry dates it is estimated thess provisions will be settled over a period of three to five years. The main

uncertanty ralates 1o the astimation of the costs that will ba incurred at tha end of the lsasa.

Restructuring

Restructuring costs ralate fo astimated amounts to be settled in relation to the restructuring of the Group, including costs ralating 1o employee
terminations and vacant office costs not included within impairments ta right-of-use assets. These provisions are expected to be settled within
one year. The main uncertainty relates to the estimation of costs that wili be incurred
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21 Financial Instruments - risk management

The Group is exposed 1o risks that arise from its use of financial instruments. This note describes the Group's objectives, policies and
processes for managing those risks and the methods used to measure them. Further quantitative Information in raspect of thesa risks s
presented throughout these financial statements.

Thate have been no substantive changes in the Group's exposure to financial instrument risks and the methods used to measure themn from
pravious periods unless otherwise staled in this nole.
Principal financilal instruments

The principal financial instruments used by the Group, from which financial instrument risk arlses, are trade raceivables, cash and cash
equivalents, trade and other payables and bank borrowings.

A summary by category of the financial instruments held by the Group is provided below:

Amortised
cost Total
Consolidated £'000 £'000
As at 1 Decembar 2019
Financial aesats
Net cash and cash equivalents 4,118 4,116
Trade and other short term receivables 8,552 6,552
10,668 10,668
Financial llabilities
Asset-based financing facility 2,719 2,719
Lease liabilHies 498 498
Trade and other short term payables 5878 5,878
8,085 8,085
As at 31 Dacamhbaer 2018
Financial assets
Net cash and cash equivalents 5.829 5,629
Trade and other short term raceivables 1M.741 11,741
17,570 17.570
Financial liabilities
Asset-based financing facility 6,311 6,911
Leass liabilitles 8 a
Trade and other short term payables 8,231 8,231

15,150 15,160
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21 Financial instruments - risk management {continued)

A summary by category of the financial Instruments held by the Gompany is provided below:

Amortised cost Totat
Company £'000 £'000
As at 31 December 2019
Financial assets
Non-curremt trude and other raceivabies 131,946 131,946
Nat cash and cash equivalents 1?7 17
Trade and other short term recelvables 2,129 2,129
134,192 134,192
Financial liabilities
Non-current trade and other payables 129,530 129,530
Trade and other short term payables 14,357 14,357
143,887 143,887
As at 31 December 2018
Financial assety
Nan-current trade and other recelvables 123,510 123,510
Net cash and cash equlvalents 3ar 387
Trade and other short tenn recelvables 2,302 2,302
126,198 126,199
Financial liabilities
Non-current trade and othar payables 23,113 123,113
Trade and other short term payables 12,917 12,917
136,030 136,030

Non-current amounts due to subsidiary undertakings have no speacific repayment terms but are subject to notice periods of at least one year.

Fair values of financlal Instruments
The fair values of all of the Group's and the Company’s financial instrurments are the same as their carrying values.

General objectives, policies and pr - risk management
The Group is exposed through its operations o the following financial instrument risks: credit risk; liquidity risk; interest rate risk; and foreign
currancy risk.

The policy for managing these risks is set by the Board following recommendations frem the Financa Director. Gartain risks are managed
centrally, while athers are managed locally following guidelines communicated from the cenira. Tha overall chjectiva of the Board is 10 set
policies that sesk to reduce risk as far as possible without unduly affecting the Group’s competitiveness and flexibility. The policy for each of
the above risks is described In more detai! balow.

Craedit risk

Cradit risk arises from the Group's frada and other receivables. It is the risk that the counterparty faits to discharge their cbligation in respact
of the instrument.

The Group Is mainky exposed to credit risk from cradit saies. i is Group policy 1o assass the credit risk of new customars before entering
cantracis. Such credit ratings are then factored into tha credit assessment process to determine the appropriate credit limit for each customar.
The Group does not collect collateral to mitigate credit risk.

