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Key financial highlights

Group revenue Prefit before tax Diluted EFPS
£642.4dm £11.5m 22.7p
2018, £617.6m 2016 £15.1m 2016: 31.0p

Net fee income' Basic EPS Dividend per share
£74.7m 23.4p 23.0p
2016 £73.0m 2016; 32.1p 2016: 23.0p

Profit from operations

£12.7m

201 £15.m

1 Net fee income (NFIY 1s calcdlated as revenua less contractar payra-l costs

Operational highlights

Building
our brands
internationally

Qur Gattaca, Networkers and Matchtech
brand presence 1s growing internaticnally

Reasons to invest

Strategy
for growth

With a key focus by sector.
skill set and geography

Trusted sector
specialists

Engineering and technology n:.che sector
expertise gives competitive advantage

Established
leadership team

Combined 60 years industry experience

Strengthening
our leadership

We invested in our leadership team
with some key strategic appointments

Engaged, highly
productive
workforce

Gattaca employees achieve
market-leading productivity

Dividend paying
growth stock

Recurnng revenue provides stable
environment for progressive dividend



Qur vision

We aim to be the
leading provider of
outsourced solutions
and specialist
recruitmentin
all our markets

We are experts in engineering and technology recruitment so
We exist to connect people and create valuable opportunitie
them, This may be connecting job seekers with employers w
or connecting business leaders and HR directors with outsg
solutions. We see our relationships as something that trag
a single job placement. Qur staff are central to this prg
so we look for people who are motivated, who demg
our values, and who take pride in everything the
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At a Glance
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Niche skills in Americas
Specialising in skill sets
aligned to our clients’
needs in Nallas See p.i13

A leading specialist engineering and technology recruitment
solutions company, with UK and international operations

Established in 1984, Gattaca has grown into an international business with more than
800 staff around the world, and the ability to support client requirements in over 100
countries. The Gattaca group consists of a number of specialist recruitment brands,
including the UK’s humber one engineering recruitment specialist Matchtech, top five
technology recruitment specialist Networkers, professional staffing consultancy
Barclay Meade, and skills and employability specialist Alderwood.

We help companies realise their full people potential, by providing outsourced staffing
solutions and recruitment services to those operating in the engineering and technology
markets. We offer a personal service to each company we work with - frem international
engineering consultancies with thousands of employees to niche small and medium sized
enterprises (SMEs) operating in emerging technology fieids like artificial intelligence.
We help them overcome their recruitment challenges and achieve their business goals.

Where we operate

olutions development ; P
Partnering with clients //’ %///

to _de!i»ver strategic 7. 7/////7//////,./1,
objectives. See p.14 Lk
7 Positive results in Asia 7,

Fast facts

15 offices, 12 countries 4,000 permanent placements

800+ employees 1 million+ candidates on database
2, 500 employers No.luk engineering recruitment specialist
9,500 contractors £642mM revenue

2 Gattaca ple Annyal Repoit and Arcounts 2017
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Our business
at a glance g GATTACA

Gattaca operates across the follewing industnal sectors and skill sets globally.
However, not all sectors and skill sets are represented in avery country.

Technology at a glance Engineering at a glance

Our technology business Networkers Qur engineering business Mazchtech
specialises in 1T and Telecom™s, covernng. specialises in eight key sectors
IT Aerospace

Cloud Automotive

Cyher Security Energy

Develop~ent Engineering Technology
Enterprise Resource Planming (ERP} General Engineerirg
Leadership Infrastructure

Public Sector Maritime

Technical Sales Professional

Telecoms

Netwaork Infrastructure

Operations Support Systems and
Business Support Systems (OS5/BSS)
Research & Development (R&D)

The Connected World

Read rmore on pages 20 and 21 Read more on pages 20 and 21

Our specialist brands

:1 i .
MATCHTECH™  NETWORKERS CAPPO)

-y
PROVANIS™ RBarclayMeade {Fﬂder‘WOOd

oo e

The challenges engineers
overcome in Engineering
Technology and the
projects they work on
are so cutting edge.

| find it fascinating.

3

lzzy Eustace - London
= Lt ) rant

www.gattacaptc.com




Chairman’s Statement

A strong ‘people’ business

£

We expect

to see growth
in our key
international
markets, where
we have the
ability and
capability to
expand above
market growth.

33

wWhile the headhne results reflect a
challenging year there nas been sigrificant
progress in many areas, and we are conhident
there s further improvement 1o come.

The Board 15 committed to achieving

these rmprovements and restoring the
Group to profitable growth,

Gattaca has a strong marka! position as a
traly specialised recruiter wholly focused
on engineering under the Matchtech brand
and tachnology under Networkers, We
expecl to axpand owr posibion N both
sectors. particulasly in areas whare

there are significant skills shortages.

At present, with around 20% of cur busingss
generated by our UK offices, we remam
heavily dopendent on ihe UK gconormy.

wWe have achieved stronger results in the

UK than many of our peer group, but

we racognise we must do even better,

Cur internationsl business, while growing in
the Americas and Asia. has faced challenges
i the Middle Last and South Africa. We
continue to invest internationally in sales
headcount and new offices where we see
significant oppaortunity for growth.

The ntegration of Networkers into the
Group s now camplete, atthough it look
longer than we origmally hoped, as we
combined the best of the two cultures.
rather tham impose one over the other.

Qur most important asseat continues to be
our pecple. We have a nighly engaged and
productive workforce ~ one of the most
productive in the industry - led by an
experienced ard sstablished management
team. Our a-m s o attract and retain the
best talent and we are pleased we are seeiny
retention rates above the rdustry standard.

Qur drvidend 2ol ¢y remains an important
part of our Investment proposition, We sct
the dividend by taking inte account current
levels of debt, drvidend cover and future
earnings expeciations. As a sign of our
confidence in the Group’s future performance
and despite a falt in diluted earnings per share
(EPS) 1o 22.7 pence (down 27%), the Board s
pleased to propose (sulject 10 shareholder
approval)y a mamnianed otal aividend for the
year af 23.0 pence (Interim paid 7.0 penics,
Fmal croposed 7.0 prnced

Wa made two appointments to the Beard

im the last year, Salar Farzed was appomied
our new Chief Financial Officer ang Mark
Mamone joined as a Non-Fxecutive Diractor.
Salar comes from a media background

and has extensive international experience,
with the benefit of having worked for a
number of quality 'blue-chip’ organisations.
Mark brings deep technology experience

to the board and has already established a
Digital Adwvisory Committee to hefp us in this
area. On behalf of the Board, | would ke to
thank Tony Dyer, our departing CFO._ for the
cortribution he made to the Company over
the last 27 years. We aiso extend our best
wishes o Rudi Kindts, who retired as a
Non-Executive Direcior in July 2017

The medium-term strategy for Gattaca s
to continue to expand our International
footprint, as well as the offices where

we already operate. Wnile international
wll become a larger share of the overall
portfolio, we will also continue to grow

In the UK. In a very fragmented industry,
there 1s room for growth and plenty of
oppartunities ir both cur core sectors.

Group's employees are exceptionally

good at what they do and everyane from
the Board downwar-is is comnitted to
delivaring sustamed impinved neyfanman-e,

Patrick Shanley
Fimn-Fvnergyeo Chantman
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Chief Executive Officer’s Review

Building on our strengths

Gattaca I1s a leading specialist engineering
and technclogy recruitment solutions
campany, with UK and internzfionat
cperslions. We operate in the specialist
STEM markets (science. technology,
engineering and maths), all sectors with
skills srortages, where chents value cur
support to attract ana retain suitable talent.

One of Gatraca's distinguishing
charactenstics 1s our focus on pecple.
through which we aim to attract and retain
the best talent. This focus 1s workirg.
Gattaca 1s now recognised as an employer
of chotce i the recruitment ndustry. dLe to
the unrque workplace culture we have built,
An engaged, low-turnover work‘orce 1s one
of the reasons we are a hign productivity
business, based on net fee Income (NFD per
head. Tris, combined with our relatively low
cost base. produces an industry-leading
conversion ratic of gross to adjusted
ocperating profit.

We have a simcle three-point strategy.
which i1s to sharpen our focus, move up the
value chatn and thirk glabally - 1n effect, to
continue to pasition ourselves as specialists
In our chosen sectors and skill sets, o am
for hrgher value projects and relationships.
and o replicate our successful UK
engineering model ir the technology sector
and in fast-growing infernational markets,

Performance overview

In the UK, our ovarall l[ower pro-forma NFIL
performarce of 4%, when compared to

the prior vear, was shightly better than

the market. Cur continued focus on
recurring cortract revenues (80% of NI

on a pro-forma basisy has provided stability,
compared with the more volatile permanent
fee revenue stream.

UK Engineering = 59% of Group NFIl an

a pro-forma basis

Results vaned across contract recruitment
(NFlup 1% pro-formay ana permanent
recruitment (NFI down 15% pro-forma).

i our industry verticals as major projects
and intiatives clesed or came on line,

Our aerospace division grew by 13% as
manufacturers investecd in and rastructurad
their busiresses.

The auatomotive d vision was dowr 12% as
car-makers and their suppliers delaved
nen-essential investment followrg the EU
refarenaum. However there are sign ficant
opportunities in the electric and alternzTive
fuel vehicle sector.

In tha mantime sector, we saw 3 21% drop in
NEas we rebult following the completion
of 3 number of projects. Howewver, The sector
15 now growing in the UK, ard with scme
majar naval projects underway tn Barrow
and Glasgow, the outlook is more positive
and we expect a returr to growth this year,

In the infrastructure sector. NFE was aown
5%, partly due to cranges in tax treatment of
public sector contractors (IR3%). With:ir the
water sector, the supply of cvil, mechan cal
and electricat discipline specialists irte the
rmajor UK capital delivery water frameworks
saw us achieve 10% vear-on-year NFigrowth.
This reflects a mar«et boosted by the
regulatcry AMPE, a five yvear cap tal delivery
programrme, whereg billlons of podnds are
Invested into the UK water incustry to
maintain, improve and bald on the UK's
current clean and wastewater infrastructure,
Our ral busmess declhined shahtly or the
prior year, mainly due to external factars
such as IR3% and market urcertanty. which
saw some projects delayed or put o1 hald.
The buildings sector saw us heavily affected
nitialty by the market's response to the EU
referendum :n June 2016 and, towards the
end of the vear, the snap General Electior in
June 2017 A combination of these :ssues and
alack of confidence from investors resutted
Ina 38% drop 1in NFI vear on year. The market
has now stabilised with help from Middle
Eastern and Far Eastern investment, and
growth in the market s being forecast into
2018 W thin the highways sector, we saw an
NFEI drop of 12% year on year 1~ the puchc
sector where the mnegative impacts of HMRC
leqeslation changes were too big for the
private sector to recover. However, the sector
has responded ard activity within our public
sector cliants s imoroving alongside high
private sector investment,

In our general engineering division, positive
contract arowth of 4% was offset by a
weaaker performance Iin permanen:
recruitment. down 26%, and total NFi
reduced by 9%, -lowever, demand for
rmanufacturing skills on a temgorary basis
was consistently hhgh, paracularly within
the FMCG. ¢consumer elactronics and
defence sectors. Energy was down 3%,

but saw growth from transmission,
distribation and renewable erergy.

Despite delays at Hnkley Foint C. we
expoct requiremeants to increase this yvaar,
The converging engsneering technology
market where we supply software,
electronics and autormnation specialists
ACrass cur engineering seciaors, was the
stand-out performer, with 19% year-on-year
NEFgrowtn, Tn s reflects both a bugvant
rmarke: and the increasing shoriage of

(11

We operate

in the specialist
STEM markets,
where clients
value our
support to
attract and
retain suitable
talent.

33

Brian Wilkinson
Chief Executive Officer




Chief Executive Officer’s Review continued

(11

We believe
our position
within the
‘convergence
market to

be unique.

L3

these skills in the UK. The UK automotive
technology market, in particular, offers
exciting opportunities as the hybnd
electrical, connected car ard autonomous
driving markets evolve. Our strong ties
with the fraditional engineering base

are key to these openings.

Midway through the year, in February 2017,
we acguired a mgjority stake In Resourcing
Sclutions Limited (RSL), a leading recruter
In the rail industry and a clear complement
to our Matchtech business. The deal positions
us well to take advartage of the increasing
investments to come In raill infrastructure,
both in the UK and around the world. For
example, we are working on three major rail
projects in Malaysta RSL brings us excertise
in signalling, electnfication and safety. and
also coverage across the UK inrail. te
enhance our previously London-centric

rail business. The acguisition was earnings
enhancing from day cne.

Barclay Meade, our professional services
brard, recruiting finance, procure™ent,
sales and HR professiorals, had a
disappointing year with an NFI decline of
21%. The second half of tne financal year
saw a much stronger performance from
procurerment, our largest department,
and we continue to see high demanrd for
procurement and sales professionals,
particularly from our engineering clrents.

Alderwood, which places trainers and
assessors with training providers throughout
the UK ard the Middle East, saw a 4%

NFl drop. The implementation of the
Apprenticeship Levy has, however, led

to a recent upturnin business levels,

UK Technology - 21% of Group NF!

UK Technology NF| was 8% lower than in
2016, with contract down 7% and permanent
8% lower. IT NFi was down 5% whilst
telecoms continued to be challenging, being
13% lower, However, certan niches, while
smaller at this stage, are showing strong
growtn, for example convergng teiecoms,
whch was 43% higher than last year

During the year, we carried ocut a strategic
review of our technology recruitment
business, largely acouired from Netwaorkers,
as we completed its operational integration,
We have repositioned Networkers from
being a generalist telecoms and IT recruiter
to a highly focused specialist business that
enables our clients to find scarce experts in
growing and attractive niche markets, such
as data science and cyber security.

[ Gattaca ple Annual Report and Accounts 2017

While our newer business areas are achieving
growth, many of our iegacy businesses
continue to be challenging and, as i
Engineering, results were mixed across our
businesses, which are aligned to skiil sets.

within our IT business, security doubled its
NFI and cloud grew 8%, strategic accounts
grew 12%. leadership grew 5% and our
nublic sector susiness grew 6%, thaughin
the latier we saw negatve growth in H2
foltowing the IR35 tax changes in Apnl 2017
Since this time we have seen a reduction

of 35% In cur public sector contractor
nJdmbers. To lessen the impact in this area,
wea have diversified into offering permanent
rescurcing in the public sector market.

These exarnples of growth are artsing as

arganisations are investing heavily in

applications and software ¢ gain a greater

insight into thetr markets and customer

profiles. This 1s resulting In increased

demand for skills In areas such as data )
science and data analyics. The next stage !
in the progressien of our chents usirg data
and algorithms will see the increased use of
artificial inteligence (A and robotics to
drive process and cost efficiencies. We are
therefore making early stage investments
In this area, developing candidate pools to
support our clients’ growth in these newer
technologies, and we are having particular
sJccess in the autonomous vehicles sector.

There has alsg been a large number of .
start-up organisations developing products
tn this area. Towards the end of 2017, we
established a new specialist business unit
to support these ciients by supplying not
only relevant technology skills, but also
sales professionals to help them buiid their
businesses. The area of technology sales

15 proving lucrative across our technology
landscape, and we are investng init, to
complement cur technoiogy service
offering. Althcugh this area is nascent,

we are secing encouragimng iritial results,

Qur legacy IT businesses faced more

headwinds, with corporate accounts down i
{(200%, development down (18)% and ERP

down (13)%. With the move to more cloud-

based ERP solutions, we are experiencing

fewar large wnplementations of products

such as Oracle and SAP, leading to reduced

demand for contract staff. To counter this,

we have realigned our product offering to '
other areas within the cloud market, Including

by focusing on semor architecture staff as

well as specialrs:ng i providing staff in

application markets such as salesforce.

We have reduced staffing levels in these

business units and reinvested the savings

into the growth areas referred to atyove.



With the shift In strategy by @ numiber o° our
telecoms clients to diversify their business
away from their rocts as traditional vendcrs,
we are seaing increased demand in skills
required tc support the growth of the Internet
of Things. While our legacy corcorate
scoounts business saw NFI reduce by (23%).
we held NFI level nour operations and
busingss support {(055/BS5) businass unit
and encouragingly, we grew NE|in our rew
convergirg communications area by 43%.
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Internationat - 20% of Group NFI

not including international income
generated from UK offices

Before the acguisiticn of Networkers

(i Apnl 20157, we were highly U<-centric
with 98% of our sales beirg doemestic.
Tarough the acguisition, we inherited a
small presence i 10 countries, and we
are now growing these internationa!
operations to diversify our geograprical
market and widen our chent base.

Market Snapshot

Here we look at
some key market
trends that
influence our
operations.

Economic - it pays to specialise

Depending on definitions, there are between
18,000 and 28,000 recruitment providers in
the UK, with over 1,000 start-ups registering
last vear alone, Of these, nearly 10.000 had
a turnover of more than £250,000. The UK
industry 1s worth over £35bn a year and
predicted to continue growing as candidate
avalability tightens. With more and more
competitors in the market, being a specialist
provider helps a recruiter stand out, offering
promise for employers who need specialist
skills. Engineering is one of the top three
sectors for permanent placements, and
chents need recruiters and candidates

with the right expertise.

Technological - convergence

s getting closer

Convergence :n our markets is where

there i1s overlap between engineering and
technolegy. While auto manufacturers have
used complex scftware for many vears now,
autonomous vehicles takes this requirerment
10 a different fevel. The same demand for
technolegy skills applies to defence ana rail
rmanufacturers, and any form of production
automation. What this means 1s that the gap
between tracitional engineering skills and
newer |T skifls gets narrower every day. The
effect1s anincrease in reguests from the
engineering sector faor candidates with skill
sets from the {T sector,

Social = the new world of work

The concept of a Job for fife’ has not been
with us for a while. People move wnere their
skills take themn, and as they are needed -
creating growth in contract work. Or they
~ove to what they perceive as a better
employer, hence the need for employee
engagement expertise. So the lines betweean

contract and permanent workforces are
blurring as candidates look for the nght
project to suit ther short to med-.um term
plans. We have seen @ growth in
‘statement of work’ roles - those taken on
for specific activities, deliverables or time
framas. And then thare s the gig
economy, the ‘human cloud’ of freelance
workers. In addition, human roles are lost
to automation, or gained in creating that
automation. So today 1s a fast-changing,
fluid recruitment werld, and 't brings

the need for solutions services to help
companies recruit and retain staff
effectively and efficiently.

Political - dealing with

economic uncertainty

In the UK, ongoing Brexit negot.ations,
IR35 tax changes and the 2017 general
election have caused economic and
political uncertainty, and affected
confidence in the job-hirng market.
Demand for new hires, along with
candidate avalabitity, has been flat.
Changes to legislation have also been
affecting international markets, According
to Staffing Incustry Analvsts, there were
183 legislative changes between 2016 and
2017 across Asia Pacfic, Europe, North
America, Latin America, the Middie East
and Africa. However, commercial
imperatives -~ such as adoptior of
alternative energy sources and 4G
telecoms in the USA, plus infrastructure
projects and fintech business in Asia

Pacif ¢ - previde a positive balance.
Generally, firms that diversify
internationally are developing an inbuilt
resthence to uncertainties in a single regron.

www.gattacaplc.com 7
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We have
rolied out

the Matchtech
brand in many
countries and
have enjoyed
rapid success
in Asia in
particular.

L Y |

Progress In these areas 1s taking time, and
we saw 4% negative NFI growth (in constant
currencyy in interrational operations over
the full year. However, within thus division,
we have seen strong growth in our Americas
business (up 27% year-on-year ona
constant currency oasis in Q4d) and n

Asia {with 14% year-on-year constant
currency growth in Q4), We anticipate

this momentum continuing in both regions.
and that the Middle East and Africa (MEA)
region w-ll return to growth in 2018,

Dunng the year we established a presence
in Mun ch to take advantage of the
opportunities we see in Germany. Bavaria
Is the centre of European engineering
business, particllarty for automotive and
aerospace clients and their supply chains.

Natworkers 1s now operating 1n Madrid,
where we are focusing on permanent and
contract roles across bank technology,

SAP and supporting the Unisys account.

We have also invested in develooing a
communications team focusing on cloud and
security, and reinforcing FinTech, working
weth four of the top 10 banks in Spain.

In the Armericas, the USA saw growth of
Q6% year on year In Engineering. Within
Technology, a shartage of software sales
executives has led to a huge drive by
technology companies to acguire the best.

We have exclusive agreements with three
such clients across the Americas. The
telecoms business saw a considerable
upswing in H2. driven by 4G densification
efforts by the big four operators. We expec:
this to continue as operators prepare their
networks for 5G geployment. FinTech
continues to grow strongly anc we are 1deally
positioned to ta<e advantage of this with
coffices in Toronto and Mexica City, two of the
three largest financial hubs m North America.
in La: n America, huge 4G deployments

and new market entrants are behind growth
in the telecoms sector and our global
relationships with large vendors such as
Huawel and Nokia have us well positored

to take advantage. The introduction of the
Matchtech brand has led to us serving a
much more diversified client base within

the construction and automahve sectors.

o1t and Accounts 2077

This success has been replicated in Asia,
where we have seen strong growth under
the Matchtech brand, We are achieving this
due to the demand for speciahist talent

to support large infrastructure projects,
particularly in Malaysia, where we are
working on several large rail and road
projects, as well as new build projects.

We launched the Matchtech brand in China
during the year and, in addition to growth
in infrastructure business, we have secured
key client wins in the automotive sector.

Africa had a challenging yvear, with a difficult
poltical and econamic backdrop precipitating
a 24% NFl decline. Cur Infrastructure team,
however, showed sclid growth and the
outicok 15 promising with infrastructure
developrment seen as the key to unlocking
economic growth on the coniinent. Qur (T
team saw NFI growth of 5%, with a key focus
on FinTech, an area in which we expect to
benefit from regional market growth.

In the Middle East, our largest market is
construction, much of it far Expo 2020 in
Cubal. Rall will be & growth market in 2018
with the Doha Metro and Rivadh Metro to
come, anag further potential opportunsties
in Oman and Kuwait. We are also expecting
more work In stadia and infrastructure

with the lead up 1o the FIFA World Cup in
Qatar in 2022, In addition, governments are
planning renewable energy projects, and
we also expect growth from the large
nuclear plant being bwit in Abu Dhabi.

Strategic progress

Sharpen our focus

Matchtaech has long been seen as a specialist
In some highly attractive engineerning niches.
wWe have now replicated this clarity in

our technology recruitmeant business,
Networkers, through careful market
segmentation. We have identified what

we believe to be attractive, high-growth
markets wittun 1T and telecoms, and we

are building our presence anr improving

ayr patformance i them
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Ancther exciting coportunity afforded by the
Networkers acquisitior. s In tne convergence
hetween engineernng and technology.

This was part of our rationale behind the
acquisttion. and 1t 1s now coming to fruition.
Cur Engineerning Technalogy department,
created to exploit this convergence, was our
fastest-growing business unit .n FY17, with
NFl up 19%. We believe our position within
the ‘convergence’ market to be unique, no
other recruitment firrn of our size and
geographical spread focuses purely on
engineering and technology. This gives
Gattaca a commanding compentive position
as a recruitment firm which understands

its engineenng chents’ traditional business
models, but which can also source the
recently emerging and nascent technology
skt sets these customers row need. From
factory automation to autcnomous cars,

we are identfying data scientists angd Al
developors for our trad:tional CEMs and
supply chain chents, These clients often need
a recruitment irtermediary, such as Gattaca,
to help them atiract technology canchdates
who may not see such companias as
cutting-edge employers in the digital age.