The Group operates primarily In the UK with 87% of generated revenues from the UK (2017: 98%). Approximately 73% (2018: 73%)} of the
Group's turnover is derived from the public sector, Tha largest customer balance rapresents 17% (2018: 129%) of the trade receivables balance.

Quantitative disclosures of the credit risk exposure in refation to financial assets are set out below. Further disclosures regarding trade and
other receivatias, which are neither past due nor impaired, are provided in note 17,
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21 Financlal instruments - risk management (continued)

2019 2018

Garrying Maximum Canmrying Maximum
value exposure valua axposure
£'000 £'000 £'00a £'a00

Financlal assets
Cash and cash equivalents 4,116 4,116 5,829 5,829
Trade and uther recalvables 6,552 6,552 11,741 11,741
10,668 10,668 17,570 17.570

Interest rate risk

Interest rate risk Is the risk that the fair value

or future cash flows of a financial instrument

will fluctuate because of changes in interest
- rates. : ’

it Is Group pollcy that all external Group
barrowings are drawn down on the asset-
based financing facilities aranged with our
bankers which bear a floating rate of interest
based an the PNG base rate. Borrawings
against the asset-based financing facilities
are typlcally dravwn or repald on a daily
basis In order to minimise borrowlings and
interest costs and fransaction charges.
Although the Board accapts that this policy
neither pratects the Group entirely from

tha risk of paying rates in sxcess of current
market rates, nor eliminates the cash flow
risk associated with Imerest paymeants, it
considers that it achleves an appropriate
balance of these risks. '

Throughout 2018 and 2018 the Group's
variable rate borrowings were denominated
in Starling. Inferést costs on borrewings froam
the asset-based financing facility with PNG
was charged at 2.35% above base rate fram
January to April 2019 and 2.00% above base
rate from May to December 2019 (all of 2018:
2.35%). The facility has a minimum term of
commitmant 1o May 2021, although amounts
ara repayabla upon demand undar cartain

circumstanceas such as defaull. if Intarest
ratas on barrowings had bean 1% higher/
lowsr throughout the yaar with all other
variables held constant, the loss after tax

tor the year would have bean approximately
£26,000 higher/lower (2018; £37,0600) and net
assats £26,000 lower/higher (2018; £37,000),
Tha Directors consider a 1% change In base
rates [s the maximum likely change over the
next year, being the pericd te the next point
at which these disclosures are expected to
ba made. T

The Company holds interest-bearing loan
agresments with some of its subsidiary -
undertakings. interest on all loans is charged
at 2.0%6 above the prevalling Bank of
England base rate, except for one loan with
Parity Internaticnal B.V. whichis charged at
2.0% above the prevaliing Eurgpean Central
Bank base rate. As at 31 December 2019, the
loan balance due by 1he Gompany 1o Parity
Internatlonal BV, transiated into Sterfing, was
£27,216,000 (2018: £28,307,000).

Foreign exchange risk

Forelgn currency risk is the risk that the

fair value or future cash flows of a financial
instrument will fluctuate because of changes
in fareign axchange ratas.

The Group no longear has any acliva averseas
gperations but does ratain cerlain overseas

The currency profile of the Group™s net financial assets was as follows:

subsidiarles that are not irading. The Group's
net assats arising from overseas operations
are exposad to currency risk resulting in
galns of lossas on retranslation Into stering.
Tha asset exposure is mainly in respect of
intarcompany balances.

Tha Group doss not hedge its net investmant
in ovarseas oparations as it does not
consider that the potential financlal impact
of such hedging techniques warmants the
reduction In volatility in consolidated net
assets.

The continulng businaes has few
transactlons in forelgr currency. The hedging
of in¢lividual contracts Is considered on a
case by case basis. Owing to the small value
and volume of such contracts no hedging
transactions were enterad in 2019 or 2018,

During 2014, the underlying denominaticn of
a |arge intercompany balance between the
Company and one of tha Group'e inactive
cverseas subsidiaries was revised, whereby
the denomination of tha loan was revised
from Sterfing to Euros and thus subject to
exchange rate fluctuations in the books

of the Company. In 2(18 the Company
recordad a translation gain of £1,641,000
{2018; loss of £352,000). As at 31 Dacember
2019, the ioan balance dus by the Company,
transfated into Sterling, was £27.216,000
(2018; £28,307,000).

Functional eurrency of individual entity

Sterling Euro Total
2019 2018 2019 2018 2019 2618
Net forelgn currency financial assets £'000 £'000 £'000 £'000 000 £'ooo
Sterling - - (2,358) (2,296) (2,359} (2,296)
Eura (27,078) (27,782 - - (27,078) (27,782)
US Doltar a4 5 - - 4 6
Total net exposure (27,074) (22,777} (2,359) (2,296) (29,433) {30,073)
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21 Financial instruments — risk management (continued)

The currency profile of the Company's net financial assats was as follows:

Sterling
2019 2018
Nel foreign currency financlal assels £'000 €000
Currant
Euro (27,208} {28,032
Us Doliar 4 5
Total net exposure [27,204) {28,027

Sensitivity analysis - Group and Company
H the exchangs rete betwesn Sterling and the Eura had been 10% higher/lowesr at the batance shaat date, with all other variables held

constant, the effect on equity for the year would have been approximately £2, 708,000 higher/iower (2018 £2,778,000). A 10% fluctuation in any
other currency sxchange rate would not have a significant impact on profit and koss, nor equity.

Liguidity risk
Liquidity sk artses from the Group’s management of working capital and the finance charges on its borrowings under its asset-based
financing amrangements. it is the sk that the Group will encounter difficulty in meeting its financial obligations as they fall due.

The liquidity of aach Group entity is managed cantrally, with dally transfers 1o operating entities 1o mainain a pre-determined cash balance.
Norma! suppller tarms range from 2 weeks to 30 days. The laval of the Group facility Is approved periodically by tha Board and negotiated
with the Group's current bankers. At the reporting date, cash flow projections were considered by the Board and the Group Is forecast to have
sufficlent funds and available funding facilities to meet its obligations as they fall due.

The foliowing table sets out the contractual maturities {representing undiscounted contractual cash flows) of financial liabilities:

GConsolidated
Between 1
At31 Decembaer 2018 1 n?o':a: month a:g;r 1 %:: Total
£'000 £'000 £'000 £'000
Trade and other payables 5,878 - - 5,878
Laasae liabilities 272 53 173 498
Borrowings 2,19 - - 2,719
Tatal 8,869 53 173 9,085
Between 1
At 31 Dacember 2018 1 r;J:n:E month a';:;, 13;:'; Total
£000 £'000 £000 £'000
Trade and other payables 8,231 - - 8,231
Bormowings 6,91 8 - 6,919

Total 15,142 8 - 15,150
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21 Financial instruments - risk management (continued)

Company
Between 1
Up to rnonth and % Over
At 31 December 2019 1 month year 1 yesr Total
£'000 £'000 £000 £°000
Trade and other payables 14,357 - 129,530 143,887
Total 14,357 - 129,530 143,887
Batwean 1
Lp to monih and 1 Over
At 31 December 2018 1 month year 1 year Total
£'000 £'000 £'000 £°000
Trade and other payables 12817 - 123,113 138,030
Total 12917 - 123,113 136,030

More detall on trade and other payables is given in note 19.