Move up the value chain

Our Solutions business, relaunched during
the year, is emblematic of our move up the
value chain. Gattaca 1s increasingly securing
agreements to provide services to clients
which move beyond a basic recruitment
offering. The Gattaca brand enables us to
position ourselves not just as experts 1N
finding niche talent, but as HR and consulting
specialists that can help ocur cllents Improve
how they conduct their business, not just
how they recruit, We offer a wide range of
consulting services, outscurced workforce
solubions and - on a carefully controlled basis
- delivery of cutcorme-based statements of
work. These are based on collaborating with
our chents to address their needs, support
their success and improve the efficiency of
their resourcing models. As an example, we
have developed a respected expertise In first
attracting, then engaging and retamning our
own staff internally. We are now taking that
expearience and capability out to market,
working witn our clients to improve theirr
employer brand and the value proposition
they offer to potential and existing staff.

We have also made great progress in
deepening our relationship with Gattaca's
key clients. Dunng the year, we invested in
additional business development and account
management resource. This contributed to
anincrease in the NFI generated by our
major clients during the year. which will be
annualised going forward, Add tionally,

we launched a key account development
programme, working across our brands,
service ines and regions. Qur aim s to build
deeper and stronger relaticnships with cur
major clients. This s showing early signs of
success, with 11 targeted clients moving Into
our top 50 customers by value as a rasuit of
thus ibative.

Think global

We have restructured our businesses
Internationally, creating Regional Managing
Director roles in the Americas and Asia
wnich has led to greater focus and
collaboration between the offices -n our
network. During the vear we also installed
new management in the MEA region.

Such s the importance we place on cur
international excansion that both Regional
Managing Directors report directly to the
Group Cmef Executive. We have rolled out
the Matchtech brand in many countries
and have enjoyed rapid success, In Asia

In particular. We have segmented the
technology businesses in recognition of the
fact that our clients” most acute recruitment
needs are In sk lls-short niche markets,

We have identified the OS5/BSS and R&D
functions of our long-stancing telecoms
clients as an cpportunity for us to form

an even stronger relationsbip with them.

Taking advantage of our internationat
footprint, we are now positioned to work on
many o° our global chients major regional
recruitment projects. Last year we reported
on the pan-Eurcpean managed service
programme (MSP) won with Unisys under
which we supply all the company’s contract
staff requirements across BEurope. As part of
the fulfilmant of this contract we established
new cperations In Spain and Germany during
the year ard these have now evolved to
become sales operations in their own rngh:.
Whilst these are both at early stages of
development, with low headczunt ard no
major long-term cost commitment, thoy
reprasent a cantinuation of the cortrolled
international roil-out of our brands, further
reducing our dependence on tne UK market,
On the back of the success of this agreement,
Urisys awarded us additional work last year.
N two recruitment process outscurcing (RPC)
contracts to supply permanent staff.

www.gattacaplc.com



Chief Executive Officer’s Review continued

We are diversify'ng and growing our
international chent base through our
permanent recruitment service, which grew by
7% (constant currency) internationally vear on
yearin 2017, Success in permanent recruitment
is a groven entry strategy. leading to
opportunities to provide contract recruitment
services (and therr associated recurring
revenues) in markets where the contract
opportunity 15 large, as n North America.

In the USA, we have now diversified from
four major clients at the time of acguiring
Neatworkers in April 2015, to more than 50,
with plans for furtner substantial increases.
While permanent NF| drove our growth in
2077, our focus on aguality contract business
15 now alse bearing fruit. We are continuing
o grow our Dallas office. This base location
will support the sales resource we recently
added in the Austin area, taking advantage
of its position as a tech hub and growing

our presence in the Texas market. Thig
arrangement mirrars the development of our
UK business, where our Whiteley head office
supports other operations around the country.

The macrceconamic trends In our international
markets are positive and we are servicing
major engineering projects around the globe.

Getting in shape

We aim to attract and retain the best
comsultants, working towards replicating the
high-engagement, high-productivity model
crigmally developed by Matchtech in the
UK, which has led to our long track record
of igh conversion ratlas. 7o help achieve
this in our international offices, wa have
taken more space. fitted out to a higher
standard than s the norm for the
recruitment industry and with a consistent
branding and look across the network,

To better support the development of

our international businesses, we have also
increased our Group Support headcount to
faciltate our controlled growth overseas.

Since staff costs represent 80% of our
overhead, we contmue to flex headcount
0 ine with market cpportunity, adjusting
our cost base inline with the economic
situation. During 2017, we reduced UK
headcount shghtly while iIncreasing staff
numibers internationally. Motwithstanding
the shight increase in our Group Support
headcount during the year, to better
support this future international growth,
we continue to target improving the fee
earner to non-fee earner split from 71.29
at July 2017 to towards 75:25 by July 2018,
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We ara continuing to invest m front-office
and back-office systems as wea eguip
ourselves to run a truly internatronal
business. We are making good progress
on implementing cne Finance and HR
information system globally, and we have
identified a new customer relationship
management (CRM) system with plans
to roll it out across the bus ness. These
are steady, considered investments and
are part of our continuing programme of
upgrading our capability.

During the year, we launched the Gatraca
website, complementing the improved
Matchtech and Networkers websites
introduced n 2016. Cur customers can now
access the range of services we provide
across the Group, including those of Gattacs
Seclutions. We are now able to advertise our
internal staff requirements arcund the world,
leading to a more censistent candidate
experience and the development of Gattaca
as an international employer brand. In
combination with our social media activity,
this effort is paying off, with Gattaca now
one of the highast rated recruitment
businesses on Glassdoor (the global
employer review site) and with five star
reviews of our employer brand on Facebook.

Outlook

We will continue to position the Group to
maxirmse growth opgertunties pothin
the UK and internationally. We believe
the investments we have made dunng
the year, will deliver good returns in 2018
ana beyond. We are now well placed
strategically to take advantage of the
ncreasing convergenca between the
engineerng, IT and telecoms skill sets,
anad to grase the opportunities presentad
by infrastructure investment commitments
around the world, particularly those
made by the UK and US Governments.

While we continue to monitor uncertamty in
the wider econamy, we will Invest selectively
N strengthening the business to support
our medium and longer-term performance,

’
Brian Wilkinson
Chuef Executive QOfficer



Our Business Model

Our business model

Investment
proposition

We believe the following factors combine
to create a compelling proposition:

Geographical distribution

While continuing to grow our UK business,
we am to increase the proportion of overall
business contributed by overseas markets.
This reduces our dependence on any

one region.

Sector distribution

We airm to have a talanced distrbution
between engineering and technology.

Beth sectors offer significant growth
opportunities; presence n gacn provides
greater resilience to downward trends in
either seztor; and presence in both sectors
helps us exptoit the Increasing convergence
af the two.

Strategic Report
Governance
Financial Statements

Managed services development

We aim o increase the proportion of Group
overall business provided by our Solutions
business unit. This iIncludes MSPs and
recruttment process outsourcing, as wel

as HR consultancy services and project-
focused recruitmenrt needs. Agreements in
these areas typically last for over five years,
providing us greater visibility of earnings

as well as enhanced customer loyalty

and retenticn,

Contract versus permanent recruitment
We aim to flex our blend of income that
comes from contract and permanent
recruitment through the cycle. Contract
provides greater revenue predictability.
Permanent income, though maore volatile,
1s higher margin and gererates cash.

Business model

Nat Fee Income (NFI[) Contribution Distribution

Shareholder Value
Resilient
Recurring

Market Leading
High Conversion

70% UK!

62% Engineering

20% Solutions 55% PSL/Framework

75% Contract

Established

Specialist

includes overseas NFI gererated from the LK

25% Contingency

30% Overseas'

Shareholder Value
International

38% Technology

Higher Margin
Growth Potential
Cash Generative

25% Permanent

Balanced

www.gattacaplc.com 1



Strategy in Action

(11

1. Sharpen Due to the ever evolving and
converging technologies within
our fOCUS the telecoms landscape, we
. , o undertook extensive research to
We focus on the engineening and technology sectors. This focus on the Ski"S that Wi" be in

clarity on these sectors and skl sets is what differentiates

us from our competitors. Within each of our brands. our high demand. This has enabled
cansultants are specialists i their markets and can consult -

and adv'se with confidence. We know from research that our recruitment CO"SUltantS to
our cﬁ_\ents and candidates want to work with a speciabst concentrate on hiring SPECiﬁC
recruiter; someone with valuable knowledge ard expertise. - - . -
who can understand their chatlenges. This, in turn, halps our SK‘“ sets, ensunng a SpECIahSt

consultants build long-term relationships. approach and pI’OViding a better
> Acquiring RSL enhances our specialism in rail. power service to candidates and clients.

and the built environment, Improves our signalling 9y
and rall safety capability, and positions us 1o take
advantage of international rail infrastructure investment,
Y we are replicating the specialist nature of our
engneering business in our technology business,
restructuring our teict business to focus on key
niches, and targeting growth in technclogy areas
such as cyber security and data scignce.
Y We are well posittoned to take advantage of the
convergeance In engineering and technology.
We are the only major firm to speciabse only
in both, resulting in Engineering Technology
becoming the Group’s fastest-growing business.

Saul Penhallow - London
Communrications Divisional Director
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2. Move up py

Consistent with Group goals,

the value chain our Americas team continues

to specialise. A particular
Moving up the value chain means bullding relat:onships
o we become a trusted long-term partaer to cur chents. Strength Of ours has been the

Arcund 75% of our business comes from clients who have recruitment of software sales
appointed uws on their framewcrk or prefarred suppher lists professionals; thiS burgeoning

(PSLs), as they value our service. Cne-off business is

profitable, and useful for opening markets or relanionshios,  @rea is a great asset as these
i redic Ne) i r ol =
but s less predictable. Cur clients draw cn our experignce professmnals can make or

for finding scarce, professional candidates in miche skill

areas, and placing valued, key indivicuals who are break the success of our
srategically important to thelr business, This also leads c"ents, Strategies.

to a demand for solutions we can tailor to our clients’
recruitment anc peocole management needs and we can ,,
structure our pricing accordingly.

Matt Evelt - Dallas
Managing Director - The Amernicas

Professional

- — Suiled Ang
profassional

WOrsers
— Sought-aftor Skilied
skill sets
— Hard to f.nd
TOSCUICes
Semi-Skilied
Graduate/Tramnee
— Core busingss = Value-added solutions
A Tafent Acquisition B.Talent Management C.Strategy &
- Workfroree Mat Consulting
: - reeplann ro - Comsalting
- Salecton & voathing ~ Taleptt Mapring - Creployoe Value
-G -beardng - Berchmark ng
w B A0 MAaTageiment
- Goyrtnance - Seocial media

Strategy




Strategy in Action continued

2.

14

Move up the value chain continued

Gattaca 15 now the brand with which wa take our
Solutions business to market. We prowide solutions to
cornrnon but stgnificant challenges tusinesses face

aevery day in finding, attracting, managing and retaimng
tatented people. These include enhancing the recruitment
processes, using new technclogy and improving the
candidate experience. In engineering and technolcgy,
these challenges are amplified by the talent shortage

in the market.

11

Y We are members of the Instutute for Collaborative Working,
a worldwigde organisation that helps businasses build and
develop effective, competitive business relationships. This
approach enables us 1o become a true pariner 1o our
clients. enabling us to help them achieve their business
goals. A recent example of this approach came with the
extension and expansion of our agreement with Ricardo.
We have recently secured a seven-year contract 1o be fully
accountahle for the full canardate experience across all
business units and types of recruitment.

Gattaca has buiit trust with us over the years
and we have confidence that their continued

i3

CEQ, Ricardo

support will enable us to succeed in our
strategic objectives, thus delivering value to
our own shareholders as well as Gattaca’s.

Dave Shemmans - Shoreham

RICARDO
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3. Think global

Many of our clients are global businesses locking for
specialist help on a broader scale, With our international
network and experience in placing candidates in over 100
coJntries, we are able to support them wherever they are.
With 15 offices 1in 12 countries, we focus on emerging and
fast-growing markets, draw . ng on cur experience and
rechcating tha culture and skills that have served us well
to this paint. Srmilarly, we can help the arowing number
of professionals lookirg for ;ob opportunities abroad. Our
research shows that 54% of technology professionals and
49% of engineering professionals wolld consider moving
abroad at some point in ther career.

Since acquir ng Networkers we have added to or changed
management revery country and region. with new
leadership in the MEA region this year complemanting the
intraduction of the Regional Managing Directors to the
Americas and Asia last year Also in 2017 we appointed our
first Global Account Director, based in Ching and dedicated
to helping s and our largest client maximise mutual
opportunities, We continue 1o invest in growing our
international sales headcount. with a 38% and 21% increase in
the Americas and Asia respectively fast vear. This s driving
the growth in these regions reported elsewhere in this repart.
We are particularly pleased by the rapid development of our
Matchtech brand in Asia, where we now have substantial
eng:neering recruitment sales teams in both Malaysia and
China from a standing start.

(11

At the start of 2017 we began
developing the Matchtech brand
in China. Starting from scratch and
focusing on various engineering
sectors, from automotive and rail
to aero and energy, the team is
starting to see real success,
working with some key players
in those markets and gaining
positions on PSLs.

33

Cherry L1 - Beying
Head of Engineering

www.gattacaplc.com 15



Key Performance Indicators

Measuring our performance

Net fee income (NFI)' (Em}

Revenue (Em)
617.6

13 14 15 16

Profit before tax (Em)

15
A
99
L ] e e e
13 14 15 16

Adjusted profit from
operations? (Em} 2.5

7.3
13.6
105
S —
13 14 15 16
Notes

642 .4
54.8
45.0
35.4
17 13 14 15
Basic EPS {p)
370
520 21.0
11.5 [ ]
17 3 14 18
Net debt (Em)
17.4 23.8
10.5
3
17 3 14 15

73_@ 747
B 17
327
23.4
% a7
40.3
25.0
16 17

Profit from operations (Em)

151

28 124

10.5

aL
|
|
l

Diluted EPS (p)

350
30.7 g 21O
A I O
13 14 15 6

Dividend per share {p)

200
18.0
= 7 ou W

1T Net fee mcome s calculated as revenue less conwaclar payrofl costs and s disclused as gross profit on the mcorne staternent.
2 Adusted results exclude acguisition costs of £0 2m (2016 £ni. non-recurrirg costs of £1 5m (2016 €2 A and ammortisauon of acqused

intangibles af £3.1m (2016 £3.7m) See Naote 25 to the Fmaneial Stararnents far further detail
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Risk Management
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Risk management and control

11

The effective
day-to-day
management

of its risks

is delivered
through the way
we do business
and through

our culture.

7

Our risk model

The Board believes that effective risk
rmanagemeant and a3 sound control
anvironment are essertial for us
deliver our strategic priorities.

wWhilst the ultimate responsibility for risk
management rests with the Board, the
effective day-to-day management of
risks 1s delivered through the way we

do busingss and through our culture,

We believe that the effective management of
risk should be delivered through a mix of ‘top
down’ {which collates executive management
ang Board views of key risks) and 'bottom
up' (which collates the views of the business
functions on risks In tneir area) approaches.

QOur internal resources are supported by
strategic partners who are able to provide
specialist advice across multiple junisdictions,

Trne Group aims o be risk aware, but not
overly risk averse. We recognise that to
achieve our objectives we will take on
certain risks, but should do so Inan
informed manner such that:

> the level of nisk is consistent with the
potential rewards; and

> the impact, should the risk materialise,
can ba managed or absorbed.

We are averse to risks that could

> negatively affect the safety of our staff,
clients or contractors;

¥ negatively affect our reputation;

> lead to breaches of legal or reguiatory
requiraments; or

> endanger the future existence of
the business.

Further detall 1s set out i1 the
Corporate Governance Statement.

Board

The Board of Directors meets frequently. It incorporates the
consideration of risks as a part of its decision making process.

Executive leadership
Executive management regularly
reviews the risks to the business

and reports to the Board.

Risk management

Strategies to mitigate key risks and
their potential impact on the Group
are regularly discussed and reviewed
by the Board and the Executive.

Audit Committee
Reviews the effectiveness of the
Group's internal control procedures
and risk management systems.

Read more on pages 40 to 43.

www.gattacaplc.com 7



Our Principal Risks and Uncertainties

Effective risk management

The Corporate Governance section describes in detall how the Group manages its risk from the Group Board level via

its respective sub-committees and throughout the organisation. Further details can be found on pages 29 to 63. The table
below details each principal risk, those aspects that would be impacted were the risk to materialise, our assessment of the
current status of the risk, and how the Group mitigates it.

Financial
Risk Mitigation Status
Financing > We maintain a strong balance sheet with servicaable levels of debt.

Failure to secure adeguale firancing. whether to
fund expansion or trading or to finance a bad debt,
would have a material effect on resulis. The level
of contract margins, NFf conversion, the terms

on which we pay and are paid, contract versus
permanent balance and the speed of growth

ali affect the Group's ability 1o generate cash.

Foreign exchange

Trading across interrational borders raises the risk
of foreign exchange differences between trading
currencies, in terms of both cash and translated

results. Followmg the EU referendum m the UK, there

has been increased volatility in the value of GBP.

Y The Group has financing facihives of £105m comprising a £75m invoiced e

financing facihty and a £30m revolving credit facity, both comm:tted
until Cctober 2020.

We hold regular discussions to ensure we have our bank’s backing to
fund strategic plans.

We have procedures to check the creditworthiness of new clients with
external agencias, regularly ~eviewing credit hmits.

The Group has a diverse mix of clients anag s rot linarcially dependent

on any single client.

For sales dencminated in foreign currency, the Group seeks to ensure
associated direct costs are denominated in the same currency.

The Group monmitors the gap in assets and habilities dencminated in foreign
currencies required to be translated intc GBP at the balance sheet exchange
rate. Where the risk is considered to be sign-ficant, the Group will enter into
a forward exchange contract with a reputable bank.

The Group regularly exchanges surplus foreign currency to minimise the gap
in assets and liabilities denominated in foreign currency.

Market

Mitigation

Status

Risk

Economic environment
There is 3 correlation between the economic
conditions of the countries in which we cperate and

the levet of chent and candidate confidence, affecung

the level of recruitment. Slowing economic growth
could impact our ability 1o maintain and grow NFI,
either through reduced reguirements for temporary
staff, by encouraging chents not tc hire germanent
staff or by encouraging clients to adopt cheaper
delivery ogtions. Implementing a negotated Brexit

agreement has increased the level of uncertainty and,

therefore, risk as we enter the new financial year,

30% of the Group’s NFI is now generated in overseas terrtories,

thereby reducing the risk of rehance on any one marketplace.

Around 75% of the Group's NFl1s generated from recurring contract
business across a broad range of sectors and clients, leading to more
stable busiress streams.

We have a robust forecasting framewcrk and a programme of regular
reviews of cutcome compared e forecast, providing us with early warning
signals and enabling us to recalibrate as necessary.

Cur current presence within Europe)s not significant. Restrictions

on cross-border movement of labour would have limited impact.

Dependence on key clients

Too great a dependence on one or a few chents
may have a material adverse effact or the Groun’s
cash flow should the chent(s) cease to procure or
pay for services in a imely manner.

The Group has over 2,000 fee paving chents, with the largest chent only

representing 9% ot Group NFI.
The Group confinues to deliver its strategy to diversify its chent base

and the mix of its UK and international operations.

The Group's public sector funded NFI s denved from many par:s of the
public sector, with few large concentrations of contractors working on single
projects. Approximately three-quarrers of this public sector “Lnaed NFl s
generated with outsourced providers working on long-term contracts and
ongoeing Infrastructure projects.

%;iage of skilled candidates

The avalability of highly skilled/quality candidates is
essential to operating 'n niche/high margin markets:

where a shortage of skilled resources exists within
a market. increased competition can lead ta lower
margin business.

We differentiate from our competitors by focusing on niche sectors and
offerirg custormisable solutions on a global scale. Our consultants have
a narrow and deep focus and bulld strong relationships with ¢lients and
candidates alike. This specialist offering allows us te charge the nght
prices for quality service,

Competitive environment

The recruitment market 1s highly fragmented and
competition 1s intense, placing pressure on margin
and NFI. The mcreasing use of social media for
recrutment purposes and a trend towards
outsourced recruitment medels can alse mpact.
Further, the commercialisation of disruptive
technology or innovation could materially alter
the recruitment sactor by challenging the viability
of current business models and. therefora. the
abdity to sustain revenue and profits.

The Board and Executive regulariy meet to discuss and define a clear
vis-or of the geographies. sectors and skills we operate in, The Group
undertakes a regular client framework review, seeking to ensure it
min.meses the risk of losing clients to competitars,

The Group 1s focusing increasingly on exclusive arrangements

and new solutions.

Greater regulatory and compliance reguirerments in the recruitment
industry are increasingly bar<iers to entry.

The Board has established a Digital Advisory sutbb-Committee, which will
consioer the Company's response to the challenges and cpporturities
offered by digital transformation.

18 Gattaca plc Annual Report and Accounts 2017
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Relative severity

Change during
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the year

i

High Medium  Low Increased Stable Decreased
Operational
Risk Mitigation Status

Talent acquisition and retention

The Group's performance, operating results and
future growth depend on .{s ability to attrac:, train,
develop anc retain high performng ndividuals to
meet 1ts growth strategy. Failure to attract and
retain indiviciuals with Lthe right skill set may
adversely affect the Group's performance.

Systems and security

Faillure 0 ensure our technological infrastructure
ramans up to cate, functional and secure could
increasa the risk of secunty breaches and attacks,
ar aoverse effect on the Group's operat.ons, and
ar inability o technology systems to support the

Y Tre Group's remureration policy sets out that the overall remuneration
package should be syt ciently competitive to attract, retain and motivate
Executives and sen.or staff with the commercial excerierce to deliver

the Groun's strategy.

We oparate a succession pla~ning process and have 1in place talent
identification and development programmes,

The Group 15 placirg & greater “ocus on engaging and developing

talent, inclugirg through career development, traiming and

performance management.

> The Group s undertaking a review of its technology systems to seek

the most agprooriate platforms for the coming vears. We are carrying out
a program~e of enhancerments to wnorove or replace bus ness systems
(ncluding those that supcort customer relanonshic management, finance
and HR), acopting modern technology platforms to ensure scalability

and security.

busiress plan leading to a matenal impact or the > T-ie Board has established a Dig tal Adwisory sub-Co~mittee, which will

Group's financial results, whilst a loss of configdent al or consider the Company's response o the challenges and opportunities

competitive information can have an adverse impact offered by digital transfarmation.

on operations and the reputation of the Group. We continue to address our ongoing investment n cyber security. We take
a comgrehensive view of cyber security and, through the use of specialist
security serv ces, have regular peretration testing of secJrity measures to
rev.ew our resilience in light of the changes and threats we face.

Data processing/management > Procedures for handling and stonng sensitive, confidential and persenal

Trhe Grous works with confidential. sensitive and

perscnal data on a daly basis in muitiple  ursgctiors

under a variety of laws and regulations, The
introduction of the General Data Protection
Regulation (GDPR) will necessitate changes to our
collection and processing activities, and, whilst data
protection prircisles rema n largely unchanged, a
seripus gata complhiance faillure could expose the

data are in olace across the Group as part of 1Its Data Protection and IT
Systems Jsage policies and information security processes and procedures.
A project team s in place to ensure GDPR compliance.