Gapltal disclosures

The capital structure of the Group consists of cash and cash equivalents, equity attributable to equity holders, and asset-based financing.
There Is no long -term external debt, except for lease llabilities which are axplainad more fully In nota 15,

The Group uses an asset-based financing facility with PNC Business Credit, a member of The PNC Financial Services Group, Inc. The facility,
which enables the Group 10 borrow against both trade debt and accrued income and provides lor borrowing of up 1o £10.0m depending on the

availability of appropriats assets as security.
The Group's and Company’s objectives when maintaining capital are:

+ to safeguard the entity’s ability o conlinue as a going concermn, so that it can continue to provide retums for shareholders and benefits tor

ather stakeholdars; and

* to provide an adequats return to shareholders by pticing products and services commensurately with the level of risk.

The Group’s net cash pesition is as follows:

2019 2018
Consolidated £'000 £'000
Cash and cash equlvalents 4,116 5,829
Assel-based borrowings (2,719) 6,911)
Leasa liabilities (498) ®
Net cash/{debt) 890 (1,080

The Board regulary reviews the adequacy of rasources available and considers the options avallable to increase themn. Tha asset-based
borrowing facility contains certain extemally imposed financial covenants which have been met throughout the period.

The Company does hot turrently have distributable reserves available for dividend paymants. A capltal reconstructian will be necessary o
create reservas available for distribution. The Board will keep possible capital reconstruction optiens under raview.
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22 Resarves

The Board is not proposing a dividand for the
year (2018: nll pence per share).

The following describes the nature and
purposa of each reserve within shareholders’
agqulty:

Share capital

Share capital consists of ordinary share capital
and previously consisted of deterred share
capital.

Ordinary share capital

Share caphal s the amourt subscribed for
ordinary shares et nominal valus. Durirt
2018, no shara optianms ware axarcised (2018.
500,000 share options exercised, increasing
share capital from £2,043,000 to £2,053,000).

23 Pension commitments

The Group operates a small number of
pension schemes. With the exception of

the Parity Group Retirement Benefits Plan,
all of the schemes are defined contribution
plans and the assets are hald in separately
administered funds. Contributions to defined
contribution schemes from continulng
aperations dusing the year wera £158,000
{2018: £174,000).

Defined benefit plan

In March 1895, the Group established the
Parity Retirerment Benelits Plan, renamed

Share premium resarve

Share pramium ig the amount subscribad

for shara capital in of nrominal valua,
Thera was no movernent in the share premium
raserve for the year (2018: Increase from
£33,211,000 10 £33,244,000).

Capital redampton reserve

A capital redamption reserve of £14,316,000
was created during 2017 when tha Directors
resolved to cancal tha daterred shares of Parity
Group ple.

Othar reserves

Cthar reserves of tha Graup relate principalty
10 a reserve created following a change of the
Group's uifimate parent and a comesponding
Scheme of Arangemant in July 1899, and a
raserve created lalowing the reorganisation
of tha Group's capital structure in 2002

as the Parity Group Retirernent Benefits
Plan (*the Plan"}, following a Schema of
Asrangement in 1899, in order to facilitata
the continuance of pension entittements
for staff transferring from other schemes
followiny acquisitions in 1994. The Plan is
govamad by the Trusteas of the plan and is
administered by Cartwright Group Limited
in accordanca with the Trust Deed and
Rules, solely for the benefit of its members
and other beneficiaries. The Tnustees
comprise an independent Chalrman, onse
‘member representative and one 'employer’

that resuited in the Campany increasing its
investment in subsidiary undertakings.

During 2018 a reallocation was made in
respact of an impaimmemnt of Parity Group

pic’s investment in Parity Holdings Limited.
Tha impalrment charga of £9,600,000 was
recorded as a loss in retained earnings in 2010,
Given that this other raserve is represeniad

by Parity Group pla's investmernt in Parity
Hoidings Lirited, the reserve can be used

in crder to absorb impainments In the related
investment. On thie basls the Impalment
previously recorded in retained aamings is was
reallocated to other reserves in the Group and
Company.