Group to greater ootential legal, financial. operational

and reputrational risk than previously.

Business continuity
The loss of operating technclogy services from
one site can lead to a loss of business continuity.

> The Grous’s business continuity strategy includes a nighly resilient
infrastructura and conrectvity, We are progressing with a programme
to migrate all technology services to cloud-hosted solutions to remove
the reliance on local office hardware.

Regulatory and legislative env

ironment

Risk

Legal and regulatory obligations

Fallure to comply with laws or regulations can lead
to increasingly heavy fines/ penalties, The specialist
recruitment industry 1s governea by increasing levels
of regulation, which vary from country to counry
and market to market. This includes employment
laws or regulations specific to specialist business
sectors or tempcorary workers, which necessitate
pre-emplcyment checks and may Increase

Status

Mitigation

> The Group works closely with 1ts in-house {egal and co~phance team, I3

firancial and legal advisors ard recruitment goverming boches, such as the
Recruitment and Employment Confederation (REC) and the Association of
Prefessional Staffing Companies (APSCO), 1o ersure it is up to date on all
current and emearg-rg legrslative and regulatory changes to the markets

N whrich we operate.

Tax Management
Tre specialist recruitment industry operates within
a complex tax envirenment, at times w th multiple
actors across cotentially mulniple juriscictions, and
with tax authorities taking an increasingly ¢ hgent
and prescriptive approach to the apphization of tax
rules relating to different classes o emplovees and
waor<ers (such as the application of IR3S rules In the
UK, all of which may increase the Group's exposure
tor.sk A fallure to comply with tax regulations can
lead to increasingly heavy fines/ penalties,

Tre Board approved the Group's Tax Strategy in July 2017,
Tne Audit Committee provides governance and oversight of the Group's
tax risks

Tre Group works closely with its in-house and external tax and legal
advisers to ensure 1L1s up-to-date on all current and emerging statutory
and regulatory tax reguireents.

NN
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Performance Review

Positive performance across the business

11

The increased
use of customer
data has seen a
higher demand
for skills in data
science and
analytics.

33

UK Engineering

Ir the UK, the picture was gererally nasitive
with results varying across contract and
permanent, and in our iIrdJystry verticals as
mator projects and smitratives close or come
on line.

Our gerospace sector I1s growing as
manufacturers invest in and restructure
therr businesses, buoying the market In the
Airgus and Beeng supply chains The
automotive diviston was down 12% durnng
the course of the vear as, car-makers and
their suppliers aelayed non-essential
investment follow.ng the EU referendum.
However contract NFhincreased by 12% as
the demand for engineers rermained hugh,
with significant cpportunities in the electric
and alternative fuel vehicle sector. In our
maritime sector. we were rebuiding after a
number of projects completed leading to a
21% drop in NFL That said. the sector 1s now
growing in the UK, and with some major
naval projects underway in Barrow and
Glasgow, the outlook 1s more positive and
we expect a return to growth this year. The
next naval programme, Tvoesle frigate, wll
make use of other UK shipyards following
recommendations made in the National
Shipbuilding Strategy. and we are well
placed to support this. In marntime leisure,
the market was hoosted by exports,
resulting in large recruitrnent drives.

Infrastructure NFJ was down 5% following
changes within the market and in tax
treatment of public sector contractors
(IR35). Within the UK water sector the
suppely of civil, mechanical and electrical
discipline specialists into the major UK
capital gelivery water framewarks saw us
achieve 10% year-on-year NFI growth, This
reflacts a market coosted by AMPS a
five-year capital delivery pregramme whe'e
illions of pounds arg mvested nto the UK
water industry to maintain, improve and
butld upon the UK's current clean and
wasloewater infrastiucture Our rail busivess
went backwaras shialitly o e Loar

accounts 2017

ma nly due lo external ‘actors such as IR35
and markcl uncertainty which saw some
projects delayed or put on hald The core
design disciphnes in raif are where we have
seen the biggest negative impact. althoug~
confidence within the sector is slowly
returning. The buildings sector saw us
heavily impacted by the market's response
to Brexit and the smap general election.

A combination of these issues and a lack In
confidence from investors resulted n a 38%
drep in performance from the team year
on year. The market has now stabilised with
help from Middle Eastern and Far Eastern
investment and growth in the market 1s
being forecast into 2018, Within the highways
sector we saw a drop of 10% year onyaar m
the public sector where the negative imoacts
of HMRC legislztion changes were too big
for the private sector to cover, However, the
sector has responded and act vity within cur
public sector clients is improving, aiongside
high private sector investrment.

in our general engineernng division, positive
contract growth of 4% was offset by a
weaker performance in permarent
recruitment, and NF| reduced by 9%,
However, demand for manufactunng skills
on a temporary basis was consistently hign
particularly within the FMCG, consumer
electronics and defence sectors. Energy was
down 3%, but saw growth from transmission,
distribution and renewabie energy. Despite
delays at Hinkley Point C wa expect
reguirements to increase this yvear. The
converging engineering technology market,
where we supply software, electronics

and automatior specialists across our
engineerng sectors, was the stand-out
performer. with 19% year-on-year NF]
growth, This reflects both a buoyvant market,
and the iIncreasing shortage of these swils 1In
the K. The UK automotive technology
market. In particular, offers exciting
apportunities as

the hybrid electricat, connected car and
adtonomous dnving mar«ets evolve.

Our strong ties with the tracditional
|nginmeanng bhase 1< key to these openings.




Rarciay Meade, cur pro*ess.onal serv ¢es
crand, recruiting finarce, procurement,
sales and HR professionais. suffered 2

coor yvear with a year-on-year NFI decling
of 21%. The second half of the financral year
saw a much stronger performance from
crocurement, our largest department,

and we continue to ses high demand for
orocarement and sales professionals,
carticularly fro~ our engineering chents,

Aldarwood, which places trainers and
a558550rs with traiming providers throughout
the UK and the Middie Zast, suffered

a 4% year-on-year NF| drop, but t-e
mole~entation of the Apcrenticeship _evy
has led to the recent ucturn n business levels.

UK Technology

In the UK, there conbinues to be a sklls
shartage for |T devolopmaert staff as clients
laok to enhance their interral business
orocesses and ther orline presence. Ir
additicn, the growth .r fintech start-ups in
London and the South East is fueling the
demand for both contract and permanent
staff in the development market. Alongside
the demand for develooment staff,
crganisations are now 1nvesting heavily In
applications and software to gain a greater
nsight ints tharr markets and customer
crofiles. This s resulting in increased demand
for skills in areas such as data science and
data analytics. The next stage i the
orogression of the use by our clients of data
and algonthms will see the moreased use of
Al and robotics to drive precess and cost
efficiencies. We are therafore making carly
stage invastmenss in this area in order o
cevelop cancidate pools with which to
suppaort our ¢l ents’ growth in these

newer technologies.
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With the shifr in strategy from a rumber

of our telecoms clients to diversify ther
business away from their roots as traditional
vandors, we are seeing increased demand in
skills reguired 1o sdpport the growth of the
Internet of Things. There has aiso heen a
largs nomocer of start-up crganisations
developirg producis 1n this area ana we are
supporting these new clients by supclying
not anly relevant technology skills burt also
sales professionals to enable them ~o bulld
their busingsses, The area of rechnology
sates 1s proving lucrative across our
technology landscape and we are investing
nto this area to complement cur technology
service offering, Whilst this area 1s nascent,
we are sesing encouraging imtial results,

Since the introduction of changes in the
treatment of taxes for contractors in the
oubhc sector in Apnl 2017, we bave seen
areduction in our public secter contractor
numbers of 35%. To lassen the impact in
this area. we have diversified into offering
permanent resourcing in the public sector
market, coupled with providing statement
of work solut ons to our cliert base.

With the move to more cloud-cased ERP
solutions, we are exgeniencing fewer large
irmplementations of products such as Oracle
and SAP feadmyg Lo a reductior in demana
for contract stalf. 1o counter this reduction,
we have reahigned our product offering
with other areas within the cloud market
inciuding by focusing on semior architecture
staff as well as specialising in provioing
resource Inapphcation markets such

as salesforce,

International

During the year we established a prasence In
Mun.ch to take advantage of the opporcuntties
we see in Germany. Bavaria 1s the centre of
European engimeenng business, particularly
for automotive and aerospace clients and
their supply chamns. In addition to these two
sectors we are focusing on engineearing
rechnology and infrastructure for Matchtech.
Networkers, maanwhile 1s targeling cloud,
securnty and ERE.
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Networkers 1s now operating in Madrid
wheare we are focusing on permanent

and contract roles across bank technotogy.
SAP and supporting the Urisys account.
We have alsc invested in developing a
Communications team focusing on cloud
and security, and reinforcing our fintech
vertical, working with four of the top 10
banks in Spaimn.

In the Americas. engineering grew by 38%,
and in the USA saw growth of 96% vear on
year, serving a much more diversified clrent
hasa within the construction and automotive
sectors. The adoption of alternative energy
sources In the USA shows no signs of
relenting, and with power being our central
offering, we wiil continue tc see growth

In this area. The oif and gas industry

1s gradually improving in the Americas,
and the large multinationals are recruiting
optimisation engineers to reduce the ¢cost
of production at existing sites. This is good
for our targeted expansion in Houston and
the wider Texas market. Infrastructure and
construction projects are strong in the
Dallas market. We expact the addition of

a manufacturing divisicn in the USA and

a constructon dvisien in Mexico to have

a significant impact in the coming year.
We are noticing engineering technology
convergence in the utiities industry as
companies ook to deploy low-latency
telecoms networks internally,

Within technology, a shortage of software
sales executives has led to a huge drive by
rechnclogy companies 1o acquire the best.
We have exclusive agreements with three
such clients across the Americas. The
telecoms business saw a considerable
upswing in the second half of the vear driven
by 4G densification efforts by the big four
operators. We expect this to continue as
operators prepare therr networks for 5G
deployment. Fintech cantinues to explode,
and we are ideally positioned to take
advantage of this with offices in Toronto and
Mexico City, two of the three largest financial
hubs in North Ame~ica. Ir Latin America,
huge 45 depioyments and new market
entrants are behind growth in the telco
sector. and our global relationships with
large vendors such as Huawei and Nok.a
have us well positioned to take advantaga.
Permanent recruitment in the USA was

up 157% year on year, with permanent
recruitment in IT in Mexico also rising.

In Asia, we grew engineering NF| 36% year
on year. We invested heawvily during 2017,
specifically to take advartage of supplying
specialist talent to large infrastructure
projects in Asia Pacific, particularly Malaysia,
coth inupgrad.ng rald and roads, and in new
bulld projects. There were alsc key metro
projects in Australia. We launched the
Matchtech brand across China, and in
addition to infrastructure growth, we
sccured key client wins in the automotive
sector, with fast-growing companies
producing high performance electrc
vehicles. We will continue to invest to
support cur growing client base, and having
placed several strategic positions, we are
focusing on securnng more retained work

at Board level. We also made investments

N managerial talent and anticicate growth
will come during 2018,

Africa had a challenging year with a drop in
NF! of 24% with a poor pohtical and economic
sttuation. Qur Infrastructure team has,
however, shown solid growth, and the outloox
Is promising here as the continent generally 1s
looking to develop infrastructure as the key te
unlocking economic growth. Pressure from
our bigger communications contraciing
chents raduced margms. However, the IT team
has seen growth of 5% 1in NFI, with the key
focus being on fintech, where we expect to
henefit from regicnal market growth.

In the Middle East, our largest market is
construction, much of 1t for Expo 2020 in
Dubal, Rail1s 2 growth market this year with
the Loha Metro, with the Riyadh Metro 1o
come and further potential opportunities

in Oman and Kuwait, We are also expecting
maore work in stadha and infrastructure with
the lead up o Qatar's FIFA World Cup 2022,
In additton, more governments are planning
ranawable energy projects, and we also
expect growth from the large ruclear plant
bemg butlt in Abu Dhabi, We irtroduced
cyber security and cloud services into Duban
and we expect these markets to grow in the
region, We also introduced ERP, which is a
big market in the Middle Fast.
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Our People

The heart of our business
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We support

the business

by providing
training that will
lead to success.

3

Paul Webb - London
Training Specialist

Qur people strategy

“he past year has beer very much ong

ot planming ahead to develop a ceople
strategy for our axpanding Grougo. We have
ceen devaloping a new Employer Value
Frocositon (EVR) laurching soor across
the Sroup, starung ntre UK Qur amas (o
oo thoicading amployer brand in our sector,
cudged by industry acknowlsdgement,
award and reccgnition, We nave been
consinerng what the successful recruitmens
consultant of 2020 will lock ke and so are
setting aurselves up in the corming years o
attract them.

Creating a workforce for the future

“he growth of the Group through
acquisition and integrat on has signalled

3 new agpproach, recognising we need "0
supporl staff at all stages of their career.
We have doucled ocur Learning and
Cevelopment team and reramed .t The
Talent and Performance Development team.
Cur people development now starts before
gnyone even joins the cusiness. This is
“ollowed by an ingucticn plus - for sales
staff - a five-day sales acazemy, which s
the first stec in therr developrment jourmey
with us, We support this with one-to-one
coaching, at-desk support and bespoke
raining sessions based on the consultant's
role. We have extanded our tramn ng 1nto our
ntermnaticnal offices, broadened our delivery
of traiming to all levels of the business
ncluding sales and support staff, and
mplemented a number of rew training
nitiatives to help realise the full potertial

of our employees.

Realising potential

W nave mcreased average maontaly trainimg
to 96 classroom traimng hours and have
selivereo £8 cra-ro-cne sessions and 59
des«< coach rg hours on zverage each

“h. Thiz rearesents a 13€% ncrease from
last vear. Two major frairing programmes
Fave been developed ard maolemented this
vear - the Hign Performers programmTe
Cotoviaindg taldorea coaca g dehverad
WUTKS IO SOESIONS A0d B g CnE-To-Ine
Py and tno Risie g Stars programnme
spinke traring for staff woo hayns nenn

et as “utdre starsy, Both rocaiven
excallers feedbhacx aqd provide net aaly
ar,advances sales sramicg glat orm, Dut

roeward andt moet vats
S LOr o rale from

slee areteaton tzob o

afr Serformrers

Team _sadar postons,
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Career paths

As part of our work, we identifiad the need
to develop and introcduce Gattaca career
paths. These gtve our staff a clearer
understanding of how they can develop and
prodarass with us. This “ollowed feadback
from our 20°€ employee ergagement s.rvay,
which showad that some responcents were
unaware of career progressicn oppoert.n ties.
while sthers felt we were not ~eening thair
career development aspirations.

We have spht the sales career path into
three routes. with staff starting on the ‘core’
route, before choosing whether to take tne
‘management’ or ‘billing' route. Similarly, we
have redesigned our career paths for our
Group Support staff. wro can choose to
progress fram the ‘core’ route either into
maragement or INto special sing by taking
profess onal qualifications. We also have

a career path into the various Gattaca
Soiutions offerings. Having such a vanety
of carecr paths enables Us to encourage
people to stay wiitbm the Group.

We are extremely proud trat in the last 12
months we have reduced overall voluntary
staff turnover from 27% to 21%, and from exit
interview data we see a strong correlaticn
wth the career paths intiative, as fewer
people are leaving for carcer progression,

Appraisals

Wea are raviewing our appraisal process to
ensure we are making the most of tre time
our managers spend on a gne-te-one with
therr tear. This year our new compelency
frameworks, which ident fy promotional
critena for each job fam |y, are great tools
for managers a~d employees to focus their
conversations more on tme future and skills
development than on the past. Alongside
thhs, we have introduced 260-degree
feedback for oLr managers, to provide
impartal and aronymous information to
hels highl ght areas for improvement.

Improving team communication skills
Another business challerge we have faced
15 the way we communicate as leaders and
teams. We have invested In six people to
enable them to beccme trainers and
assassars for Strength Deployment
[~ventory training. This s essentially about
improving personal and team strengths, and
thirk ng about how we use them to acdress
cur business neeogs. It shows how to boild
relationshins with ezch other ta improve
collaboration and effectiveness, and how
o bueld relationships witk candidates ana
clients to Increase engagement with them,
Caollaborative relat-onships ars the key to
effective teams, which 1= what we want o
bulld throughout the entire organisation.
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The intranet is
a great tool for
sharing global
stories across
the business.
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Jack Kirby - Bubai
Senior Recruitrment
Consultant

Our culture and values

Our values reflect our ambition and shape
who we are. But rmore i portantly. they have
been developed £y our people for our people
- the result of workshops we ran to determine
our values. They uncerpin everything we do:

Be inspiring

Without amb tion, we would not achieve
anything. We strive to set an example in
everything we do and aim to make a positive
difference 10 everyone we work with,

Love your job

Working nrecruitment, we know how
important it is to find a job you love, We
enjoy the work we do and have fun with
the peogle we work with, including our
colleagues, our candidates and cur chents.

Take pride

We encourage gach other 10 be the best we
can be so we car continually improve the
service we provide. By adopting a teracious
approach and being accountable for
everything we do. we car have passion

in our work and share i our successes,

In our staff survey 79% of respondents said
they would recommend us as an employer
to friends and family. In fact, 94 new staff
came through friends and farily referrals in

2017, and 87 of those people are still with us.

¢ Annual Rep

Company-wide collaboration

Cur company-wide intrenet, Pulse,

s an incredibly useful toof and asset

to the business. Bafore launcih we had
separate INtrarets across the busness
anc it was vory difficul te share
SUCCoss consistently. Sirce “ulse’s

1 plementation,  has become very
easy to capture and share key activities
rews stores and sUccasses across the
busness, frem arcund al. our locations.
Our purpose I1s to angage our staff
dehght our chients and promote our
candidates. We use Fulse t¢ higtlight
successes across the business; how an
amzcloyee delivers an excellert service to
delght a client ar promote 8 candidate
well. We share the how ard not just
the “what’, 30 beast praciice 1s sharey
amaongst emplovecss and thus drives
enaagement veth staft as tney are
positicned 25 thhught leaders
amongst their peers and receive
recognition from the business.

ts 2017

Diversity

We are «een to support employees who
start their own diversity imitiatives in the
waorkplace, or who introduce established
inttiatives from arcund the businass world.
Two of these are Lean In and Girls in Tech,

Lean Inis a ron-profit crgamsation and
online community set up to help women
ach eve their ambitions. through networks
called ‘circles’. Lean In circles are small
aroups of professionals who rmeet regularly
1o share ideas. Lean In has been going for
over five years. and now has 33,000 circles
in 150 different countries. We now have one
at Gattaca.

Networkers has teamed up with the Dallas
chapter of Girls iIn Tech. a global non-profit
organisauon thar engagses educates and
ermpowers g rls and women who are
Interested on technotogy. As women

are under-represented ir almost svery
technology field, we are partnering with Girls
in Tech to try to adaress thes 1ssue and ralse
the profile of gender drivers ty in technology.

Improved collaboration through

our new intranet

Part of the work we are doing to establish
common | T systems across the Group has
alse seen major invastment In our new
intranet, Pulse, which launchad in March
2007, Pulse is not only a fundamental
business communication tool. it also helps
stimulate collaboration through sharing
ideas and successes,

Dunng the year, as we developed Pulse, we
recruited ‘Intranet Champions' from around
the Company, including our international
offices and matn support functions.
resconsible for building their own content
areas within Pulse. The intranet project team
supported therm, while ensuring consistency
across the site. The homepage covers
overall Group rews, while local news areas
capture the latest stornies in each reg on.
We have seen excellent take-up everywhers
with 968% of staff logging in during the firs-
manth, These statistics have remamed
consistently hiah since,



Responsible Employer

Engaging with our employees is
fundamental to the Group’s purpose

Qur agproach to doing business underpins
cur abilty to achieve our Group strategy, and
creates value over the long term. We operate
responsibly, and consider the impact on the
people around us when making decisions.
This approach 1s an essential part of how we
attract, engage and retain our workforce,
and build leng-lasting relat.onships with our
clients, candizates and local communities.
There are four cillars to cur sustainabihty
strategy: workforce, community,
anvironment and marketplace.

Workforce

Fngaging with our employees s
fundamental to our Group's pJrpose.

In 2017, using the results of our emoloyee
engagement surveay, we started the first
phase towards launching our EVP. We have
called this the Gattaca Deal and 1t represents
both the value our employees bring to the
Greup and the value they will get in return.
We have dentified the core pillars of our
value proposit-on ard have committeo

to continually develep thern, involving
employees across all grades and tenures.
We are launchang it to our employees in 2017
and are passionate about it being owned
by the staff so they feel they can make
their mark on Gattaca. We identified that
managers are key 1o an engaged and hugh
performing workforce and to the success
of the Gattaca Deal, and 50 we have been
Investing in our management development.

We are keen o encourage a culture of
personal development, supporting employees
in achieving therr career aims within the
Group. This 1s important to us, and sc
developing people’s careers 1s a fundamental
part of our talent management strategy.

Finally, the safety of each inchividual 1s
paramount, We have revised our Cnisis
and Incident Management framework
and erhanced our processes to ensure
a more collaoorative approach where
people share tneir experiences of safety
issues. We nave successfully ach eved a
reassessment of CHSAS 180012007,

Community

By tradition, we encourage employees

to engage with their local commuruties.
Fach of our brands has a Corporate

Social Responsibtity (CSR) com~—ittee
that supports commun ty projects chosen
by employees. In 2017, we raised £24,000
for our chosen charities. Examples include:

Y ateam of 109 staff enteri~g the London
JP Morgan Chase run;

> celebrating 10 years of our partrership
with Friends of PICU, which supports
the Paediatric Intensive Care Unit at
Scuthampton General Hospital. We are

very proud to have helped te raise over
£150k to support critically 1l local
children and their families; and

> In South Africa we recogrise the neeg for
assisting our focal communities, halping
the vulnerable, differently abled and
those from a previously disadvantaged
background. wWe paid for six tursaries for
previously disadvartaged candidates,

Environment

We are continually managing to reduce our
environmental impact and, during 217, have
updated the ighting ara bollers in our UK
officas with the aim of reducing our enargy use
by as rruch as 20%. In addition, we successfully
ach-aved the relocation of our London office
and upgrades to our furniture, with no landfill
used for redundant furniture ard fixtures.

We have successfully had our Environmental
Management System reassessed to achieve
SO 14001:2015. We review our environmental
objectives periodically. for effectivengss. We
continue to target CO, emission reductions
through our Company Car polcy. and also
rmake improvements in technology to
support effective virtual meetngs.

Marketplace

As a busiress we have always had a keen
focus on long-term client relationships,
which has lea to irnovation and an
expansion of skills, services and
geographies. We have invested In an
enlarged client solutions and business
development function in the last 24 months,
to enable us to better understand client
acals, what suppart they require and how
they seex to acquire this. In addition, we
have corducted research to understand the
chent market n order to buld out our key
sarvice offerings. The results of this have
influenced our market objectives.

This year we conducted a study with our
candidates about what they would ke from a
recruitment website and nad an gutstandirg
response. We then used this research tc bulld
new imnovative websites that attract both
active and passive cand dates. We have done
this through utilising Al technology similar to
tnat used by Amazon to help personalise a
user's excerience on our site, as well as 2
robust content marketing strategy to attract
passive candidates through specialist news
ard projects in their sector.

We continue to innovate digitally and are
currently buillding new microsites, enabling
us to promote featured projects, clients and
campalgns. This addresses cancidate
feedback requesting more informat:on
regarding opportun ties a=d supports ou-
marketing campa.gns to attract and engage
potential candidates.
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We are keen
to encourage
a culture of
personal
development,
supporting
employees

in achieving
their career
aims within
the Group.