Retained earnings

Retainad samings represant the cumulative
net gains and lossas recognised in the incoma
statement.

representative. It is a funded defined
benefit scheme and has been closed to
new members since 1995. With effect
trom 1 Jaruary 2005 this scheme was alsa
closed 1o future service accrual and future
cantribytions paid intfo monay purchasa
arrangemarnis,

The weighted average liability duration is
approximataly 13 years {2018: 13 yaars} and
can be atiributed ta the schame members as
foliows:

Weighted

Numberof  average liability

members  duratfen {years)

Pensioner members 61 13
Deferred members 7 17
Total 68 13

Thara were na retirements during the year {2018: 1). Thers was no changa in tatal members during the year {2018; no change).
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23 Pension commitments (continued)

The Ptan Is funded by the Group based

on tha triennial actuarial valuation of

the schema's technical provisions. The
actuarial vatuation is subject o more
prudent assumptions than the accourting
valuation under IAS 19. The triannial actuarial
valuation due at April 2018 was finalised
during the year and resulted In an increase
in monthly contributions from £17,260 per
month to £24 300 per month. Funding
requirements are formally set out In the
Statement of Funding Principles, Schedule
of Contributions and Recovery Plan agmeed
betwean the Trustees and the Group.

In March 2016, agreement was reached
with the Trustees to link amounts payabla to
company performance and affordability on
a sllding scale as part of the 2015 trlennial
valuation review. As a result, monthly
contributions of £16,000 resumed from May
2016 untit March 2035, with conditional
annual bonus payments predicated on

the Group's financial pserformance and

the divestment of non-core assets. The
coniributions Increase aach year [n line

with RPI with the first increase applied

on 1 January 2017. The balance of the
deficit is expected to be met by asset
autparformance. Tha core contributions

Principal actuarial assumptions

in 2015 were £17,260 per month (2018:
£18,700 per month) following the inflationary
increase. As a result of the triennial acluarial
valuation, contributions were then increased
1o £24,300 per month from July 2019,
Pursuart to tha agreament, no additional
lump suim contributions ware made during
2019. During 2018, a bonus payment of
£25,600 was paid based upon the Group's
2017 financial results, in addition to a lump
sum contribution of £100, DDO ioi!owing the
disposal of Inition Limited. -

In 2012 an issue was madse to the Plan of
1,000,004 share options in Parity Group pic
at an exercisa price of 8 pence per share to
be exercised at the discration of the Trustees
and any gain to be used for the benefit of
the Plan. These options vested on grant and
hava no explry data

In 201? the Trustses changad Ihe investment
strategy and fund choices In order to faduce
the volatility of the deficit whilst Increasing
the longar term expecied investment return.
This was achleved by using liahilty driven

" Investment, which provides leveraged

exposure to bond-like assets. The levarage
was used to reduce deficit volatility and
has allowed a greater share of the assets
1o bs invested in growth assets, as set out

in the Gomposition of Plan Assets table on
page 98. Tha liability drivan Investments
significantly reduced both interest rate and
inflation risk so that, using a stochastic ‘value
at risk' modai, the gverall Inveatment risk
reduced by approximately one third. The
main funding risks are as follows:

+ Investment retum risk = if the assets
underparform tha assumed returns in
setling the funding targets then additicnal
contributions may be required;

= Longevity risk — if the future improvemeonts
in monality exteed the assumptions than
additional contributions may be required;

= Forelgn currency exchange rate sk - the
diversifiod growth funds have the option
1o use foreign currency as an asset class,
The diverstfied growth funds are actively
managed and, consaguently, any foreign
currency exposura is constantly monitored
and addressed where the risk/reward
balance is not appropriate.

The valuation for IAS 19 has been provided
by Cartwright Group Limited, a company that
speclafises In providing actuarial services, as
at 31 December 2018,

2019 2018
Rate of Increasa of pensions in payment 3.6-3.9% 3.7-4.0%
Discount rate 2.0% 2.8%
Retail price infiation 3.2% 3.4%
Consurier price inflation 2.2% 24%

In accordance with the revised IAS 18, the assumptlion for future
investment returns Is the same discount rate of 2.0% (2018; 2.8%)
used in calGulating the pension fabilities.