3

Jennie Mead
HR Director

www.gattacaplc.com
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Chief Financial Officer’s Report

Investing in global support systems and services
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We have begun
a process to
improve rigour
and focus in
our approach.

33

Salar Farzad
Chief Financial Cfficer

Performance

Revenue of £642.4m (2016 £617.6m)
generated NF) of £74.7m (2016, £73.0m).
We achieved contract NFl of £56.4m
(2018 £53.9m) at a margin of 3.0%
(Z016: 9.0%), and permanrent recruitment
fees were £18 3m (2016: £13.1m).

Gross margins were 11.6% (2016, 11.8%), the
shght decline being due to the higher mix of
contract NFl comparaed with last year (ZO17:
76% 24%, 2016 74%:26% reported basis).

Profit from operations of £12.7m was down
16% (2016 £15.1m). Finance 'ncome was less
than £0.1m (2016: £1.0m); the reduction was
primarily due to significant Sterling exchange
rate fluctuations in 2016, immediately after
the EU referendum in June 2016, rot being
seen in 2017. Finance expenses were £1.2m
(2016: £1.1m) driven by the comparative level
of average debt each year. Combined, these
led to a decrease m profit befare tax of 24%,
to £11.5m (2016 £15.3m).

On an underlying basis, excluding both
£1.6m (2016 £2.4m) of non-recurring costs
and £3.1m {2016 £3.7m) of amortisation

of acquired intangibies and excluding
discontinued operations from 2016 resuits,
profit from aperations was down 19% to
£17.4m (2018, £21.4m), On the same basis,
after deduction of £1.2m net finance costs
(2016: £nil), adjusted profit cefore tax was
£16.2m (2016 £20.4m),

Statutory profit after tax of £7.3m
(2076 £9.9m) was down 26%.

Excluoing amortisation of intangibles,
non-recurring items and the impact of
acawsitions and discontinued businesses,
administrative expenses were £54.7m (2016
£50.8m). Of the £3.9m increase, £1.6m was
due to the impact of currency translation
on cur international cost base, with weaker
Sterling exchange rates seen in FY17
compared with the prior year. The remaining
£2.3m of this additional spending
represented a conscious decision by

the Board to invest n cur people and
infrastructure, despite a difficult trading
environment. Our international sales staff
costs rose by £1.3m, as we invested heawily
to capitalise on the ocpportunities we see
globally. £0.6m related to our new and
expanded London office - increasing our
access to the London consuttant and
cang:date poois - whiie we invested the
remainder in chent solutions, contractor
support ana HR capability.
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During the year, we continued to irvest in
our systems. to recuce costs and operate
on a ruly global platform, We launched
new accounting and HR systems and, over
the next two years, we will be addressing
ather major areas, especially for the front
and middle office.

Conversion ratio

The ratio of profit from operat.ons before
amortisation of acqguired Intangibles and
non-recurring costs to gross profit for the
year was 23% (2016: 29%). Although this ratio
15 already very high compared with our peer
group, over the long term, as our international
operations become more established and

we return to higher rates of UK NFI growth,
we expect this ratio to improve.

Taxation

The Group’s effective tax rate increased
from 34.2% to 36.1%, chiafly owing to
gvarseas withholding taxes. These axes
are usually charged based on revenue
(billings) rather than gross margin (bilhngs
less contractor costs). Consaguently the
local country tax charge may not be
sufficient to allow an offset.

We recover withholding taxes which cannot
be offset aganst local corporation tax,
through higher gross margins charged to
chents, 1o ensure the underlying overall
transactions are commercially pos tive.
While we are implementing certain
structural changes to improve our offset
ability, under cur current operating model,
the effective tax rate 1s likely to remain
high due to withholding taxes.

Withholding tax which we were not able
to offset agairst other taxes amounted
to £2.0m in the year (Z016: £1.1m).

The adjustments to the tax charge for
previous periods, of £0.1m (2016 £nil),
includes the impact of changing our
accounting method for withhelding tax from
a cash to an accruals basis, which provides
better matching of inflows and outflows.

The changes in UK tax rates of £E(0.4)m
(2016 £mi), reducing the tax charge,

are a result of applying the reduced UK
corporation tax rates from 1 Apnl 2017 to our
d.ffered tax habilities in the balance sheet.

The effective tax rate excluding adjustments in
respect of prior penods i1s 39% (2016: 34.2%).

While we are implementing certam
structural changes to iImorove our offset
ability, under our current operating model,
the effective tax rate 1s likely to remain high
due to withholding taxes.



Synergies

Of tne £3.1m synergies from the Networkears
Internationai acauisition (made in Apnil
2015) previously identified, £2.9m has now
neen crystallised, with a further £0.2m to pe
crystallisen i 2018 In addition, we will be
lzok ng at further cpporiurtics Lo improve
officiency, some of which will depand on
the systams improvements noted above,

We have started the integration of the

back-office funclions of RSL, which we
expoct to compltete in Q3 2018, yvelding
overall ancual savings of arcund FO.5~,

Segmental reporting

We have Lpdated our segrrental reporting to
reflact the way we manage the pusiness UK
Engmeerng. UK Technology, and International.
Cur Engieenrg end Technology business
heads cantribute to our international growtn
and rmanagement through a matrix structure,

Acquisition of RSL

In February 2017, we announced thar

our wholly-owned subsidary Matchtech
Group (Holdings) Limkted acauired 70% of
RS 'si1ssued share cap:tal for £7.4m. The
remaining 30% 15 supject to a put and call
option, exercisable from 12 months a‘ter
comgpletion, for 5.0x trailling EBITA at that
time. The maximum total consideration
pavable s £15.0m. All considearation 1§
pavable in cash, funded from the Group's
existing resources.

This acguisiticn has ircreased our skill
base in rail and broadenead our client kase
in this area, especially in the UK regicns.

Earnings per share

Bas ¢ earnings per snare was 23.4 pance
(2016 32 1 pence), and on a fully diluted
basis, was 22.7 pence (2016 Z1.0 pence). This
was primarily due to lower profits after tax.

Dividends paid/proposed

The Roard s recommending, subject to
sharenclder approval, a final gividend for
tne year ended July 2017 of 17.0 pence
per share, tc be paid on 19 January 2018,
The total dwvidend for the year is
maintained at 23.0 pence cer share.

Tangible and intangible assets

Caoital experditure in tre vear, ncf.ding
tangible asse’s ard software. was £1.5m
(206 £0.9m}. Tang ble assets at 31 July
20%7 of £2.5m (2016 £1.1m). consist of the
Group’s ~otor fleer, office equipmeant
leasehcld improverents and computear
ecuipment. OF this amount. 1.0 relates
to revises bulding dilagidation provisions
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(whicr ircreases both fixed assets ard
provisions with n the balance sneet).
Intargicle assets (argely soodwill arising
on acquisttion) at 21 July 2017 were £51.8m
(2016. £48.4m).

Net assets and shares in issue

At 31 July 2017 the Group had et assets of
£84.7m (2016: £81.6m) and had 31.8 fully

paid ord nary shares in ssoe (2016: 31.2m).

Cash flow

Cash generated fram operalions at £12.4m
was £/24m iowear than the prnior year (2016
£19.8m). Profit after tax adjusted far non-
cash items was £4.0m lower tnan orior year,

Trade receivables increased by £3.8m.
Debtor days of the combined Group at the
year end were 15 days (41 Luly 2016 50
days) Reasons for the increase include
timing 1ssues with a majer clent, which
caused a half day increase In DSO. This Is
now resolved and not expected to recur.
In adaition, RSL has historically operated
with a higher DSO than the rest of the
business. The Gattaca payment terms wiltl
be thea standard for new RSL clients ard
the mntegration of the Finance function

will also aid improvemert in that proportion
of collections. We are also seeking
improvemeants in our US busingss. 250
has improved since July 2017 and s

area remains a key foccus for the business.

Trade and other payables decreased

by £1.2rm as 2 result of lowsar accruals
for commissions and bonuses and for
contracior payments,

Salar Farzad
Chief Finanoial Officer

LUses of cash included the £11.2m acquisition
(2016 £C.4m) of RSL (E7.4m inital
consideration plus £3.8m of debt assumed).
and £1.0m of captal expenditure (2010: £0.5m)
relating to nvestment in systems and offices.

Net debt, banking facilities
and interest rate risk

MNet debt at 31 July 2017 was £4C.2m
(2076 £25.0m) cons:sting a working
capital facihity of £25.7m (2016 £18.8m),
bark term loan £20.4m (2016 £13.6m),
less cash £5.8m (2016: £7.4),

attacaplc.com




Chief Financial Officer’s Report continued

Our financing facihtias include two
coverants' Interest Cover and Adiusted
lLeverage. We are comfortable with our
abilty to service our debt and meet cur
covenants and we monitor projections far
covenant raues as part of our rout ne
monthly reporung.

The Group has facilifies with HSBC of
£105m. consisting of a £75m working capital
financing fac lizy and a £30m bank term
loan, both committed until October 2020.

The Group's exposure to market risk for
changes in mterest rates relates primarily to
the Group's bank loan and sales fimancing
facility debt obhgations. Bank interest 1s
charged on a fiozting rate bass.

Support services

To support the cperational charges beirg
made, we have begun a process to improve
rigour and focus in our approach to project
maragement. business reviews and
maragement informaticn, to provide better
clarity and accountability. We are
demanding maore of ourselves in quality,
retovance and timelinass of deliverables to
central management and the business urits,
snd we are focused on doing fewer things to
a higher standard to improve execution of
core nitiatives

During 2018, we intend to place more
emphasis on forward-fooking information
and business sunport, as well as identifying
opportunities for further streamlin ng.
stanaardisation and consalidation of
transactional support functions.

wWe will achieve some of the areas for
improverment through better alligrment of
roles and rasponsiilities as well as culture,
wh le other areas will require systems
enhancemants over the ~edium term.

Brexit

The Board continues to follow
developrments on Brexit with interest. To a
certan extent, a reduction in free movement
of skilled labour would probably lead o
anincrease In the demand for Gattaca's
services, as UK emplovers would find it
more difficult to find the skill sets they
reguire. However where the skillsats are In
extremely short supply, restrictions on free
movament of skilled labour could affect ocur
ability to source candidates. The effect of
Brexit on businass confidencoe s an
impartant factor for us to the extent it
affects the UK cconomic envirenmant,

as noted in the Principal Risks ana
Uncertainties report on nage '8,
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Critical accounting policies

The statement of sigrificant accounting
policies 1s set out In Note 1to the Financial
Statements.

Group financiaf risk management

The Board reviews and agrees pobcies

for managing financial risks, The Group's
fina~ce function is responsitde for managing
Investrnent and funding requirements
including banking and cash flow monitoring.
It seeks to ensure that adequate | quidity exists
at all times, to meet 1ts cash requirermnents.

The Groug's f nancial Instriments comprise
borrowings, cash and various items. such
as trade receivacles and trade pavyatles
that artse from its operations, and some
matching forward foreign exchange
contracts. The Group does not trade

in financial instruments. The main risks
arising from the Group's financal
nstruments are described below.

Credit risk

The Group Trades only with recognised,
crecditworthy third parties. We monitor
receivable balances on an ongoing basis,
with the resalt that the Board feels the
expostre to bad debt 1s not significant. There
are no significant concentrations of credit
risk within the Group, with nc single debtor
accounting for more than 4% (2016: 4%) of
total receivabies balances at 31 July 2017,

Foreign currency risk

The Group generates around 30% of 1ts
annuahised NFlin overseas markets including
overseas revenLe generated from the UK, The
Groug dees face risks to both its reported
perfarnance and cash position arising from
the effects of exchange rate fluctuations.

The Group manages these risks by matching
sales and direct cGsts Inthe same currency.
entermg mto forward exchange cortracts
o minimise the gap in assets and habilities
denominated in foraign currencios,

and regularly exchanging surplus foreign
currency to mimmise the gap in assets and
habilities denominated in foraign currency

<Q¢M ﬁ-%k

Salar Farzad
Chuel Minancial Officer
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Committed to a culture of good governance

Dear shareholders, “
| am pleased to presert the Board's Annual Report on .
Corporate Governancs We beheve that

We believe that effective corporate governance 1s ntegral effeCtlve Corporate

to the successful delivaery of our business goals. How governance is
we work 1s just as important as what we do. We believe .
Gattaca has developed a gover~ance framework which Integ ral tO the

1s meaningful, relevant and focused on our businass. successful delivery
However. we recognise that there s always room for Of our bUS”'leSS
improverment and we therefore work with others to help goa's' HOW we WOI"k

us contimue to imarove ard araw upcn best practice. . = -
is just as important
Ermhancing cur overall goverrance framework remains a key as What we dO.
ohjective as we continue to evolve inte an integrated Group
with substantial operations both in the UK and mternationaliy. , 5

As we have dore since Cattaca was foundes over 30 years
ago, we will continue ta rreat all our stakehclders -
candidates, contractors, clients staff and shareholders -
as we ourselves wish to be treatec: honestly and cpenly.

We are ope when things go well - as we pelieve they
usually do - and parbicularly when they go wrong, seekmng
to resolve tham promotly.

Fundamental both to good goverrance and to support the
strateg:c direction of the Group 1s ensuring the Board has
a diverse balance of skills, expertence and knowledge.

The Board holds regular formal meet:ngs ¢ which the
parformance and directior of the Dusiness against plans
are reviewed,

Senior management ace regularly invited to present, wrere
they are able to discuss their opportunities and crallenges
with Zoard members.

The Bcard meets annually tc review progress against the
Group strategy and formulate an extension to that plan

| am canfident the Group will continue to prosper uncer a
framework appropnate for a histed international business.

Patrick Shanley
Non-Executive Chairmanr
9 November 2017



Board of Directors

The right mix of skills and experience

1 Patrick Shanley
Non-Cxaculive Charrman

Appcintment
Decernber 2015

$kills and experience

Patrick bas extensive boardroom
experence ard s carrently Charman

of chemicals business, Accsys
Technologies, Fatrick has previously
been CFO of Courtaulds plc and Acordis
BYv, CED of Corsadh BV, Charman of
Cordenks investrnents BV ana of Finacor
BV. Patrick began his career working

for British Coal where Fe gualified as a
charterad maragement accountant. He
has a strong operational, restructuring.
merger and acauisition background
within a manufactuning environment.

2 Brian Wilkinson
Chief Fxecutive Officer

Appecintment
Drecember 2013

Skills and experience

Brian nas worked in the recrutmens
industry for over 35 years, including roles
as an executive Board mamber of Vedior
NV and Randstad Holdings NV. the
world's secord largest recruitment
company. He has extensive experience
of international strategic development,
including mergers and acquisiions, and
extensive experience of professional
serviceas recraitment. In 2015 Brian
received & Lifetime Achieve~ent Award
from the Institute of Recruitment
Professionals and in 2016, he was inducted
into the Recruitment International Hall

of Farme, acknowledging his contribution
to the industry durng his careor.

3 Salar Farzad
Chief Financial Officer

Appointment
Jure 2017

Skills and experience

Salarjoired the Company fram

Zochak Medha, a television production
caompany where he was Group Chief
~inancial Officer from 2014 to 2016,
Pror to this, Salar held senior financial
roles at Macmillan Science and
Education, 2Entertain, MTV Networks
International and EM}. He gualified as
an ACA with PricewaterhouseCoopers.

4 Keith Lewis
Chief Operating Officer

Appointment
Group: July 1993
Board September 2012

Skills and experience

Keith has worked w.thin the recruitment,
industry for nearly 30 vears and joined
~he business in "933 as a scnior
consultant, before progrossing to his
zurrent position. Laith 1s a fellow of the
Institute of Recruitment Professionals
and 15 also on the steer.ng committee
for the Engineer ng and Technical
sector af the Recrutment and
Zmolayment Confederation (REC).




5 George Materna
Mon-Executive Deputy Chairman

Appointment
July 1984

Skills and experience

George has 40 yvears experiance in
tne recruitment industry and 1s the
founder of tre Group, having founded
Matchmaker Personnel .0 1984 and
Matchtech Engineerning 1in 1990, before
cambining the twa businessesin 2002
to form Matchtech Group plc. George
15 a fellow of both the Insutute of
Recruiiment Professionals and the
Chartered Institute of Personnel

and Develooment.

6 Ric Piper
Semor Non-Lxeculive Direstor

Appointment
July 2006

Skills and experience

Ric read Economics at Cambindge
Uriversity ard gualified as a gnartered
accountantn 1977 He held senior
firance roles m 1CI, Criicorp. Log ca and
WS Atk.Ns, He was Group Finance
Director of WS Atkins from 1993 to
2002 Since 2003, ne has operated at
Board level and has advised on the
growth and developrment of mam
market, AlM and privately owred
comparies. Ric s a partner at
Restoration FPartners and 1s a member of
the Financial Reporting Review FPanel.

7 Richard 8Bradford
Mon-Fxecutive D rectar

Appointment
August 20N

Skills and experience

Richard has a background in solutions
and service cusinesses. He was Chief
Execut.ve of AlM listed Carlisle Group
from 1997 o 2008, up to and including
the merger to create impeltam Group,
and subseguently worked with private
equity businesses. He s currently
Chief Executive Officer o InHealth
Group, the UK's feading private
provider of healthcare diagnostic
tests and services.

8 Mark Mamone
Non-fxecutive Director

Appointment
Cecember 2016

Skills and experience

Mark joined the Beard in Decermnber
2016 and brings with hvm over 20 years
of experience within the IT ndustry.
Mark has hald senior reles in a variety
of organisations, including British
Telecommun cations, Co~puter
Soence Corporanon anda BAE Sysiems.
He s the Divisional IT Director for
Serco UK & Europe. Mark's experience
and knowledge in the innovative use of
rechnolagy and digital transfarmation
will bulld upon Gattaca's existing
cigital marketing strategy.
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9 Roger Goecdman
MNon-Fxecutive Director

Appointment
Aprl 2015

Skills and experience

Raoger s tre former Chairmar of
Networkers International plc andg
Apogee Corperaticn. He s also a
Non-Executive Director of another
private company and Director/
Treasurer of the World Federat.on of
Building Service Contraciors. He was
previcusly an Executive Dhrector of
Mitie Group ple. from which he retired
in 2012, ard a D rector of Asset Skills,
one cf the Sector Skiils Ccunclls,

W VLG



Directors’ Report

Principal activities and business review
Gattaca plc s the uitimate holdimg company of a group
of companies.

A full description of the Group's principal activities, business
performance, ikely future developments, principal nsks and
dncertainties and information on dividends 1s provided in
the Strategic Report and is incorporated into this report

by reference,

A list of principal subsidiary undertakings, and the countries
in which they operate, 1s disclosed 'n Note 14 fo the Financial
Statermnents. Details on the use of fimancial mstruments and
financial risk management are included in Note 23 to the
Financial Statermnents and are also incorporated nto th:s
report oy reference.

Directors

The Directors who served during the perioa up © the date
of tris report and therr biographical details are set out on
pages 30 and 31. Directors’ interests in shares and share
options of the Company are shown in the Directors’
Remuneration Report.

Under the Company’s Articles of Association, all Directars
must retire at the first Annual General Meeting (AGM)
following their appointrment and may offer themselves

for election by shareholders.

In hne with the requirements of the UK Corporate
Governance Code 2014, certain elerments of which the
Company has voluntanly chasen to camply with,

all ather Directors wilf retire at the AGM and, being
eligible, will offer themseives for re-electuion.

The Board considers that the perforrmance of each of
the Directors continues to be effective and that each of
thern demonstrates a strong commitment to therr role.

Durectors and Officers of the Company and 1ts subsidiaries
penefit from Directors and Officers habbhiy msarance cover
in respect of legal actions brought aganst them. In addition.
Directors of the Company are indemnified .\n accordance
with Article 170 of the Company’s Articles of Association

te the maximum extent permrtted by law. Neither the
ingurance nor the indermnities prowvide cover whars the
relevant Drrector or Officer has acted fraudulently

or dishonestly,

The Board may exarcise ail the powers of the Company,
subject to the provisions of relevant legislation, the
Company's Articles of Agsociaticn and any directions given
by a spacial resolution of the shareholders, Specific powers
are detailed 1n the Company's Articles of Association,
inciuding the power o issue and buy back shares, along
with the rules for the appointment and removal of Directors.
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Directors’ conflicts of interest

Each Director I1s required, 'n accordance with the Companies
Act 2006, to declare on appointment any interests that

may gwe nise 10 a conflict of interest with the Company

and subseguently as they arnse. Where such a conflict or
potential conflict arnises, the Board is empowered under

the Company's Articles of Association to consicer and
authorise such conflicts as appropriate,

Articles of Assoclation

The Company’s Articles of Association set out the
Company's internal regulation and cover such matters

as the nghts of sharehotders, the appomnmtment and removal
of Diraectors, the power 10 1ssue and buy back shares, and
the conduct of the Board and general meetings.

A copy of the Companry's Articles of Assaciation 1s available
on the Group's website (www.gattacapic.com) or on reguest
from the Company Secratary,

Amendments to the Articles of Association must be
approved by at least 75% of those voting in person or
by proxy at a general meeting of the Company.

Inaceordance with the Company’'s Articles of Association,
Directors can be appaointed or rermnoved by the Board or by
shareholders in a general meeting, Sulbrect to the provisions
of relevant legislation, the Company's Articles of Association
and any directions given by a special resolution of the
shareholders, the Board may exercise all the powers of the
Campany and may delegate authonties to committees and
manageament as it seas fit,

Details of the main committees of the Board and their activities
are contained in the Corporate Governance Statement,

The Directors are responsible for the maintenance and
integrity of the corporate and financial information included
on the Company's website,

Legisiabor in the United Kingdorn governing the
preparation and dissermination of financial statements
may differ from legislation in other jurisdictions.

Corporate governance
The Corporate Governance Statement 1s incorporated nto
this report by reference,



Substantial shareholders

In addition to the Directors’ interests shown in the
Remunerat.on Report, and in accordance wth Part 22 of the
Companies Act 2006, tne Company has been notified that the
follewng shareholders’ interests exceeded 3% of the Company's
ordmary share capital nissue at the date of this report:

Sharenolder %
George Materna 24g
Qctopus Investments Limited 6.4
Paul Rane 5.7
Chelverton Asset Managemen- 5.5
Hargreave Hale 4.8

Corporate responsibility

The Board recogmses its employment, environmental and
health and safety responsibilities. |t devortes appropnate
resources towards monitoernng and improving comphance
with exist-ng standards.

The Executive Directors havea responsibility for these areas
at Board level, ensuring that the Group's policias are upheald
and providing the nacessary resourcas.

Bribery

The Group's Board has made a commitment to carry

cut business fairly, honestly ard openly, arnd has also
demonstrated a commitment of zero tolerance towards
bribery. A copy of our 'High Level Commitment Statement’
Is avallable on our website, www.gattacaplc.com.

Environment

The Group remains committed to operating in an
environmentally responsible manner, and 1s accredited
to the envirenmental standarg IS0 14001.2015, The
Dhrectors consider the mpact on the environment in
making decisions.

The community, including charitable and political donations
The Group -s committed to providing supoort to the
community through a numba- of charitable activilies.

Durirg the year the Group made charntable donations of
£24,000 (2016 £23.000).

The Directors consider the impact on the community when
making decisions.

The Group made no donatons for pol-tical purposes either
in the U< or overseas during the year (2016 £1l).
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Employees
The Boara recogrises that the Group’s e~ployees are
vitally important to tne contirued success of the business.

Employees are encouraged to develop their careers,
includirg through traming.

The Group 1s comm™itted to achieving equal opportunities
and to complying with anti-discrimination legislation. It

is established Group policy to offer employees and job
applicants the ocpportunity to benefit from fair employment,
without regars to their sex, sexual ornientation, marital
stalus, race, religion or belief, age or disablity,

The Group has continued its policy of informing all
employees of matters of concern to them as ermployees,
both in their immediate work situat:on and in the wider
context of the Group's wellbeing.

Communicaticn with employees s effected through

the Board, the Group's management briefings structure,
formal and informat meetings, and through the Group's
informatian systems.

The Group has a culture that ercourages share participation
at all levels. At 31 July 2017, approximateiy 30% of the
Company's share capital s held by Directors, senior
management and other employees.

During the year, the Group operated a long-term incentive
plan (LTIP), a share incertive plan (SIP) and a value creation
plan (VCP).

The LTIP cascades through the organisation, with
approximately 30% of staff eligible to participate.
The SIP s open to all staff.

Policy on the payment of creditors

The Groap's policy 1s to agree terms and conditions for its
business transactions with suppliers and to endeavour to
abide by these terms and conditions, subject to the supplier
meeting Its obligations. No one supplier arrangerneant 1s
considered to be essential to the business of the Group.

www.gattacaplc.com 23



Directors’ Report continued

Statement of Directors’ responsibilities in respect

of the Annual Report and the Financial Statements
The Directors are responsible for preparing the Anrual
Report and the Financial Statements in acccordance witn
applicable law and regulations.

Company law requires the Directors to crepare GroLp and
Parent Company Financial Staternents for each financial
year. As required by the AIM Rules of the London Stock
Exchange, they are required to prepare the Group Financial
Staterments in accordance with the International Financial
Reporting Standards as adopted by the Eurcpean Union
(IFRSs as adopted by the EL) and apphcable law and have
elected to prepare the Parent Company Financial
Statements on the same basis.

Under company law the Directors must not approve the
Financial Staterments unless they are satisfied 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 for that pernod.

In preparing each of the Group and Parent Company
Finarcial Statements, the Directors are required to:

> select suitable accounting policies and apply them
consistentiy:

> make judgements and estimates that are reasonable
and prudent;

) state whether they have been prepared In accordance
with IFRSs as adopted by the EU, and

> prepare the Financial Statements on the going concern
basis urless it I1s inappropriate to presume that the Group
and the Parent Company will continue in businass.

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and explam
the Parent Cempany's transactiors and disclose with
reasonable accuracy at any time the financial position of
the Parent Cempany and enable them to ensure that its
Financial Statements comply with the Companies Act 2006,

They have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets
of the Group and to prevent and detect fraud and other
irregularities.

The Directors are responsible for the maintenarce and
integrity of the corporate and financial information included
on the Company’s website. Leg slation in the UK governing
the preparation and dissemination of Financial Statements
may differ from legislation in other jurisdichions.

Health and safety

The Group 15 committed to providmg for the health, safety
and welfare of all its employees and has established an
Cccupational Health and Safety Managemant System that
comphles with OHSAS 18001:2007. The Group also has
procedures in place to comoly with all legal and contractual
obligations relevant to the Group's activities,
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Quality

The Group 1s 15O 9001.2015 accredited, As one of the
UK's lzading specialist recruitment agencies, the Group
Is dedicated to quality and professionalism in the pursuit
of achieving customer satisfaction and commercial goals,

In order to ensure that theose key objectives are achieved,
the Company has, In compliance with 150 9001:20008,
implemented a guality management system suttable to the
neads, size and complexity of the operation. Commitment
to, and compliance with, this guality management system
is mandatory for all Group emoloyess.

This quality pohey. and the resultant managament systems
and ogclectives, are under constant raview to ensure continual
improvements in systems and performances. All interested
parties are encouraged to participate 1n this process.

Business continuity

The Group has arobust business continuity strategy

and has bult a lughly resihent infrastructure to allow the
business to continue operations whilst recovering from
any major disasters or incidents. The plan covers the
Group as a whole. Including all subsidiaries, and covers
how we would keep our critical systems and processes
running to ensure continuity of service, including crucrally
the payment of workers engaged on our clients’ sites.

Disclosure of audit information

Each Directer confirms that, as at the date this report was
approved. and so far as each Director 1s aware, there is no
relevant audit information of which the Company's auditor
s unaware and that he has taken all the steps that he ocught
to nave taken as a Director In order to make himself aware
of any relevant audit information and to establish that the
Company's auditor 1s aware of that information.

Going concern

The Directors consider that the Group has adequate
financial resources o continue operating for the next

12 months and that it 1s therefore appropriate to adopt the
going concern basis in preparing the Financial Statements.

The Directors have satisfied themselves that the Group s in
a sound finanoial positicn and that 1t has access to sufficient
cash funds and borrowing facilities and can reasonably
expect those facilities to be avalable to meet the Group's
foreseeable cash requirements.

The process followed by the Group 1n the preparation of
the Viabiity Statement is set out below.

Vliability statement

In accordance with the provisions of the UK Corporate
Governance Code 2014, the Directors have assessed the
long-term prospects of the Group based upon business
plans and cash flow projections for the three-year period
ending 31 July 2020.



The Cirectors considerec that a three-year penod s
appropnate for this assessment because it enables a good
level of confidence due to a number of factors, including:

(1) the Group's considerasle fimancial resources. Including
the high cash genaratior of 1ts operations:

(1) the inherent unlkelthocd of all or ever mos: of the identufied
potential prircipal risks materalising simultarecJsly,

(i) the length of major cperating co~tracts, ana

(W) the Grour's diverse geographical cperations plus tts
established business relatiorships with many customers
and suppliers throughout the world.

In ferrmung their opinion the Directors have performed a
robust assessment of the principal risks and uncertainties
facing the Group as set out on pages 18 and 19, In agait.on,
Note 24 to t-e Financial Statements ncludes the Grour's
objectives. pohcies and processes “or manag ng its capital;
its finarcal nsk manageent objectives, details of its
fimancial instru~ants and hedaing activitios: and its
exposure to cradit nisk and hauickty nsk.

The Directors believe that tre Group Fas a strang kalance
sheet and cons derabie “nancial resources and accordingty
oy rernan confident of the Group's lung-term growth
prospects, based on a diverse rangg of chents and supphars
across diffarent gecagrapnical locations and sectors.

As a consequence, the Directors believe that the Group
s well placed to manage 1ts business risks successfully,

Based upon the robust assessrent of the praapal nsks and
uncertainties facing the Group and the stress-testing-based
assass~ent of the Group's prospects, the Directors have no
reason to bebeve that the Group will not be viable over a longer
nencd. However, given the inherent uncertamty irvolved in
locking at longer time frames. the period over which the
Directors consider it possible to furm a reasonable expectation
as to the Group's funger-term viability 1s three years.

Audit exemption

For the yvear ended 31 July 2017, Gattaca plc has proviced a
legal guarantee under s479C of the Companies Act 20086 to
the following companies

Matchtech Group (LU Limited
Barclay Meade Limited

Connection Technalogy Limited
Application Services Limirted
Alderwood Education Limited
Maichtech Group (Heldings) Limited
Gattaca Solutons Linmited
Networkers International Limited
Networkers International (UK Limited
Capro international Limited

The Comms Group L mated

Comms Resources L mited

Capoo Group umited

R A R S e

Tre guara~tes s dated 8 November 2077 and all tne above
artities have 41 July year ends.
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Auditors

The Boara has decided to propose the reappomtment

of KPME LLP as auditer ard a resolotion concerning 12s
reappomtment w ll be proposed at the forthcoming AGM.

Registered office
1450 Parkway, Solent 3usi~ess Park. Whiteley,
Fareram. Hampshire PO15 7AF,

Registered number 044263272

Approved by the Beard and signea onats behalf by

Salar Farzad

Chief Financial Officer
g Novernper 2017

Cautionary statement

Under the Caompanies Acts 2006, 3 Company’s
Directors Report s reguired, among other matters, (o
contain a fair review by the Diractors of the Group's
business through a balarced and comprenensive
analysis of the development and performance of the
business of the Group and the position of the Group at
the year end, consistent with the size and complexity
of the business.

The Directars’ Report set out above, including the
Cha-rman’s Statement, the Chief Executive Officer's
Review and the Chief Financial Cfficer's Report
Incorporated into 1t by reference, has beer prepared
onty for the shareholders of the Company as a whole.
and its sole purpose and use 1S to assist shareholders
to exarcise their governance rights. In particular, the
Directors’ Report has not been audited or ctherwise
independentty verthied. The Company and 1ts Directors
and employees are not responsible for any other
purpose ar use or to any other person in relahion to
the Directors’ Report.

The Directors Report contains indications of likely future
devclopments and other forward-looking statements
that are subject to nisk factors associated with, among
other things, the economic and business circumstances
accurnng from time to time in the countries, sectors and
business segmerts in whch the Group operates. These
factors ncluce, but are not limited to. those discussed
Jnder principal risks and uncertainties.
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Corporate Governance Statement

Leadership

The role of the Board

Led by Patrick Shanley, Non-Executive Crairrman, the
Board 1s responsible for the Group's overail direction and
managemant, and for the establishment and maintenance
of a framework of delegated authorities and controls which
ensure the efficient and effective management of the
Group's operations.

Divisions of responsibilities of the Chairman

and the Chief Executive Officer

There is a clear division of responsibihties between the
Chairman and the Chief Executive Officer. Each role has its
own formal written description of specific responsibilities.

The Chairman's principal responsibility 1s to lead the Board
in the determination of its strategy and the achieverment of
Its objectives. The Chairman 's responsible for organising
the business of the Board, ensuring its effectiveness by
facilitating full and constructive contributions to the
development and determination of the Group's strategy
and its overall commercial objectives from each member
of the Board. The Chairman 1s responsible for promoting
the highest standards of integrity, probity and corporate
governance throughout the Group. The Chairman manages
the refationship with shareholders in relation to governance
matters and regularly considers the compaosition and skill
set of the Board through evaluation.

The Chief Executive Officer is directly responsible for all
executive management matters affecting the Group. His
principal responsibility is to ensure the achievement of the
agreed strategic objectives and leadorship of the business
on a day-to-day basis. He 1s accountable to the Board for
the financial and operational performance of the Grounp.

Board structure

Matters reserved for the Board
Matters reserved for the Board include:

b

approval of interim, preliminary and final financial
statements, including approval of the interim
dividend and recommendaticn of the final dividend,;
approvat of iInvestor presentations, all circulars to
shareholders and press releases concerning matters
decided by the Beard,

approval of any sigmficant change in accounting
pchcies or practices;

consideration of proposals from the Audit Committee
on recommendations for appointmant or removal of
independeant auditors and therr remuneration;
approval of the Group's commearcial strategy and
annual operating and capital expenditure budget;
changes rejating to the Group’s capital structure or
its status as a plc;

appointmeants to the ple Board and the Boards of
subsidiaries. including the appointment or removal
of the Company Secretary;

consideration of proposals from the Remuneration
Committee on the terms and conditions of Board
members, Executive Directors and senior
management;

changes to the Groug's Management and control
structure, including membership of the Executive
Committes;

consideration of material contracts of the Group In
the ordinary course of business that would affect
current banking arrangements;

formulation of policy regarding charntable and
political donations;

approval of significant prosecution, defence or
settlement of Iitication;

oversight of internal control arrangements;
ensuring the Group has an adequate business
continuity policy: and

oversight of the Group's health and safety palicy.

Board

Nominations Committee

Audit Committee

Remuneration Committee
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Attendance at meetings
Tre following table sets out the attendance of each
Director at Board meetings held during the year

Max mum Meetirgs

mesatings attended
Patrick Shanley —-—9———-—---—~ -—_5&
Briar Wilkinsor 9 9
Tony Dyer' 7 7
Keith Lewis 9 9
George Materna 9 7
Ric Piper 3 9
Rud Kindts? 9 8
Richard Bradford 9 7
Roger Goodman g 9
Mark Mamone* ?_-__ N 7"6 7
gafar Farzad"__ I 1 1

Nates

1 Resigned ‘ror the Board 9 June 2017,

2 Resigned from the Board 31 July 2017,

3 Appointed to the Board 7 Decemnber 2016,
4 Appainted 1o Lhe Beard ¢ June 2017

Role of the Non-Executive Directors

The Non-Executive Directors have tetters of appointment
stating ther annual fee, therr re-election at forthcoming
AGMs and that their appointment 15 subject to satisfactory
performance. Thair appomtment may be terminated with
a maximurm of six months’ written notice at any time.

Ccpies of tne letters of appointment will be avallable for
inspectian prior to ana during the AGM, and are also
avatlable for inspection at the Group’s registered office
during normal business hours. The remuneration of the
Chairman and the Non-Executive D rectors 15 determined
by the Board within the Imits set out in the Articles of
Association, Including reviewing the level of fees pa d

by comparator companies.

The Chairman and the Nor-Executive Directors do not.
participate in any meeting at which discussions in respect
of matters relating to their own position take place.

Strategic Report
Governance
Financial Statements

Committees of the Board

The Board has three established committees for audit,
nom nations and remuneration. Since year end, the Board
has established a Digital Adviscry sub-Committee to
consider the Company’'s response to the challenges and
opportunities offered by digital transformation, The
committees have Terms of Referance which are raviewed
at least biannually by the Board, and revised as deemed
necessary and appropriate. "he Terms of Reference of all
committees were reviewed during the 12 months prior to the
date of this raport. Copies of the Terms of Reference are
available or the Group's website (www . gattacaplc.com)
or on reguest from the Company Secretary.

Fallowing formal decision ~aking, the Board may,

o1 occasion, delegate authonty to a sub-com~ittee
consisting of any two Directors to facilitate final sign-off
for an agreed course of act.on within strict parameters.

The responsibilities and operation of tne Audit,
MNorminations and Remuneration Committees are
set out in the following sections.

Role of the Company Secretary
The Company Secretary advises the Board through the
Chairman on all governance matters.

All Directors have access to the services of the Company
Secretary and may take independent professional advice
at the Company's expense in conducting their duties. In
accordance with the Campany’s Articles of Association
and the schedule of matters reserved for the Board, the
apoointment and removal of the Compary Secreiary s

a mattor for the whole Board.
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Corporate Governance Statement continued

Effectiveness

Compaosition and independence of the Board

The Board recognises that the composition of the Board
needs to be kept under regular review, with proposals
coming from the Nominations Committee to the Board
for 1ts consideration.

At the date of this report the Board has six Non-Executive
Directors including tha Charman. The Board considers the
independence of the Non-Executive Directors annually
agarnst the criteria set out in the UK Corporate Governance
Code with each being determined as independent of
management having no business or other relationship that
could interfere materially with the exercise of their judgement.

The Board i1s satisfied with the current balance between
Executive and Non-Executive Directors, which allows it to
exercise objectivity in decision making and proper control
of the Group’'s business.

Board composition

w= Executive 3
— Non-Executive 6

Length of tenure of Directors

C

= <1 year 2

1-3 years 1
- 3-5 years 3
~ >6 years 3
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Board diversity

The Board recognises diversity as an important element in
ansuring the Board has the necessary skills and experience
to facilitate the Group’s continued development and that it
15 wall placed to continue to grovide effective leacership.

Further information 1s given In the Nominations Committee's
Report cn page 44.

Re-election of Directors

Under the Company's Articles of Association alli Directors
must retire at the first AGM following thewr appointmeant
and may offer themselves for election ar re-election

by shareholders.

Irhine with best practice of the UK Corporate Governance
Cade, certam elements of which the Campany has voluntanly
chosen to caomply with, all Directors will retire at the AGM
and, being eligible, will offer themselves for election or
re-election,

Conflicts of interest

There 15 a process by which Directors have to notify the
Board of any conflicts of interest. There have been no
conflicts of interest notifled i1y the year

Board evaluation
The Board 1s committed to ensuring its effectiveness,

Durirg the year the Chairman undertook Beard
effectiveness discussions with the Executive Directors
and with the Non-SZxecutive Directors. The CEO attended
part of the latter discussion.

The Chairman and the Non-Executive Directors meet
without the Executive Directors present at least once a year.

The Chairman undertook performance assessmeants with
each Director during the year.

The Board ts satisfied with the performance of each
individual Board member and the Board as a whole.

Corporate policies

The Board has a range of policies for the Group to comply
with which it constantly manitors, including policies on
Share Dealing; the Bribery Act 2010; Modern Slavery;
wWhistleblowing; Corporate Social Responsibility; Equal
Qpporturuties Health anef Safety; and the Envaonment,



Indemnification of Directors

Qualt.fying third party indemnity provisions, as def.ned

n section 234 of the Companies Act 2006, are in force

for the benefit of Directors who held office during the yvear.
The Company maintains Directors’ and Officers’ hability
insurance for tne Group’'s Directors and Officers.

Internal control

The Board is respansible for reviewing and approving the
Group’s governance framework and ansuring its adeguacy
and effectiveness, Internal controls, which irclude financial.
operational, compliance and r sk management systems, are
central to thus framework:

> The system of irternal financial and operational controls

s designed to meet the Group's particular needs and aims,

facilitate effic ent and effective operations, safeguard the
Group’s assets, ensure oroper acccunting records are
maintained, and ensure that the financial information
used within the business and for publicationis reliable.

> Such a systemn of internal control can only be designed
to manage rather than eliminate, risk of failure to achieve
business objectives, and provide reasonable, but not
absclute, assurance against material misstatemeant
and loss.

> The Board confirms that there 1s a continuirg process for
identifying, evaluating and managing the risks faced by
the Group, with further improvements olanned for the
current financial yvear.

¥ The Audil Committee agrees an annual plan of
internal audit activities, inciuding from third parties,
and reviews audit findings and subsequent
management mplementation.

> Aseparate report on principal risks and uncertanfies is
in the Principal Risks and Uncertainiies section on pages
18 and 19.

> The Board's staternents and actions emphasise a culture ¢f

openness, Integrity, competence, fairness and responsibility.

> The Board focuses mainly on strategic 1ssues, sen or
management and financial performarce. The Groun
Executive concentrates on operational performance,
operational decision making and the formulation of
strategic propoesals to the Board.

> The Board determings how the Chief Executive Officer
operates within a framework of delegated authorities
and reserved powers which seek to ensure that certain
transacuions, signif.cant in terms of their size or type,
ara undertaken only after Board roview.

Strategic Report
Governance
Financial Statements

Financial reporting

The Board approves a business ptan and annual budgets
for individual busimess units and the Group. The financial
performance of iIndividual business units s reported
regularly. We report to our shareholders on a half-yearly
basis. Forecasts for the Group are updated and raviewed
by the Board regularly.

Independent external audit
Information s providea in the Audit Committee's Report
on pages 40 to 43,

Relations with shareholders
The Board regards effective communication with
shareholders as crucial.

Relations with stareholdears are managed principally by
the Chief Executive Cfficer and Chief Financial Officer.
Meetings are held regularly throughout the year with
institutional investors, fund managers and analysts,

The Chairman, Senior Independent Director and other
Non-Executive Directors ~ake themselves availlable

for meetings with major shareholders. This provides
shareholders with the opporturity to take up with these
inannduals any issue they feel unable to raise with the
Chief Executive Officer or Chief Financial Cfficer.

The Group's shareholders are iInvited to attend the AGM
at which all Directors are present.

The Non-Executive Directors are also kept informed of
the views of shareholders, with the Executive Directors
oroviding updates oninvestor meetings. Additionally.
the Group's broker provides briefings to the Board on
shareholder opinions and compiies independent
feadback from investor meeatings.

The Group's webs te contains information or current

busimess activities, including the annual and half-year
results presentations.
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Corporate Governance Statement continued

Audit Committee Report

I am pleased to present the Audit Committee's (the
Committee) Annual Repart onits activities for the year
ended 31 July 2077, This report 1s intended to explain how
the Committee has met s resconsibilities throughout
the year and what 1t has done to address continued
regulatory change.

From a 'business as usual’ perspective. there is nothung
to brng to your specif-¢ attention.

As Chairman of the Comrmittee, $ will be ava lable at the
AGM to rescond to any questions shareholders may raise
on any of the Committee’s activities.

Aims and objectives

The Committee monitors the irtegrity of the interim and
annual Financial Statements and formal announcements
relating to the Group's financial performance, Including
adwvising tne Board that the Annual Recort taken as 2
whole 1s farr, balanced and understandable.

it reviews sigrificant financial reporting 1ssuss and
accounting policies and disclosures in finrancial reports.
reviews the effectiveness of the Group's internal contraol
proccedures anao risk management systems and considers
how the Group's internal audit requirerments srall be
satisfied, mak ng recommendations to the Board.

It reviews tme Independent auditor's audit strategy ard

imglementation plan and its findings in refation to the
Annual Report and Interim Financial Staterments.
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1)

The Committee
works to a planned
programme of
activities which
are focused on

key events in the
annual financial
reporting cycle.

33

Ric Piper
Charman of the Audit Comm ttes

Membership of the Committee

The Cornrmttee currently comprises Ric Piper

fa member and Chairman since 20086), Roger Goodman
and Mark Mamone, who both joined the Com—ittee in
February 2017

Richard Bradford, who became a maember in March 2015,
siepped down in February 2017 to j0in the Remuneration
Committee, becoming its Chairman in Juby 2077

The Committee thanks Richard for his contribution
throughout his two years

Ric Piper qualified as a Chartered Accountant in 1977 and

1s a current member of the Fimancial Reporting Review
Panel. The Board considears him o have recent and relevart
financial experience.

The Board considers that the Committee as a whole
has competence relevan: to the sector in which the
Group operates.

Meetings and attendance
The Committee met five times during the vear.

Maximurn Mesatings
meetings attended
R|;P|per 5 o 5
Richard Bradford 3 3
Roger Goodman 2z 0
Mark Mamone 2 2




The Executnve Directors are rcutinely invited to Committee
meetings, with the Chairman of the Board attending the
meetings at which the Interim and Annual results are reviewed.

During the year, the Committee met privately with the
independent auditor, The Committee Charrman also met
privately with tne senior statutory auditor (Steve Masters)
outside of the Committee meetings.

Operation of the Committee

The Committee's Terms of Referance were last reviewed
and updated in June 2016 te conform to best oractice and
approved by the Board. No signif cant changes were
deemed necessary, save that the mini~um membership cf
the Committee was increased from two to three. As noted
above, an additional member was appointed by the Soard in
February 2017 The Terms of Reference are available on the
Group's website (www.gattacaplc.com), as well as in hard
copy format frem the Company Secretary.

Each year, the Committee works to a planned crogramme
of activities whicn are focused on key events in the annual
financral report'ng cycle and other matters that are
considerad In accordance w th its Terms of Reference.

It provides oversight and guidance to contribute to the
ongoing good governance of the business, particularly by
providing assurance that shareholders interests are beirg
properly protected by appropriate financial management,
reporting and nternal controis,

The main activities of the Committee during the year were
as follows:

> Financiat Statements: the Committee reviewed the
Interim and Annual Reports. Presentations were made
by management and the auditor about the key technical
and judgemental matters relevant to the Financial
Statements.