The underlylng mortality assumption used Is in accordance with
the standard table known as S1PA_H, S1PA or S1PA_L mortality,
dependent on the size of each member's pension, using tha
CMI_2018 projaction based on year of birth with a long term rate ol
Improvement of 1.25% p.a. (2018: CMI_2017 and 1.25% p.a.). This
results in the following life expeciancies:

+ Male aged 65 at 31 December 2019 has a life expectancy of 86
years (2018; 87 years)

+ Female aged 65 at 31 December 2019 has a life expectancy of 89
years (2018; 89 years)

Guaranteed Minimum Payment ("GMP") equalisation

During 2018 the High Court of Justice in England made judgement

in a case relating tc GMFP equalisation. The court held that pensicns
garned betwean 1990 and 1997 must ba equalised between men and
women for the effect of GMPs. Most sectiens of the Group’s scherme
were unagfiacted since they were opted in to the Second State
Pension, with just one section opted out. The acluary estimates that
the Impact to the scheme will ba 1o Increase llabilities by betwaen
£10,000 and £30,000. Accordingly, an adjustment Is recorded In
these accounts 1o increase the scheme deficit by £20,000 (2018:
£20,0¢0}. The increase in liabifity was baen treated as a past servics
cost recognised in the income statement for the year ended 31
December 2018 as a non-recurring Hem,
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23 Pension commitments (continued)

Reconciliation to consolidated statement of financial position :,g ;: :.g;g
Fair value af plan assets 22,670 20,089
Prasent value of funded obligations (23,562) {22,041)
At the end of the year (892) (1,842)
Recongiliation of pian assets o ks
Al the beginning of the yaar 20,009 21,880
Expected retum 549 525
Contribution by Group 296 326
Benefits paid (813) (8a8)
Expanses met by schama (122} (158)
Actuarial galn/{joss} 2,761 (1,586}
Plan assets at the end of the year 22,670 20,069

Contributions te tha scheme included £nil of additicnal paymants (2018 £125,600). Detalls of these payments are set out an page 7. The
actuarial gain on plan assets retates to the rise in value of the scheme’s investments reflecting strong performances in global equity markets

axperlanced in 2019.

Composition of plan assais gg;: ;gag
Diversified growth funds - Quoted 15,570 11,943
Liability drivan investmant funds — Quoted 6,938 8,589
Options in Parity Group ple 96 86
Cash 86 71
Total plan assets 22,670 20,009

During the year under review, assets wera reallocated between diversified growth funds (DGF) and liakility driven investrment funds (LDI) as
scheme liabilities wera over-hedged by LD and in ordar to seek a greater return on invesiment from DGF.

Reconciliation of plan liabilities F.E g;g E?g&g
At the baginning of the year 22,041 22,939
Interasi cost 604 551
Past service cost - 20
Benefits paid {913) (888)
Actuarial lose/(gain) 1,830 @81)
Plan liabilities at the and of tha ysar 23,562 22041