» Goming concern, including the Viability Statement: the
Group continues to prepare its Financial Statements cn a
going concern basis, as set oul In Note 1to the Financial
Statements on page 7%, Management produces working
capital forecasts on a regular basis, togather with
half-yearly covenant “orecasts. The forecasts are
reviewed by the Board, particularly ahead of the
publication of Interim and Anrual results. Having
reviewed the forecasts as at the date of this report, the
Committee concluded that 1t was approprate for the
Group to continue o prepare its Financial Statements
oM a going concern asis and to publish the Viabihty
Statement on pages 34 and 35

? Taxation: the Group cperates under multiple and vaned
tax regimes. The completeness and valuation of
provisions to cover the range of potantial final
determinations by the tax authonities of the Group's
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tax positions are the subject of judgement. Further
information 1s set out in Notes Ixil, 9 and 15 to the
Finarcial Stateents. The provisions held by the Group
were reviewed by management as at 31 July 2017. The
Commitiee agreed with managemert’s assessment of
the Group’s tax provisions. The Committae reviewed the
Group's Tax Strategy which, following approval by the
Board, we are working towards publishing no later than
July 2018,

> Fair, balanced and understandable: the content and
disclosures mede in the Annual Report are subject to a
verification exercise by management to ensure that no
staternent s misleading in the form and context in which
it 1s Included, nc material facts are omitted which may
make any statement of fact or comion misieading, and
imelications which might be reasonably drawn from the
statement are true. Tre Committee was satisfied that it
was appropriate for the Board to approve the Financial
Statements and that the Annual Report taken as a whale
1s fair. balanced and understandable such that 1 allows
shareholdears to assess the Group's nerformance against
the Groug's strategy and business model.

> Internal financial control systems: the Committee
reviewed the recommendations made oy the
independent auditor and management's responses
and actions. The Committee was satisfied that it was
appropriate for the Board to make the statements
regarding internal controls included in the Corporate
Governance Statement,

> Internal audit: during the year, the Group undertook a
number of internal audit reviews, both o financial and
operational activities. As part of the Committee's policy,
certain specialist internal audit work was Jndertaken by
external organisations. Further to the acquisition of
Networkers in April 2015, the Committee and the Board
considered and continue to consider how best to deplay
internal audit across a Group which has significantly
extended its operations from a singfe site in Whiteley,
Hampshire to a business with substantal operations
in London and 1in 10 international locations. As the
Group furthar devetops its global comphance and
risk management frameworks (see 'R'sk management
and contrel’ on page 17} during 2017/18, the portfolio
of internal auait reviews will expand beyond the
current and continuing financial and operational
reviews. We will continue to use specialist external
organisations as necessary. including for the Group's
nternational ooerations.

The Chai~man of the Committee reported to the Board on
the Committee’s activities after each meeting, Identifying
relevant matters requinng communication to the Board
and recommendations on the steps to be taken.
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Corporate Governance Statement continued

Significant issues

The Committee reviewed the key judgernents applhied to a number of sigrificant 1ssues in the preparation of the
Financial Statements, The review included consideratian of the following.

Issue

How the Committee addressed it

Revenue recognizion
and recoverability of
accounts receivables

the Financial Staternents.

The Group has well developed accounting pohcies for revenue recognition - see Note 1to

The Committaee receives reports from managernent ana from the independent auditors to
ensure that the policies are compl:ed with across the Group.

The Board receives regular reports on the collectability of ages accounts receivables.

On the basis of these reports, the Comm:ttee cencludea that it was content with the

judgements that had been made.

Goodwill and intangibles:
assessment for impairmeant
amortised intangibles.

As set out in Notes 1 (parls ix and xxii) and 11 to the Financial Statements, following
the acqussition of Networkers in April 2015, the Group has significant goodwill and

The acquisition of Resourcing Solutions Limited on 2 February 2017 further increased
the Group's goodwill and amaortised intangibles: information is set out In Note 11 to the

Financial Statements.

Goodwlll and intangibles impairment calculations (including assumptions about future
performance) and sensitivities are undertaken at least annually by management and
reviewed by the Board and the Committee.

Based on the calculations as at 31 July 2017, the Committee agreed with management’s
recommendation that no impairment charge should be made,

This year, the Committee also considered a number of other
matters, iIncluding the accounting for and disclosure of
non-recurring items (see Note 1 to the Financial Statements).

Shareholders' attention s drawn to the sectian titled
‘Respective responsibilities’ in the Report from the
independent Auditar on page 69. about specific areas as
reported by the Independent Auditor in order to provide
1its cpinion cn the Financial Statements as a whole.

independent audltor: reappointment and audit
tender policy

The appointment of the independent external auditor

1s approved by shareholders annually. The Independent
Auditor’s audit of the Financial Statements 1s conducted
In accordance with Internationat Standards on Auditing
(UK and trelard) (IS4as), 1ssued by the Auditing
Practices Board.

Following a competitive tender, the Committee proposed,
and the Board approved, the appointment of KPMG as the
Company's registered independent public accourting firm
commencing with audit work for the year ended 31 July 2011,
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Steve Masters became the Company's semor statutory
auditor for the year ended 31 July 2016.

Thare are no contractual obligations that act to restrict the
Committee's choice of external auditor. In December 2016,
the Board proposed, and shareholders approved, the
appointment of KPMG LLP as the Company’s registered
independent pullc accounting firm for the f nancial vear
ended 31 July 2017,

In the context of developing best practice, the Committee
continues to keep under review its recommendations to the
Beard concerning the Company’s audit tender policy.

This year, having considered the effectiveness and
performance of the independert auditor, the Committee
has recommended to the Beard the reappomtment of
KPMG LELP as independent auditor of the Company

for the next financial year.



Independent auditor: services, independence and fees
The ndependent auditor provides the following services

Y Areport to the Committee giving an overview of the
results, signif cant contracts and judgements and
ooservatiors on the control environment.

> An opimen on the truth and fairness of the Group and
Company Financia! Statements.

Y Afnternal control report, following 1ts audiz highlght ng
to management any areas of weakness or cencern.

T~e Corrittee monitors the cost effectiveness of audit and
any non-audit work performed by the independent auditor
and also consicers the potential impact, If any, of this work
on independence. It recogrises that certain work of a
non-audit nature may be best undertaker by the
indeperdent auditor as a2 result of its unigue position

and <nowledge of key areas of tne Cormpany.

Approval s required prior 10 the indepandent auditor
commencing any matertal nor-z.adit work 1in accordance
with a Group policy approved by the Commuttee. Certain
waork. such as providing bookkeeping services and taxaticn
planning adv.ce, 1s prohioited.

Further, the Committee seeks positive evidence of the
independence of the ndependent auditor through its
challenge to management.

Tre Corrmittea regularly reviews all fees for non-audit work
paid to the indepandent auditor. Detarls of these fees can be
fourd 1n Note 2 to the Financral Statements of the nor-audit
fees of £209.000 (2018 £45.000), 28% (2016 100%) arise
from tax compliance services.

Tre Committes concluded that the level of non-audit fees,
which reprasent 38% (2016 18%) of the audit fees for the
Group, did not have a negative impact on KPMG s
ndependence.

The Cormmiuttes will continue to keep the arca of non-audit
work under closo roviow, particularly in the context of
developing best practice on auditors independence.
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The Committae regulates the appointment of “orrrer
employeses of the ndependent auditer to positions ntre
Group. The indegpendert external acditor alsc operates
procedures cesigned to safeguarg its objectivity and
ingependence, These include the periodic rotation of the
seror statutory auditor (as noted above, the partner
rotated at the concl.sion of the AGM i December 2015),
use of iIndecendent concurring partners. use of a technrcal
rev ew panel ‘where appropriate) and a~nual independence
confirmations by all staff.

The independent external auditor reports to the Comritiee
or matters including independence and nen-audit work on
an annual basis.

Evaiuation of the Committee

During the year the Committee evaluated 1ts performance,
including recewvirg input from the Chairmar of the Board
or the Committea's performance.

Approval

This report was approved by the Committee. on behalf of
the Board, ¢n the date snown below and signed o its
behalf by:

Ya

Ric Piper
Chalrman of the Audit Corrmittee
9 Novemcer 2017
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Corporate Governance Statement continued

Nominations Committee Report

I am pleased ta present to the shareholders the report of
the Nominations Committee (the Co~mittee) for the vear

The Comrmitize's focus for this year has been o ersure
the structure and experience o the Board 1s suited to
meet the opportunities and challenges facing the Group
going forward.

As announced on 9 June 201/, Tony Dyer stepped down as
Chuef Financial Officer and Board member, On behalf of the
Board | would like tc thank Tony for his contrnibation to the

Groug over the 21 years ha has bean with us.

On 9 June 2017, Salar Farzad joined the Group, as Chuef
Financial Officer and RBoard member, offering a wealth
of vary relevant expenence and providing tne Board with
a fresh perspective. He will play a key role in helping the
Group grow and we very much look forward to working
with him.
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£

Focus for this year

has been to ensure

the structure and
experience of the
Board is suited to meet
the opportunities and
challenges facing the
Group going forward.

3

George Materna
Chairman of the Nominations Committoe

Mark Mamone was appointed to the Beoard as a Non-
Executive Director on 1 December 201¢, bringing with
him real technology and digitalisation experience.

O 31 July 2017 Rud Kirdts stepped down from the Board
and we thark lum for hisantelligent contribution to the
business ovar the seven years he served as a Non-Executive
Drrector, as Chairman of the Remuneratnior Comrmittes andg
also as a member of the Nominations Comimittea.

We wish both Tony and Rudi wellh in the future.

The Inzito Partnershio was agam engaged to provide
independent search advice.

The Co~mittee conbinues to revidw succession planning
and Brard cornposition



Aims and objectives

The aims and objectives of the Committes are set out In the
Committee’s full Terrs of Reference which can be found in
the Corporate Governance section on the Comaany's
website, www.gattacapic.com,

In summary, the role of the Committee s 1o

> revew the structure, s.72 and compaosition of the Board,
and make recammendanens to the Board win regard o
any changes required to ensure an appropriate balarce
of skills, expertize, knowledge ana rdepnendence;

> revew the succession plan ‘or Executive Directors and
other Serior Executives (heads of funchion);

¥ adentify and nominate, for Board approval. candidates to
fill Board and Semor Executive (heads of function)
vacancies as ang wnen they arise,

¥ review annually the time commitment required of
Non-Executive D rectors, and

Y make recommendations to the Boara with regard to
membership of the Audit and Remuneration Committees
in consultation with the Chairman of eack committee.

Composition

Durirg the year tne Commrittee comprised its Cha rrnan,
George Materna (member s:nce 20065, and Rudi Kindts
(mermber since 2013) and Richard Bradford (member since
20133 both Independent Non-Executive Directors.

Wath effect “rom 21 July 2017, Rudr Kindts rasigned as a
Director of the Company and member of the Nominations
Committee and the Remuneraticn Committee, He has been

replaced on tne Nom natians Cormmittea by Patrick Shaniey,

Charrman cf the Board.

Meetings and attendance
Tre Committee met wo times during the year.

Maximism Meetings
~Teel Ngs atterged
Ejévbrge Materna 2 2
Rudi Kingts 2 2
Richard 3radford z 2

Nominations Committee activities
The key activitias during the year have been in approving
changes to the Beard and its Committees.

Having wenufied the requirement t¢ have on the Board a
Non-Executive Director with technolucay and digibisation
axperience, Mark Mamone was appointed 1o the Beard on
1 Decembper 2016,
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On 9 June 2018, Tany Dyer resignea fram the post of Crhief
Financial Officer and memtber of the Boarc and on 9 J.ne,
Saiar Farzad was agpainted to the role as Group Chief
Financial Officer and member of the Boarg.

The Comm ttee undertook an extensive selection process to
f.ind suitacle candicates for these roles. taking into account
rhe Board's Diversity Palicy, and a formal recruitment
exercise was commissioned with an independent executive
searzh firm, The inzito Partnershup, which has no other
connection with the Comoany.

With effect from 31 July 2017 Rudi Kindts resigned as a
Director of the Company and member of the Narminaticns
Committee and the Remuneration Committee,

Succession planning

In the coming year, the Committee will continue to monitor
the composition and effectiveness of the Beard and
committees of the Company, and keep abreast of
developments in corporate governance to ensure that

we ac: in the spirit of good governance practice,

Diversity policy

The Board recognises the importance of diversity in
s broadest sanse in the coardroom as an essential
elermnent In maintaining Board effectivenass and a
competitive advantage.

D versity of skills, background, krnowledge, internationat
and industry experience, and gender will be taken into
consideration wren see«ng 10 make new appomtments
to the Boara and its commitiees.

All appointments will ce made on ment, taking into account
suttability for the role. composition and balance of the
Board to ensure that the Company has t~e acpropriate rmix
of skilis, experience, independence anc knowledge.

Information and training

All Directors have access to the advice and services of Caspar
Branscn, the Group General Counsel and Company Secretary,
who 15 responsible for ensuring that Board procedures anc
applicabie rules and regulations are observed. There is an
agreed procedure for Directors to obtan independent
professional advice, paid for by the Group.

George Materna
Chairman of the Norminations Committee
3 Novemcer 2017
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Remuneration Committee

On behalf of the Beard, | am pleased to present the
Remuneration Committee's (the Committee) report

for the year ended 31 July 2017, my first stnce becoming
the Committee’s Chairman on 1 July 2017,

This is the first full year of the new remunaration strategy for
the Executive Directors and senior staff since changes were
introduced on 1 August 2016. The Directors’ remuneration
policy {Polcy’) s set out below and has been designed on
the principles of a straightforward structure that will support
and motivate cur Executive Cirectors to further the Group's
long-term strategic abjectives, including the creation of
sustamable shareholder returns.

We remain committed to our strategy of being the leading
speciabst engingering and technology recruitment group.
The rmain gbjective of the Committee I1s to ensure that the
Company's Polcy:

> attracts, motivares and retains Executives in order to
deliver the Group's strategic goals ard business outputs:

> encourages and suppaorts a high performance sales and
service culture,

» adheres to the principles of good corporate governance
and approcriate risk management. and

> ahgns Executives with the interests of shareholders and
other key stakeholders.

During 2017 the Comrmittec’s main focus was to roll out the
new Policy. ensuring effective communication to the senior
staff on the airs and measurements of the new policy.

We value the views of our shareholders and guidance issued by
invester bodies and rermuneration censultants. In 2016 we
sought opimon on a proposed revised LTIF scheme. Itus LTIP
scheme was subsequently approved at the AGM unammously
on a show of hands and by 29.98% by proxy votes.

Business context and remuneration outcomes for 2017
The Group ssued a Trading Update dunng the year which
showed overall resulls (excluding the acquisition impact of
Resourang Solutions Limited) with NI 2% lower and profit
before tax Z28% lower than prior year.
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(41

We remain committed
to incentivising people
in accordance with
growth performance.

33

Richard Bradford
Chairman of the
Remuneration Committas

As aresult, and confirmed by the audited Financia!
Statermenis. no annual bonuses were pa:d to Executive
Directors during the year.

We remain committed to a remuneration policy that rewards
nigh individual performance (o drve improved resuiis.

In the next vear the orientation of annual bonuses Is strongly
geared towards year on year growth as this 1s our primary
goal at this stage of the Campany's evolution.

2017 AGM

Although the Directors are not required o provide all the
information detalded In this report by the AM Listing Rules. we
have chosen to do so in accordance with best practice and in
ordar o provide greater transparency to sharehaiders. in doing
50, we have prepared the report with referance to 'the Large
and Medium-s-zed Companies and Groups (Accounts and
Reports) (Amendment) Regulations 2013 (the Regulations),

This report will be put forward to shareholders on an
advisory basis at our AGM on 6 December 2017.

We are commuttad to hearing, and taking active interest in.
your views as shareholders. If you want fo discuss any further
aspect of our remuneration strategy | would welcome your
views, at Richard Bradford2@gattacaplc.com

Finally, we wish 1o thank Rudt Kindts, who relired from the
Board in July 2C17 tor his time chairng the Remuneration
Committee. ana shaping the Remuneratnion Policy approved
last year.

On behalf of the Committee and 2card,
Richard Bradford

Chairman of the Remuneranon Committee
3 Noveimber 2017
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This section of the report contains getails of the Policy that will govern the Comoany's future remuneration payments and
that tock effect from 1 August 2016. The Policy was approved on an advisory basis with 89.98% votes in favour at the AGM
on 7 December 2016. The Policy has been repeated in this year's report ‘or ease of reference; the chart in sect-on 2 has Lteen
updated for the latest financizl information. The Commuttee has established the Palicy on the remuneration of the Executive
Directors and the Crairman. The Board has establishec the Policy on the remuneration of the other Non-Executive
Directors. Awards granted under the previous Directors’ remuneration pehicy will be honoured.

1. Executive Director remuneration policy
Executive Directors’ remuneration policy table

Maxirnam
opportunity

Element, purpose

and link to sirategy Operaticn

Performance measures
and assessment

Base salary

Salaries are reviewed
annually, and any changes
normally take effect from
1T August.

Annual percentage increases
are generally consistent

with the range awarded
across the Group.

To provide compet tive
fixed remuneration tnat
will attract and retain key
employees and reflect
their experience and
costtior in the Grouo. Parcertage InCreases

in satary above this level
may be made in certain
circumstances, such as

(but not limited to) a change
N responsic ity or a
signifrcant increase in the
rcle’'s scale or the Group's
size and complexity.

Wnen determining tne
salary of the Executives,
the Committee takes
intc consideration:

> the levels of base salary
far similar positions with
comparable status.
respansibiity and skills,
Inorganisations of broadly
similar size and complexity;
the perfcrmance of the
Group i the financial year
just ended;

the performance

of the individual

Executive Director;

Individuals who are recruited
or promoted to the Beard
may, or occasicn, have their
salaries set below the
targeted policy level until
they become established

In thewr rote. In such cases,

~r

s

> the individual Executive subsequent increases in
Director's expenence salary may be higher than
and responsibiities; the average until the target
Y any pay conditions (such positioning 15 achieved.
as pay hold) made at the
start of the financial year
Just ended; and
> pay and conditions

throughout the Greup,
including the level of
salary increases awarded
to other employees.

A pread assessment of individual
and cusiness performarce s used
as par: of the salary review.

No recovery provisions apply.

Benefits

Berefit values vary year on
year depending on pre~iums
and the maximum potential
value 1s the cost of the
provision of these benefits.
The Group conducts regular
brokernng exercises o ensure
premiums remain competitive.

To provide competit ve
beresfits and to atirac:
and retaim high

calibra employees.

Reviewed periodically to
ensure benefits remain
market competitive.

Benefits currently include:
> proactive health plan,
¥ car benefit. ard

Y insured benefit schemes.

Other benefits may be
provided from time to time.

No performance or recovery
provisions applicable,

www.gattacaplc.com 47



Remuneration Committee Report continued

1. Executive Director remuneration policy continued

Element. purpose
ard link to strategy

Operation

Maxirmum
opportunity

Performance measures
and assessment

Pension

To provide a competitive
company contribution
that enablas effective
retirement planning.

Pension is provided oy
way of a contributionto a
personal pension scheme
or cash allowance inlieu

of pension benefits,

The maxmum contribut.on
to a company or personal
pension scheme or cash in

liew 1s equal to 10% of salary.

No performance or recovery
provisions applicable.

Annual bonus

Incentivises achievement
of annual objectives
which support the
Group's short-term
performance goals.

48

Bonus awards are granted
annually following the sianing
of the Repaort and Accounts,

Performance period is cne
financial year with pay-out
determined by the Committee
following the year end,

based on achievement
against a range of
performance measuras.

Malus and clawback
provisions apply at the
discretion of the Committee
in exceptional circumstanceas.
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Maximum awards under
the annual bonus are
equal to 120% of salary.

Ary bonus payable above
100% of salary will be
deferred into shares for a
two-year vasting period.

for the relevant year,

Performance targets will be set by
the Committes annually based on
a range of financial measures.

= is intended that two financial
performance measures will be
used for the annual bonus awards,
being (O PBT and (1) NFI,

Other non-financial measures may
be introduced where these are
appropriate but will not exceed
25% of the maximum bonus.

The Committes has the discration to

~

adjust targets or performance
measures for any excentional
events that may occur during
the vear; and

make downward or upward
movements to the amount of
bonus earned resulting from the
application of the performance
measures, if the Committes
believes that the bonus
outcormnes are not a fair and
accurate reflection of pbusiness
performance.

~

As well as determining the
measures and targets, the
Committee will also determine the
weighting of the various measdres
to ensure that they support the
business strategy and objectives
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Element, purpose

and link to strateay Operation

Maximum
opportunity

Performance measures
and assessment

LTIP

The long-term incertive
plan (LTIP) incentivises
Executives to ach eve
supernor returns (o
shareholders cver a
tnree-year per od. to
retain key individuals
and align their interests
with sharehoiders.

Under the LTIP, the
Committee may award
annual grants of
performance share awards in
the form of nil cost options
or cond tional shares (LTIP
awards) on an an~ual basis.

LTIP awards under the plan
will vest after a three-year
performance pernod subject
to the achievement of the
performance measures.

There will be a two-year

holding penod Tor any vested

awards (net of any incorme
tax and rat onal insurance
contributions paid on
exercise)} after the three-year
vasting period for awards
granted to the Executive
Directors.

Malus and clawback
provistons apply at the
discretion of Committee in
exceptional circumstances

Maximum LTIP awards are
equal to 150% of base salary.

All-employee incentives
Encourage all emplovees
to cecome shareholcers.

Elaible employees may
participete In the share
Incentive plan.

Executve Directors will be
entitled to participate orn
the same terms.

Maximum participation levels
for ail staff. incluaing
Executive Directors, are set
by relevant oK legislatien o
other relevant legislation,

Awards vest based on
performance aganst chailenging
targets, aligned with the delivery
of the Group's long-term strategy.

Adjusted earnings per share (EFS)
and relative total shareholder
return (TSR) measures will
determine the vesting of awards
granted in any year (50%
weighting for each measure).

Targets are typically structured as

a challenging sliding scale, with no
more than 25% of the maxirum
award vesting for achieving the
threshold performance level, through
to full vestirg for substantial
out-performance of the threshold.

The Committee has the discretion to:

> adjust targets or performance
measures for ary exceptional
events that may occur during
tne vesting period; and

> make downward or upward
movements i1 the vesting of
tne LTIP result ng from the
apphcation of the performance
measures if the Committee
believes that the outcomes are
not a fair and accurate reflection
of business performance.

The Committee will review
performance measures annually,
n terms of the range of targets,
the measures themselves and
wetghtings appliea to each
element of the LTIP.

The Committee will typically use
the three-month period prior to
the grant date to measure TSR
parformance. Any revisions to the
metrics and/or weightings will only
take place 1f it Is necessary as a
result of developments in the

Group’s strategy.

Not apphcagzle.
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1. Executive Director remuneration policy continued

Element, purpose Maximurm Performance measures
ard link to strategy Operation opportunity and assessment

Share ownership guidelines
To ensure that Executive  The Executive Directors are Tne shareholding ownership Not applicable.

Directors’ interests are encouraged to build or guidelne is 200% of salary
aligned with those of maintam (as relevant: a for Executive Directors.
shareholders over a mirmmum shareholding in the

longer time honzon. Company. Shares includec in

this calculation are those
held beneficially by the
Executive Director and therr
spouse/hfe partner,

The Committee believes that the remuneration struciure in place will support and motivate cur Executive Directors to
deliver the Group's long-term strategic objectives, including the creation of sustainable shareholder returns. Furthermore,
the Commuttee 15 satisfied that the composition and structure of the remuneration package 15 appropriate and does not
incentivise undue risk-taking or reward underperformance.

Discretion within the Directors’ remuneration policy
The Committee has discretion in several areas of policy as set out In this report. The Comm ttee may also exercise
operational and administrative discretions under relevant plan rules approved by shareholders as set out In those rules.

Legacy awards

The Committee reserves the right to honour any remunreration payments or awards, notwithstanding that they are not
In line with the policy set out above, where the terms of the payment or award were agreed before the new policy came
into effect. Such payments or awards will be set out in the Annual Report on Remuneration for the relevant year.

Performance measures and targets
The table below sets out the rationale for performance measures chosen in respect of the annual bonus and LTIR,

Element Performance measures Rationale How targets are set

Annual bonus Financial targets govern The Committee selected the financial The performance targets are
the bonus payments and measures on the basis that they are determined annually by the Committee

typically include PBT the two key performance indicators taking into account market conditions
and NFI. over the short term. and internal and external forecasts,
LTIP EPS and relative TSR. EPS s considered to be an EPS targets are set in reference to the
appropriate measure for aligning the Company’s business plan, market
interests of the Execulive Directors conditions and consideration 1s also

witr those of shareholders and s also  grven to external forecasts.

an established measure of Gattaca's

long-term sustamnable profitability. Relative TSR targets are determined
taking into account the comparative

The use of a relative TSR measure will  market returns and the expected level

ansure that the Executives' interests of returns for Gattaca shareholders.

are algned with Investors and that

maximum vesting will only occur

if stretching levels of returns

are achieved

The Committee 15 of the opimon that disclosing precise targets for the annual bonus in advance would not be In
shareholders’ interests. Except in circumstances whera elements rermain commercially sensitive, actual targets, performance
achieved and awards made will be published at the end of the performance periods so shareholders can fully assess the
basis for any pay-outs. LTIP targets will, where possible. be disclosed prospechively to shareholders in the Annual Report

on Remuneraticn each year.
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2. Mustrations of application of remuneration policy

The charts below seek to demonstrate how pay varies with pe-formance for the Executive Dhirectors based on the stated
policy, The chart shows an estimate of the remuneration that could be received by Executive Directors under the policy set
out In thes report. Each of the bars 1s broken down to show how the total under each scenarno is made up of fixed elements
of remuneration, the annual banus and the LTIP. The charts indicate that a signif cant proportion of both target and
maximum pay I1s performance related.

El_QOO £1156
£1.000
o £857
LEQC
jo)
o
o
. E4OQ £346
£200 L25o
£0
Minimum On-target  Max-mum Minimu™ On-target  Maximum Minimum™m On-target  Maximum
Brian Wilkinson Satar Fazad Keith Lewis
(Chuef Executive Officer) (Chuef minarcial Officer) {Chieft OQperat:ng Cfficer)
Fixed remuneration  Annual vaniable remuneration Long-term variable remunerabion
Assumptrons used In determining the level of pay-out under given scenarics are as foliows:
Element Mirmum Target Maximum

Fixed elements Rase salary at 1 August 2017,

Pansion 10% of satary and estimated value of lbenefits provided under the policy.

Annual bonus Nil 66.7% of maximum 100% of maximum
LTIP Nl 652 5% of maximum 100% of raximum
Notes

No allowance has been made for share price appraeciation i ine with the Regulal ons,
Or-target LTIP represents the m d-point of the vesting scale where 25% vests for threshold pe-formance and 100% vests for maximum.
Participanion in the SIP has been exclodea gver the relative size of the cppartunity levels.
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3. Approach to recruitment and promotions

The Company wili pay levels of remuneraticn to new
Executrve Directors such that it can attract appropriately
skilled and experienced mndividuals, whilst not, inthe apinion
of the Commuittee, being excessive. Where an existing
employee 15 promoted to the Board, the policy set out above
will apply from the date of promotion but there would oe no
retrospective application of the policy in ralation to subsisting
Incentive awards or remuneration arrangements, Accordingly,
prevalling eler~ents of the remuneration package for an
existing employvee would be honoured and form part of the
ongoing remunerahion of the employee. These would be
disclosed to shareholders in the following year's Annual
Report on Remuneration,

Base salary levels will take into account the individual's
experience, market data for the reievant role, internal
relativities, and their current base salary. Where an
individual 1s recruited at below market norms, they may

be re-aligned over time, subject to performance in the role,
Benefits and pension will be in accordance with the policy.

New appointments may also participate in the annual bonus
plan and LTIP in ling with the limuts set out under the polcy
for Executive Directors. The maximum variable pay that
may be provided by the Committee under policy in the
vear of recruitment 1s 270% of salary (i.e. annual bonus

and LTIP maximums).

The Committee does not have an automatic policy to buy
out subsisting incentives granted by an ExeCustive's previous
employer and which would be forfeited on cessation.

However, should the Committee determine that it is
appropriate to do so. the Committee may consder buying
out incentive awards which an imdividual would forfeit upon
leaving their employer although any compensation would,
where possible, be consistent with respect to currency (1.e.
cash for cash, equity for equity), vaesting periods (L.e. there
would be no acceleration of payments), expected values
and the use of performance targets. The Committee may
grant up to the same expected values where possible Lnder
the Company's incentive plans, subject to the annual mits
under these plans. it does. hawever, retain the discretion

to provide the expected value under specific arrangements
in relation o the recruitment of the particular individual,

Where the new Executive 15 relocated from one work location
to another the Company will provide compensation to reflect
the cost of relocation in cases where they are expected to
spend significant time away from theirr home location in
accordance with the Company’s normal relocation package
for employees. The level of the relocation package will be
assessced on a case-by-case basis but may take into
consicderation any cost of iving differences; housing
allowance: and schooling In accordance with the

Company's normal relocation package for employees.
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4. Executive Director service contracts

and payment for loss of office

Service contracts

When setting notice periods, the Committee has regard to
market practice and corporate governance best practice.
Executive Directors service agreemaonts can be terminated
by not less than six months prior wntter nouce given by
the Executive or by not less than six months’ priar written
notice given by the employer. T1e table below summarises
the service contracts for our Executive Directars.

Date of contract

18 September 2013
7 June 2017

20 October 2010

Director

Brian W\‘i(lﬂSOﬂ
Salar Farzad
Keith Lewrs

All service contracts are availlable “or viewing at the
Company's registerod office and at the AGM,

Brian Wilkinson holds a position as a Non-Executive Director
of Conciltum Search Limited, a company 10% owned by

the Group. No fee 1s receivable for holding this position.

Na other Executive Director holds any Non-Execulive
positions In other compames ocutside of the Group.

Payments for loss of office

When determining any loss of office payment for a
departirg Director, the Committee will always seek to
minimise cost to the Corrpany whilst complyving with the
contractual terms and seeking to reflect the circumstances
N place at the time. The Committee reserves the nght to
make additional payvments where such payments are macde
In good faith in discharge of an existing legal obhgation (or
by way of demages for breach of such an obhgation): or by
way of settlement or compromise of any claim arising in
connaction with the terminat on of an Executive Director's
office or employment.

Cnioss of office, salary, benefits ard pension contnbutions
would normally be paid over the notice period, although
the Comeany has discretion to make a fump sum pavment
on termination equal to the value of these elements

of remuneration,

Payments for foss of office under the Company's incentive
plans may be made in line with the respective plan rules
as summarised in the table bhelow.
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4, Executive Director service contracts and payment for loss of office continued

Cessation of employmen:

Change of control

Annual bonus

> Where a parucipant’s employment i1s terminatea after the
end of a performance year but befare the payment i1s
made, the participant wall rema n ehgible for & bonus
award for that performance year subject to an assessment
of the performance targets aver the penoa. Where an
award 1s made, the payment may be delivered fully in
cash. No award will be made in these circumstances Iir the
event of grass misconduct.

|f the participant 1s a good leaver during the performance
year, a bonus will normally be paid in cash at the end of
the year pro-rated for iength of service and the
achievement of performance targets measured over the
full year. Any unvested deferred share bonus awards will
vest on the normal vesting date.

The Committes has the discretion to determine that a
bonus award may be paid In cash at the date of cessation
and/or that the deferred share bonus awards will vest
early. and/or Iin exceptional circumstances whether to
pro-rate the award for time served as an employee.

A 'good leaver' 1s defined as a participant ceasing to be in

W

~

~

employment by reason of death, ll-health, mjury, disability.

redundancy, retirement, the company employing the
oparticipant ceasing to @ member of the Group, the
participant's employving business being sold out of the
Group or at the Committee’s discretion.

Anyone who 1s not a8 good leaver will be a bad leaver. For
a bad leaver. there will be no cash bonus pay-out for tre
yvear in which they leave and any unvested deferred share
bonus awards will lapse.

S~

> The participant will receive the annual bonus in cash
immediately pricr to the date of the change of control.
> The level of cash payment will be determined by the
Commuittee at 1ts discretion by reference to the ti—e
elapsed from the start of the performance year o the
change of control date and the performance levels
achieved as at the date of the change of control
{(wheare applicable).
The Committee has the discret on to determine, i
exceptional circumstances. whether o pro-rate the
award for time served as an employee.
Y Any urvested deferred bonus shares will also vest
immediately prnior to a change of control,
In the event of an internal corporate rearganisation.
the Committee may decide (with the consent of the
acquiring company) to replace unvested deferred
awards with equivalent new awards over shares in
the acguiring company.

~

~

LTIP

> For good leavers, unvested awards will vest on the normal
vesting date subject to {1) the extent any apphcable
performance targets have been satisfied at the end of
the normal performance pertod ana (1) pro-rating to
refiect the period of time between grant and cessation

of employment as a proportion of the vesting per oo

that has elapsed.

In excepticnal circu~stances, the Committee has the
discretion to determine that the end of the performance
period I1s the date of cessation and whether to pro-rate
the number of vested awards to reflect the vesting

period completad,

A'good leaver is defimed as a participant ceasing to bein

~

o

employment by reason of death, ill-health, injury. disability.

redundancy, retirement. the compary employing the
participant ceasirg to a member of the Group. the
participant’s employing business being sold cut of the
Group or at the Committee's discreuon.

Anyone who 1s not a good leaver will be a bad leaver.
Bad leavers will forfeit all unvested awards.

~

~

Urvested awards will vest early subject to (i) the extent that
any apphcable performance targets have been satisfied at
that time and (1) pro-rating to reflect the reduced period of
time between grant and early vesting as a propoertion of the
vesting period that has elapsed.

AL the Committee’s discretion, the Committee may ccnsider
whether to disapply cro-rating for time and performance.
In the event of an internal corporate reorganisation, the
Committee may decide to replace unvested awards

with eguivalent new awards over shares in the

acquInng company.

~

1
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5. Non-Executive Director remuneration policy and letters of appointment
Remuneration policy table
The Board as a whole is responsible for setting t~e remuneration of the Non-Executive Directors, other than the Charrman
whose remuneration is determined cy the Committee and recommended to the Board.

The table below sets out the key elements of the policy for Non-Executive Directors.

Purpose

Maximum opportunity

Performance measures
and assessment

Operation

To provide
compensation that
attracts high calibre

individuals and reflects

their experience
and knowledge.

Fee levels are reviewed periodically
taking into account independent advice
and the time commitment required of
Non-Executive Directors.

The fees paid to the Chairman and

the fees of the other Non-Executive
Directors aim to be competitive with
other listed companies which the
Committee {In the case of the Charman)
and the Board (in respect of the Non-
Executive Directors) cansider to be of
equivalent s ze and complexity.

Non-Executive Directors rmay receive
a base fee and additional fees for the
rale of Senior Indepenaent Director
or membership and/or Chairrmanship
of certain committees.

Non-Executive Directors also receive
reimbursement of reasonable expenses
(and any tax thereon} incurred
undertaking ther duties and/or
Company business.

Arny increase in Non-
Executive Director fees
may be above the [evel
awarded to other
employees, given that
they may only be reviewed
periodically and may need
to reflect any changes

to time commutments

or responsibilities.

The Company will pay
reasonable expenses
incurred by the Chairman
and Non-Executive
Directors.

Non-Executive Director
fees are not performance
related.

Non-Executive Directors
do not receive any variable
remuneration element.

Letters of appointment
The Non-Executive Directors do not have service contracts but are appointed under letters of appointment renewed
annually. Early termination of the appointment is possible with three months' notice. Each Non-Executive Director 1s
subject ta annual re-election at the Company's AGM. The table below sets out the dates that each Non-Executive

Director was first appointad.

Director

Patrick Shanley
Mark Mamone
George Materna
Ric Piper

Richard Bradford
Roger Goodman

Letter of
appointment date

12 QOctober 20156

6 Octcber 2016

30 Novernber 2016
30 November 2016
30 November 2016
20 November 2016

No compensation 1s payable in the event of early terrminaticn apart from the notice pericd. All letters of appomntment are
available for viewing at the Company's registered office and at the AGM.
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6. Consideration of employee remuneration and shareholders

Consideration of sharehclder views

The Committee has an open relationship with shareholders. It welcomes dialogue and engages with significant shareholders
on material changes to its remuneration policy or structure. The Committee s committted to consulting with the Company’s
largest shareholders and should the Committee decide to seek future changes to the Policy will ensure that it allows time to
discuss and corsult witn these sharehoiders,

All~emplcyee remuneration

In setting the remuneration colicy for Directors the pay and cond tions of other employees of Gattaca are taken into
account, including any base salary increases awarded. “he Committee 1s provided with data on the remuneration structure
for management level tlers below the Executive Directors. and uses this information to ensure consistency of approach
trougholt the Company.

The Group cperates a range of bonus plans appropriate to its var ous businesses. The main drivers of these plans, similar
to the Executive D rectors arrangements, are profit and sales. The Company alse provides long-term incentive awards

to certain emplovyees. For all employees, the Company operates a tax efficient sharg incentive plan (SIP) in the LK. The SIP
gives employees the opportunity to purchase shares us to an annual imit with the Company providing additicnal matching
shares for every employee share purchased.

The Committee has not expressly soJght the views of emplcyees and no remuneration comparison measurements were
used wher drawing up the Directors remuneration policy. Through the Board, however, the Committes 1s Lpdated as to
ermployees views an remuneration generally.

2017 Annual Report on Remuneration
This 2017 Annual Report on Remuneration contains details of how the Company’s Policy for Diractors was implemented
during the financial year endea 31 July 2017

1. Executlve Director remuneration

Single figure remuneration table (Audited information)

The remunaration of Executive Directors. showing the breakdown between comporents with comparative figures for the
prior financial year, is shown below

Base Taxable Long-term

salary benefits? Bonus®  ncentives” Fension Total

£000 £000 £'000 £000 £000 £'000
Brian Wilkinson 2017 300 16 - 59 30 408
(Chief Executive Officer) 2016 300 15 ac 88 30 523
kélth Le;/-\;___"-"m“ T T 2017 200 15 - 39 26 S 2{3?)_
(Chief Operating Officer) 2016 190 14 57 87 19 367
Tony Dyer N ) 2017 299 13 - - 17 229
(Chuef Financial Officer) 2016 164 14 62 87 16 343
Satar Farzace 2017 31 2 30 -3 e
(Chief F nancial Officer) 2016 - - - - - -
Nates

Tony Dyor resignec 9 wune 2017, Basc salary mcludes a pavment of 2209200 in heu of nctce

Salar Farzad was appointed 9 june 201/

Taxable berefits comprise car kenefits and pr vate medical iInsurance.

Salar Farzaed was paid a £30,000 borus under the terms of his appointment,

See details on long-term ncentive values below, The 2016 comparatives have been restated using the sare price at the date of vesti~g at 794 pence.

(SN TR
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1. Executive Director remuneration continued

Annual bonus outcomes for the financial year ending 31 July 2017 (Audited information)

For 2017, the Executive Directors maximum bonus opportunity was 120% of salary, The table below provides information
on the targets for each measure, actual performance and resulting bonus payment for each Executive Director.

Maximum
Threshold cerformance
performance target
target (0% of (100% of % of
performance performance performance
Werghting (% measure measure rmeasure
of maximum MAaXIrum maximum Actual maxirmum
honus opportunity Target lavel of opportunity performance oppartunity
Parformance measure opportunIty) earned) performance earnead) outcome earned
Profit before tax (PBT) 75% £22.0m £21.5m £23.6m £15.5m 0%
Net fee income (NFI) 25% £73.1m £78.0m E83.0m £71.2m 0%

The performance measure and actual performance outcome exclude any results from Resourcing Solutions Limited,
which was acguired during the year.

With the exception of a £30.000 bonus paid to Salar Farzad on his appointment as CFO 1n June 2017, no bonuses
were paid 1o Executive Directors as expected, given the Group's trading performance in the year.

Long-term incentives vesting for performance related to financial year ending July 2017

(I} value creation plan: the vCP has a five-year performance period {which ended after the Preiiminary Results
announcement of the Group's results in 2016) and the VCP un.ts entitle the Directors to share in 7.5% of the total
value created for shareholders in excess of an annual hurale at a senes of measurerment dates

The level of value created for Gattaca shareholders will be determined by reference to the appreciation in the Company’s
share price and the amount of dividends paid. The shareholder value created at each measurement date will be calculated
using the average share price over the 30-day penod prior to the retevant measurement date, the measurement date being
30 days after the prelminary announcement of the Group's results. The annual hurdle will be the higher of (1) the actual
share price at the previous measurement date or (1) 20% p.a. growth above the initial price. At each measurement date
each Director will receive an entitlement to Gattaca shares (in the form of a nil cost option) with a value equivalent to each
Director's relevant proportion of the VCP pool created in respect of that measurement date. 50% of the shares granted to
the Executive Directors became exercisable on the fifth measurement date with the balance a year later.

As reported in prior Annual Reports, shares in the form of nit cost options were granted to the Executive Directors following
the achieverment of the annual hurdle at the second and third measurement dates. The annual hurdle was rot achieved at
the fifth measurement date ana no further shares were granted.

As no further shares were accrued at the fifth measurement date (where performance is tested relating to the FYE
31 July 2016), no value 1s shown for the VCP In the single figure remuneration table for 2016 and 2017,

The table below summarises the hurdies and the measurement prices achieved at each measurement date.

Value created

under the

VCP at

Threshold Measurement measurement

F.nancial year Measurement date price price £'000
2012 1st - 16 November 2012 £2.62 £2.54 -
2013 2Znd - 15 Novemnber 2013 £3.14 £5.84 4,991
2014 3rd - 13 November 2014 £3.77 £6.15 580
205 Ath - 28 Novernber 2015 £4.52 £6.10 -
2016 5th - 2 December 2016 £5.42 £2.92 -

In Dacarmber 2016 nmil cost options were granted to the following Executive Directors under the VCP: Brian Wilkinson 7,450,
Tany Dyer 38 444 and Keith Lewis 38,444, These nptions were exercised on the date of grant,
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1. Executive Director remuneration continued
The table below summarises the total number of shares. in the form of nil cost options that have ceen granted at the secend
and thirg measurement dates to Executive Directors,

Audited information

Percentage of Nurgzer of

total urits shares

available aranted (il

Director VCP units  under the plan cost options)
Brian Wilkinson 144,000 14.4% 14,900
Tony Dyer? 145,000 14.5% 146,571
Keith Lew.s 145,000 14.5% 146,571

Notes

T Pran Wilkinson joired the VCP soheme at the start of the 2014 financial year.
7 Resianed 3 hime 2017,

In accordance witn the rules of the plan, 50% of the shares were granted to the Executive Directors in December 2016 with
the balarce due in December 2017,

(i) LTIP: awards were granted on 30 January 2015 and are due to be released on 30 January 2018, These awards were
granted supject to the achievement of certain EPS targets which were measured over three financial years ending 31 July
Z017. The table below summar.ses these awards.

Value of

awards shown

Number of ni Nurnber cf in the single

cost oplions Ferformance Performance  Performance awards figure table

granted measures targets outcome veasting for 2017

Briar Wilkinson 18,884 100% EPS underpin Note 1 100% 18.884 £5%,000
Keith Lew:s 12,361 100% EPS underpin Note 1 100% 12,361 £33,000

Notes

1 At 7% p.a + RPl 33% vests. At 14% £ a. + RP{ 1M00% vestis

2 The value of the awards will not be known untyl 30 January 2018, tharetore in line with the Regulations, we have used the average price over the
last quaiter of the 2077 financial vear, equal to 313 9 pence We will restate the value of the awards in the 2018 Directors’ Remuneration Report

In accordance witn the LTIP rules the Comrittee decided to allow the early vesting of 26,919 nil cost aptions awarded to
Tony Dyer; his remaining opt ons lapsed.,

Defined benefit pension
The Executive D-rectors oo not have a prespective nght to a defined bensfit pension by reference to qualifying service.

2. Payments to past Directors or for ioss of office (Audited information)
A paymen: of £109,000 m lieu of nctice was paid ta Tony Dyer

3. Implementation of remuneration policy for the Executive Directors for 2018
Fixed remuneration: the Committee has determired that no salary increase will be appliad to the current Executive
Director salary levels for 2018, Benefits and pensions will be provided in ine with policy.

Annual bonus: the maximum banus will be 120% of salary for each Executive Director. For the 2018 financial year,
performarce measures will be based on PBT and NFI targets. The Committee 1s of the opinion that the precise performance
targets for the annual bonus are commercially sensitive and that it would be detrimantal to the interests of the Company

to cisclose them before the start of the financial vear. Actuatl targets, performance achieved and awards made will be
published at the end of the performance perod so shareholders can fully assess them

LTIP awards: detalls of the LTIP awards to be made, undear the LTIP, aftar the 2017 AGM are prov-ded below.

Maxirum value of

Director Type of award award at grant date asting peroad Exercise price
Brian Wilkinsan Nil cost OD’ZIO;I__- 1_50"/;-of“;é‘;a'ry o VT'ﬂree years from grant with two-year o {\W
Salar Carzad NIl cost apzion 150% of salary hoiding pencd post vesting N
Keith Lew:s NIl cost option 150% of salary Nil
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3. Implementation of remuneration policy for the Executive Directors for 2018 continued
The awards will vest subject to achieving two challenging measures, namely growth in adjusted EPS (50% weighting) and
relative TSR {50% weighting). The targets are shown in the table below.

Performance target

(pence per share vesting
Measure Performance pericd per annum) (% of award)
Growth in adjusted earmngs per share' Three financial years ending Less than 6% 0%
(50% award weighting, 31 July 2020 6% to 15% 25% to 100%
Relative TSR versus peer group of recruitment Three years from the Below median 0%
companies (50% award weighting)’ date of grant peer group return
From peer group 25% to 100%
median to +9%
Notes

1 The defimbticn of adjusted EPS will be as disclosed in the Financial Statemants. Growth in EPS will be calculated on a comrpound annual growth basis
2 Growthain TSR will be calculated on a compound annuat growth pasis. The peer group «cludes 11 FTSE All Share and FTSE AIM racru.tment
companies to ensure the Committee assesses performance against companes wath similar business characteristics.

In determining the final vesting, the Committee will constder the underlying financial performance of the business to ensure
that the vesting outcome reflects the performance of the Company.

4. Non-Executive Director remuneration (Audited informaticn)

Single figure remuneration table

The remuneration of Non-Executive Directors showing the breakdown between components, with comparative figures for
the prior year, 15 shown below:

Feas Pension Total
Director £ 000 E'000 £'000
Patrick Shanley 2017 10 - 100
2016 &7 - 67
George Materna 2017 o T 52 - - 52
2016 51 - 51

Ric Piper 2017 - 57 1 B8
2016 99 1 100
Richard Bradford 2017 o 46 - 26
2015 46 - 46

Rud Kindls? To017 51 - 51
2016 45 - 45
Roger Goodman 2017 48 - 46
2016 46 - 46

Mark Mamone® 2017 - k3] -z

Notes

1 2016 fees include role as Interim Chairman
2 Resigned 31 July 2017,

5 Appointed 7 Decermber 2016,

Fees to be provided in 2018 to the Non-Executive Directors
The Board has determimned that no increase will be applied to the current Non-Executive fee in 2018,

2018 2017 %
Fee component £'000 £'000 change
Chairman fee B T 100 100 -
Non-Executive Director base fee 4% 46 -
Senior Independent Directar fee 5 5 -
Committee Chairman fee (Audit and Remuneration Committees) 5 5 -

Committee member fee (Audit and Remuneration Committees) - - -
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5. Directors’ shareholding and share interests

Shareholding and other interests at 3t July 2017 (Audited information)

Directors’ share interests are set out below. From 2017, 1in arder that therr nterests are aligned with those of shareholders, Executive
Directors are encouraged to buld and maintain a personal shareholding 1n the Company equal to 200% of ther base salary.

Interests in shares under

Shareholding at t1e LTIP {ml cost options) and SIP awards
31 July 2017 20N VCP {nil cost optiors) {matchirg shares)
o Number of Total interests Toral vested  Total interests

beneficially % of salary subject to interests subjectto  Total interests
Director owned shares® helg! cordittons unexercised conditions  at 31 July 2017
Brian Wlkinson 176,999 181% 150,485 7,450 84 335,018
Salar Farzad - - - - - -
Kaith LLews 400,570 615% 733,252 73,286 3714 710,822
Tony Dyet! 403,090 - - 73,286 - A78.376
Patrick Snaniey 15,000 - - - - 15,000
GCeorge Materna 7,.877.405 - - - - 7,877,405
Ric =iper - - - - - -
Richard Bradford - - - - - -
Rudi Kindts? - - - - - -
Roger Goodman 80,143 - - - - 80,143
Total 8,453,207 383,737 154,022 5,798 9,494,764
Notes

1 Resigned & June 2017

2 Resigned 371 July 2017,

3 Bereficial interests include sthares held directly or indirectly by connected persons. These also incluoe partnership shares held under the SIP.
4 % of salary held calculatec using the share pricea on 31 July 2077 being 207.0 pance

There have been no changes between 31 July 2017 and the date that this report was signed.
LTIP awards granted in 2017 (Audited information)

The table oeiow sets out the details of the LTIP awards granted or 3 February 2017 where vesiing will be determined
according to the achievement of certamin performarce measures.

Face valug/ maximu= value of Number of
Director Type of award award at grant datel (£/% of salary)” shares Vesting date  Exercise price
érTarWllkinson Nil cost options 5300.006'/150% 97,403 % February 2020 Ny
Tony Dyer! Nil cost options £190,000/95% 561,688 % Febraary 2020 NI
Kelth Lews Nil cost options £190,000/100% 51.688 3 Febraary 2020 Nil

MNotes

1 Resigned 9 June 2010/

2 Ashare price of 3080 pence on St Jcly 2016 was used Lo delerming the maximum “ace value of awarcs, $1 July 2016 was used as the closing price
al Lhe previous year «na,

The awards will vest subyoct to achieving the following targets:

Measure Performance period Performance target Vesting (% of award)
Relative TSR versus peer group Three financial years, ending Mechan TSR 25%
of recruitment companies the 2019 financial year
(52% award weighting)
Madian TSR + 9% 100%
Straight hne vesting betweer above points
Growth in adjusted Thrae financial years, ending Less than 6% per annum 0%
earnirgs per share the 2019 financial year
15% per annum 100%

Straight ine vesting betweer above coints
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5. Directors’ shareholding and share interests continued

SIP awards granted in 2017 (Audited information)

During the year, the Group cperated a share incentive plan (SIP) for Executive Directors and all staff. Under the scheme,
staff are entitfed to buy shares in the Company cut of pre-tax satary. Staff can invest up o a maximum of £1.800 per
annum, which will be used to purchase shares. The Group will award ane free share for every share that s purchased.

Staff will receive matching shares at the end of a three-year holding period, subject to remaining employed within the Group
and the shares they bought remaining in the plan throughout the holding penod. The table below details the shares bougrt
and matching shares awarded to the Executive Directors during the year,

Matching

shares

Director - ] Purchased  awarded
Brian Wilkinson - 247
Kerth Lewis 566 238
Tony Dyer' - 750

Salar Farzad - -

1 Resigned S Jung 2017

6. Chief Executive Officer and employee pay

Total shareholder returns and Chief Executive Officer pay over the last seven years

The Committee believes that the current Executive Director policy and the supporting reward structure provide clear
alignrment with the Company’'s performance. The Committee believes It is appropriate to monitor the Company's
performance aganst the FTSE AIM All Share index as it represents a broad equity market and therefore is a fair comparator.
The chart below illustrates our total shareholder return perfarmance against the FTSE AIM All Share Index over the last
eight vears.
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6. Chief Executive Officer and employee pay continued

20n 2212 2013 2014 2015 2015 2016 2017
2010 AL A A AL A B B, B.
AL Gunn Gunn Gunn Gunn Gunn Gurn’  Wilkinson®  Wilkinson  Wilkinson
Role CEC CEO CEOD CEO CEG CEO CEQ CEQ CEO
S-ngle figure of total
remuneration (E'CQ07 247 249 3.4 328 352 238 493 568 405
Annual bonus
(% maximum) N/A N/A NAA N/A N/A % 40% 29% 0%
L.TI? vesting
(% maximJm) 0% 0% 0% 0% 87% 0% 0% 100% B86%
VCP vesting'
(% of maximurm) - - 0% 100% 100% 0% 0% % N/A
Naotes

1 The VCOP was implementedn the 2012 financial year. Urder the VCR performance s measured annually and as discussed preavicusly, the hurdle was
azhieved at the secord and third measurement dates (1 ¢ performarce related to the 2013 finanoial year and 2014 financial year) The performance
hurdle was not achieved at the first. fourth and fifth measu ement dates

2 A Gunnleft Gattaca 28 January 205,

3 Fot FYE 2015 B. Wilkinson's rermunesation 1s shown for the period he was Chief Sxecltive Otfficer,

Percentage change in the Chief Executive Officer's remuneration
The table below compares the percentage change in the Chief Executive Officer's pay with that of the senior management greup
who had been emploved ave- the comparable period. The Committee deems this to be the most acpropriate comparator group.

Base Annual
% change from 2016 to 2017 salary Benefits bonus
Chief Execut ve Officer 0% +7% - 100%
Employee pay +4% +3% -95%

Relative importance of spend on pay
The table below sets out the overall spend on pay for all emploveess comparsed with the returns distributed to shareholders,

%

2017 2016 cnange

All-employee spend on pay (£'000) 41,416 37,095 +12%
Total distribution to shareholders (£'000) 7,195 5,892 +4%

Naote
1 The above fiqures are takan frem Note 4 o the Sinanc.al Statemeants,
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7. Considerations by the Committee of matters relating to Directors’ remuneration in 2017

The Committee determinas and agrees with the Board the Policy for the Chairman of the Board, the Executive Directors
and other management team members, and aporoves the structure of, and targets for, tner annual parformance-related
pay schemes. It reviews the design of share incentive plans for approval by the Board and sharehalders, and determines
the annual award policy to Executive Directors and Management Board members under exisung plans.

W thin the terms of the agreed Policy, the Committee determines the remaimnder of the remuneration packages (principally
comprising salary and pension) for each Executive Director and senior leadership member. It also reviews and notes the
remuneration trends across the Group. The Committee’s full Terms of Reference are avallable on the Cormmpany's webste,
www.gattacaplc.com.

Attendance

(% of

Numger of meetigs

Mamibers of the Committee during 20°7 Independent  meetings neld held)
Rudh Kindts Yes 3 100%
Richard Bradford™ (Cha:rman) Yes 1 100%
Roger Good~—an Yeas 2 100%

Note
* Effective ] July 2017 as member and Charrman

During the year, there were three Committee meetings. Tne matters covered at each meetirg included 2Q15/16 performance
and bonuses, 2016/17 bonus performance targets, LTIP performance measures and scheme, Executive Directors reward
policy, 2017 ieadersh:p variable pay scheme, 2016 bonus schedute and 2016/17 bonus objactives, 2017 salary review budget
proposal, Remuneration Committee advisars and employee benefit broker provider.

All Committee members attended all meetings that took place while they were members. None of the Committee membars
has any personal financial interest (other than as a sharehclder) in the decistons made by the Committee, corflicts of
interests arising from cross-directorships or day-to-day involverrent in ranning the business.

The Chairman. Chief Exacutive Officer, Chief Financial Officer and HR Director may attend meetings at the nvitation of the
Committes, but are Not present when therr own remunaration 1s baing d.scussed. The Committee 15 supported by the HR
Directer, finance and company secretar at functions.

The Commties received external advice in 2017 from PwC. PwC s considered by the Committee to ce objective and
indesendert. PwC s a membaer of the Rermunerasion Consultants Group and, as such, voluntarly operates under the
code of conduct Ir relation to execubive remuneration consulting In the UK. The Commuttee reviewed the naturc of all the
services provided during the year by PwC and was satisfied that no conflict of interast exists or existed in the provision
of these services.

The total fee paid to PwC 1n respect of services to the Caomrittee during the year was £60,000. The fee was deterrined
basced on the scope and nature of the projects undertaken for the Committec.

8. Statement of voting
The 2017 Directors’ Remuneration Report will be put forward to shareholders on an advisory kasis at the next AGM.

This report was approved by the Committee, on behall of the Board. on the date shown helow ana signed on s behalf oy’

Richard Bradford
Chairman of the Remuneration Com™ittee
3 November 2017
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The Directors are responsible for preparing the Annual Report and the Group and Parent Cormpany financial statements in
accordance with applicable law and regulations.

Campany law reguires the Directors to prepare Group and Parent Company financial statements for each financial year.
As required by the AIM Rules o the Lonaon Stock Exchange, they are required to prepare the Group Financial Statements
In accordance with International Financial Reporting Standards as adooted by the Eurcpean Union (IFRSs as adopted by
tre EU) and applicable law and have elected to prepare the Parert Company financial statements on tre same basis.

Under company law the Directors must not approve the Financial Statements unless trey are satisfied that they give a true
and fair view of the state of affairs ¢f the Group ana Parent Company and of their proft or loss for that penod. In preparing
each of the Group and Parent Company Financial Statermnents, the Directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable, retevant and reliable;

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

assess the Group and Parent Company's ability to continug as a gong concern, disclosing, as applicable, matters related
to going concern, and

» use the gomng concern basis of accounting unless they either interd to hguidate the Group or the Parent Company or to
cease gperations, or have no realistic alternative but to do so.

WO N N

Tre Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Parent
Company's transactions and disclose with reasorable accuracy at any time the financial position of the Parent Cempany
and enacle them to ensure thal its Financial Statements comply with the Compames Act 2006, They are responsible tor
such internal control as they determine 1s necessary to enable the areparation of financial statements that are free from
material misstatement. whether due to fraud or error, and have general responsibility for taking such steps as are reascnably
open to thern to safeguard the assets of tne Group and to prevent and detect ‘raud and otherirregularities.

Tre Directors have decided to prepare voluntanly a Directors’ Remuneration Repcrl 1in accordance with Schedule 8 to the
lL.arge and Medium-sized Companies and Groups (Accounts and Reporis) Regulations 2008 made under the Companies
Act 2006, asif those requirements applied to the Company. The Directors have also decided to prepare voluntarily a
Corporate Governance Statement as If the Company were required 1o comply with the Listing Rules and the Disclosure
Guidance ard Transparency Rules of the Financial Conduct Authority inrelation to those matters.

Under applicable law and regulaticns. the Directors are also responsible for prepanng a Strategic Report and a Directors’
Report that camphes with that faw and those regulations.

Tre Durectors are responsible for the maintenance and integrizy of the corparate and financial infermation included on the
Company's website. Legislation in the UK governing the preparation and disse~ination of financial statements may differ
from legistation in other junisdictions.

We consider the Annual Report and Accounts, taken as a whole, 1s fair, balanced and understandable and provides the
information necessary for shareholders to assess the Group's position and performance. business model and strategy.

Signed on behalf of the Board
9 November 2017
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Independent Auditor’s Report

To the members of Gattaca PLC

1 Our opinion is unmodified

We have audited the financial statements of Gattaca PLC ("the Company”) for tne year ended 31 July 28017 which comprise
the consolidated income statemeant, Statermnent of Comprehensive Income, Statements of Changes in Equity, Statements of
Financial Position, Consolidated Cash Flow Statement and the related rotes, inzluding the accounting pohcies in note L

In our opinNion

» the financial statements give a true and fair view of the state of the Group's and of the parent Company’s affairs as at
31 July 2017 and of tne Group's profit for the year then ended,

» the Group financial statements have been properly prepared in accordance w th international Financial Reporting
Standards as adopted by the European Union (IFRSs as adopted by the EU;

Y the parent Company financial statements have been properly orepared in accordance with IFRSs as adoptea by the
EU and as acphed in accordance with the provisions of tne Compames Act 2006; and

> the financial statements have been prepared in accordance wilh the requirements of the Campanies Act 2006.

Basls for opinion

wWe conducted cur audit in accordance with International Standards on Auditing (JK) ("ISAs (UK)" )y and appl:cable faw.
Our responsibilities are described below., We have fulfilled cur ethical ~esponsibilities under, and are independent of the
Group in accordance with, UK ethical requirements including FRC Ethical Standard as apphed to listed entities. We believe
that the audit evidence we have obtained 1s a suff crent and appropriate basis far our opinion.

2 Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial
staterments and include the most significant assessad risks of material misstaterment (whether or not due to fraud) identified
by us. Including those which had the greatest effect on: the overall audit strategy; the allocation of rescurces in the audit; and
directing the efforts of the engagement team. These matters were addressed in the context of cur audit of the financiat
statements as a whole. and in forming our opimion thereon, and we do not provide a separate opinion on these matters.

In arriving at our audit opinion above, the key audit matters, in decreasing order of audit significance, were as follows
(unchanged from 2016):

Risks associated w:th the Group

Risk: Valuation of Goodwil}
31 July 2017 £28,739,000 (31 July 2016 £26,094,000)
Refer to the Audit Committee report, Note ix (Summary of sign ficant accourting policias),
Note xxit (Summary of significant accounting policies) and Note 12 {Irtangible Assets).

Detailed description: Forecast based valuation
The key risk area has evolved In the current year o include the valuation of goodwill for the
newly acguired Resourcing Solutions Limited (RSL). Goodwill of £2.6m has been recognised
in the current period. Thisas currently within its own CGU (see note 12).

The considaration paid by the Group for past acgu.sitions was based on the businessas acquired
and consideration of future profits that this would bring to the Groun, incluching synergies. There
is a risk that the future cash-flows of the acquired cash generating units may no longer support
the carrying value of the goodwill, with the currert year increased risk arising due to performance
post acquisition and the uncertainties associated with the market such as Brexit.

Significant headroorm in the goodwill balance has been identified when considered in
previous years based on the forecast future profits, however its valuation is still considered
a key risk due to the performance during FY17 and the current financial climate.
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Cur response:

Cur procedures included the following.

Historical comparisons: We cbtamed the zash flow forecasts, calculation of the recoverable
amaount and the Gattaca assassment of the current position of whether an impairment 1s
required as at 31 July 2017. Based on historical performance of the business we critically
assessed the forecasts, includirg performirg a review of the tistoncal accuracy of prior year
forecasts to assess the group’s ability to foarecast accurately.

This included obtaining the management accounts for the first two months of FY18 (August
and Septamber 2017) and comparing thess against forecast figures to assess the accuracy
of the forecasts for the following period

Sensitivity analysis: Our work on the forecasts incl.ded a stress test for future margins and for
revenue stream growth compared to current performance to determine the point at which the
recoverable amount fell below book value

We also performed a sensitivity analysis over discourt rates to understand the discount rate
that would be requred to result in an impairment.

Benchmarking assumptions: The discount rates were agreed to consultation from a special st
engaged by the Group.

We considered the reasonableness of the growth rates {including projected growth in revenue
and costs) included in the calculation. The growth rates have been considered against the
current level of UK inflaticn and benchmarks for the industry of expected growth rates.

Assessing transparency: We assessed whether the Group's disclosures properly reflected the
risks :nherent in the calculations and met the requirements of relevant accounting standards.

Risk:

Recoverability of Trade Debtors

Debtors over 90 days 31 July 2017 £1,958,000 (31 July 2016 £190,000)

Refer to the Audit Committee report, Note xvi (Summary of signifrcant accounting policies),
Note xxii (Summary of significant accaunting policies) and Note 16 (Trade and other receivables)

Eﬁai_léd description:

Subjective estimate

The business operates In tarritories which may have wesker economies and where longer payment
terms are normal. There 1s a nisk that debtor balarces are not paid, due to disputes or customers
becoming insclvent, The longar payment terms may mean that the business contnues to trade
with these customers when the debt 1s actually irrecoverable. The nsk s that the provision in place
18 not sufficient to cover any aged debts which are not expected to be recoverable,

Qur response!

Our proceduras included the following.

Control design: We nave tested the effectiveness of controls over the debt chasing of
customers with «dentified 1ssues witn debts.

Historical comparisons: We have critically assessed the application of the Directors' provisioning
for bad debts policy by perferming a recalculation and considering the appropriateness of the
provision reccrded compared to odr expectation and by comparing the amounts recognised to
that written off relating to bad debts in the previous year.

Test of details: Post yvear end cash receipts testing has been performed and Includes investigating
balances over 90 days that were not settled by the time of the audit. or those debtors for

which 7o payment has been received post year end and for which no provision s in existence,

we challenged the Directors’ assessment of the circumstances of that debtor and the hkely
recoverability of the related debt and inspecting evidence to support the Directors assessment.

Assessing transparency: As part of our procedures we have considered the sufficiency of the
astimation and credit nsk disclosure in the accounts under the 'key JLdgements’ to determine
that the disclosure 15 reflective of the business risks.
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Risk: Revenue Recognition (including its inclusion in the appropriate period)
31 July 2017 £26,681,000 (31 July 2016 £25,315,000) - Accrued Income
Refer to the Audit Commuttee report, Note vi (Summary of significant accounting policies),
Note xxir (Summary of sigmificant accounting policies) and Note 2 (Segmental information)

Detailed description: Cut off
There s a nisk that sales may be recognised in the wrong period due to the volume of client
work peing performeo around year erd. This risk s increased with an estimate being made of
any hours worked where a timesheet has not yet been received by year end but the work 1s
known to have been completed. This balance is significant by value to our audit. The risk 15
around both the timesheets not received and those timesheets received late in the process.

The manual process for calculation of this amount and its direct impact on the operating
profit margin, is identified as the key risk due to the risk of error or mantpulation.

Our response: Qur procedures nchuded the fallowing.

Test of detail: We have obtained the breakdown for revenue recognised with respect to
contractor timesheets not received before the period end and agreed a sample of entries back
to oniginal timesheets received post year end to consider whether these have been recognised
in the correct pernod, We have also obtained the accrued revenue breakdown for tirmesheets
which have been authorised but ne invoice yet raised and agreed a sample back to the criginal
timesheet to check whether these have been recognmsed in the correct period.

We performed testing to compare whether the August revenue was in hne with July revenue
to determine whetner revenue garned in 2017 had been deferred to 2018.

Assessing transparency: We have considerad the sufficiency of the disclosure of the estimation
risk relating to the accrued income within the accounts,

Risks associated with the Company:

Risk: Valuation of I-;westments

31 July 2017 £7,987,000 (31 July 2016 £7,213.000)
Detalled description: Gattaca PLL holds an investment 1in Matchtech Group (Holdings) Limited, which 1s the holding

company that owns the Gattaca trading companies. There is a risk that the valuation of the
investments is not supportable and should subseguently be iImpaired.

Qur response: Our procedures Including the following,

Comparing valuations: Comparing the carrying amount of the investment with the relevant
subsidiaries' financial statements to identify whether their net assets, being an approximation
of therr minimum recoverable amount, were In excess of therr carrying amount and assessing
whether those subsidiaries have historically been profit-making

We have assessed the investment carrying amount against the market capitalisation of the group
as an indicator of the value of the trading business held by Gattaca PLC stardalone entity.
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3 Our application of materiality and an overview of the scope of our audit
Group revenue Group profit before tax

“ == Full scope for group audit purposes 2016
—~— Residual components 2016
== FU|l scope for group audit purposes 2017
= Residual components 2017

97% 100%

2016: 96% 2016 96%

Group total assets Group net fee income

E 5

96% 94%

2016 98% 2016: 92%

Materiality for the group “nanzial statements as a whole was set at £600,000 (2016 £1,000,000) determined with
reference to a berchmark of average group profit before tax across 2016 and 2017, of which 1t represents 4.5%
(2016 4 7% groun profit before tax).

Materiality for the parent company financial statements as a whole was set at £450,000 (2876 £750,000), deter~ined
with reference to a benchmark of Net Assets, of which it represents 1.1% (2016: 1.8%).

We agreed to report to the Audit Committee any corrected or uncorrected identified misstatements exceeding £30,.000
(2016 £50,000), in addition to other identified misstatements that warranted reporting on qualitative grounds.

Of the group’s 31 (2016 33) reporting components, we subjected 16 (2016: 15) to full scope audits for group purposes. The
compenents audited were in the following locations: UK (10, North America (2), South Africa (2), Mexico (1) and Dubal ().

The Group team instructed component auditors as to the significant areas to be covered, incluoing the relevant risks
detalled above and the information to be reported back, The Group team approved the component materiality’s, which
ranged from £50.000 to £300,000 (2016 £50,000 to £500,000), having regard to the mix of size and risk profile of the
Group across the components, “he work on 11 of the 16 components (2016, 2 of the 15 components) was performed by
component auditors and the rest by the Group team.

Telephone conference meetings were alse held with these comporent auditors. At these meetings, the findings reported to

tne Group team were discussad In more detall, and any further work reguired by the Group team was ther performed by
tne component auditor.
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4 We have nothing to report on going concern

We are regulired to report to you If we have anything matenal to add or draw attention to in relation to the oirectors’
statement in note 1 to the financial statemants on the use of the going concern basis of accounting with no matenal
uncertainties that may cast significant doubt over the Group and Company’s use of that oasis for a period of at least
twelve months from the date of approval of the financial statements. We have nothing tc report in these respects,

5 We have nothing to report on the other information in the Annual Report
The directors are responsible for the other information presented in the Annual Report together with the financia!
statements, Cur opinion &n the financial state~ents does not cover the other information and, accoromngly, we do not
express an audit opinion or, except as explcitly stated below, ary form of assurance conclusion thereon.

Qur responsibility s to read the other information and, in doing s, censider whether, based on cur financial statements
audit work, the nformation therem is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work we have not identified material misstatements in the other informatior.

Strategic report and directors’ report
Based solely on our work on the other information:

» we have not identified material misstaterments sn the strategic report and the directors' report,
Y} inour opinion the information given in those reparts for the financial year 1s consistent w th the financial statements; and
¥ inour opinion those reports have been prepared in accordance with the Comparnies