Parity annuaj report and accounts 2019

Accounts, notes and other information 4 99

23 Pension commitments {continued)

Amounts recognised in the consolidated income statement 2019 2018
£'000 2000

Included In financa costs
Expected retum on plan assets, net of axpensas az27 367
Unwinding of discount on ptan liabilities {interest cost) (604) 551)
Netfinance costs In respect of post-retiroment benofits (177) ﬁrsr;)
Amounts recognised in the consolidated statement of comprehensive income 2019 2018
£000 £'000
Actuarial gainfioss) on plan assets 2,761 (1,586)
Actuarial (loss)/gain on plan liabilities {1,830) 581
Remeasurement of defined henefit pension scheme 831 (1.005)
Defined benefit obligation trends 2018 2018 2017 201€ 2018
£'000 £'000 £000 2’000 £'000
Flan assets 22,670 20,099 21.86a 22465 19,703
Plan liabilities {23,562) (22,041) (22.,838) {24.313) (21,184}
Deficit {892} {1.542) [1.059) {1.848) {1,491)
Experience adjustments on assets 2,761 {1,586) 609 2,926 {401)
- 13.8% (7.3%) 2.9% 15.0% 2.0%)
Exparience adjustments on liabijlitias (1,830) 581 (191) 3,339 1,249)
(5.4%) 2.6% 0.8%) 15.9% {5.69)
Sensitivity analysis Increase/
{decrease) in
Effect of change in assumptlons Liabilities Assels Deficit deficit
£°000 £°000 £'000 £'000
No change 23,562 22,670 {882 -
0.25% riss in discount rate 22813 22,670 (143} (748)
0.26% 1all in discount rale 24,350 22,670 (1,680) 788
0.25% rise in inflation 23,678 22,670 {1.005) 113
0.25% fall in Inflation 23,451 22610 (ve) 117
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24 Share capital

Ordinary shares 2p each

2019 2019

Authorised share capital Number c000
Authorised at 1 January and 3 December 409,044,603 8,181

Ordinary shares 2p each

2019 2019
Issuad share capital Number £'060
Issued and fully paid at 1 January and 31 December 102,624,020 2,053

25 Contingencies

In the normal course of husinass, tha @roup is exposed 1o the risk of clalms In respect of contracts whare the customer or supplier is
dissatisfied with the performance, pricing and/or completion of the contracted service or product. Such claims are normally resolved by a
combination of negotiation, further work by Parity ar the suppller, and/or monetasy settlement without formal legal process baing necessary.
Occasionally, such claims progress into egal action. At the present time, Group management beliaves the resolution of any known claims or
legal proceedings witl not have a material further impact on the financial position of the Group.

26 Key management remuneration

Key management comprises the Group’s Board of Directors, along with the Group Operations Director, who iaft the Group during the year,
and the Commercial Director, the Head of Consulting and the Head of LAD Practice, all of whom joined the Group during the year. The total
remuneration received by key management for 2019 was £1,402,000 (2018: £1,059,000). Remuneration comprises emoluments recelved,
pension contributions, share-based payment charges and compensation for loss of office. Rermuneration of the Board of Directors, Including
that of the highest paid Director Matthew Bayfield, is disclosed in detail within the remuneration report on page 39,

2019 2018

£'000 £'c00

Short-term empioyee benefits 859 g18
Post-employment benefits a4 as
Compensation for loss of office 356 10
Share-based paymants (note 9) 153 96
1,402 1,059

27 Related party transactions

Consolidated
There were no related party transactions during the year (2018: none).

Gompany

Detalls of the Company's holdirgs in Group undertakings are given in note 28. Tha Company antered into transactions with Group
undertakings as shown in the table ovarleaf:
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27 Related party transactions [continued)

Operating Flnance Finance  Operating Finance Finance Loans
expeansas income expense exXpenses income expense written off
2019 2019 2019 2018 2018 2018 2018
£'000 £'000 £:000 £'000 £'000 £'000 2'000
Expenses Incurred from Group
subsidiarles (735) - (2,165) 558} - 0,811 {396)
[nceme genarated fram Group '
subsidiaries - 2,101 - 54 1,818 - -

The Company had the following amounts payable to and recoverable from Group undertakings:

2019 2018
£'000 £'000
Amouris owed by subsidiary undartakings (nota 17):
Faliing due within ona year 2,129 2802
Falling due after one yaar 131,946 123,510
Amounts due to subsidiary undertakings ncte 19)
Fzlling due within one year (14,197) H2,796)
Falling due after one year (129,530) (123.113)

28 Subaidiaries

The ptincipal subsidiaties of Parity Group pte, which have been included in these consolidated financial statements, are Parity Professionals
Limite¢ and Parity Consuftancy Services Limlted. Parity Protesslonals Limited and Parity Consultancy Services Limited are whoily owned by
Parity Holdings Limited and incorporated in the United Kingdorm. Inition Limited was been included in these consolidated financial staterments
a3 a discontinued operation in 2018 with trading resuits induded 1o the date of disposal In April 2018 in the comparailve year. Parity Solutions
Lirmited Is a direct subsidiary of Parity Holdings Liméted and is incorporated in the United Kingdorm. Parity Holdings Limited is a dirsct
subsidiary of Parity Group ple and is incorporated in the United Kingdom.

Parity Professionals Limited Is a speciallst [T recruitment services company. Party Consultancy Sarvices Limited provides business and IT
consullancy servicas focusing on the provision of data solutions and delivery of IT projects.

The Company’s investment in continuing subsldlaries was reviewed for impairment at the balance sheet date based on the performanca of
2019 and on subsequent years’ foroecast projections. A discounted future cash flow method was emploved for the review. As a result of this
review, 1o provision was desmsd necessary, leaving a carnrying velue of £20,527,000 (2018; £20,527,000). The agsessment was performed on
a value In use basis using discount rates of between 12.5% and 13.0% (2018: between 11.5% and 13.0%) and the cther parametars used in the
goodwill impalrrment review, as cullined In note 12.

The remalning Group subsidiaries are listed below. Thase are either discontinued or dormant, are wholly owned by tha Group ultimata parent
Parity Group plc, and are registered in the UK at 2nd Floor, The Ministry, 79-81 Borough Road, London SE1 10N unless stated.

Parity Eurosoft Limited

Parity Intornational BV (registored at Kaizersgracht 62-64, 1015 CS Amsterdarm, Netherlatids)

Parity Limited

Parity Resources Limiied

Parity Solutions (Dublin 1999) Limited {registered at 13-18 City Quay, Dublin 2 02 ED70, Ireland)

Parity Sciutions (reland) Limited {registered at Northarn Iraland Science Park, Queens Road, Bellast BT3 90T)
Personnei Solutions Inc. (registered at 39 Broadway, New York, NY 10008, USA)

Teltsch International Corp. (registered at 39 Broadway, New York, NY10006, USA)
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Coarporate Information

Registered office

2nd Floor, The Ministry,
79-81 Borough Road,
Lendon SE1 1DN

Tel: 020 8543 5353

Registerad in England & Wales
No. 3539413

Registrars

Equinitl Limited

Aspect House

Spencer Road, Lancing
West Sussex BN39 6DA

Tel: 037 1384 2382

Equiniti offer a range of information
online. You can access information

on your sharehoiding, indicative share
prices and dividend detalls and find
practical help on transferring shares
or updating your detalls at
www.shareviaw.co.Lk

Enquiries concerning sharehacldings in
Parity Greup plc should be directed,
in the first instance, to the Registrars,
Equiniti, as above.
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Investor relations

David Back
Donhead Consultants

Tel: +44 7836 293 383

Further information for shareholders
including caopies of the Annual and
Interim Reports can be obtained from
the company secretary’s office at the
registered office address below ar from
the Parity Group ple webslte at
www.parity.net

The Company Sacretary
Parity Group plc

2nd Floor, The Ministry,
79-81 Borough Road,
London SE1 1DN

Or by emall 10: cosec@parity.net

Advisors

Auditor

Grant Thomton UK LLP
30 Finsbury Square
London EC2A 1AG

RBS Group

9th Floor

280 Bishopsgate
London ECZM 4RB

PNC Business Credit
8-14 The Broadway
Hayward's Heath

West Sussex RH16 3AP

Nominated advisor & broker

WH Ireland
24 Martn Lane
Londen EC4R 0DR

Sollcitor

Pinsent Masons
30 Crown Place
London EC2A 4ES







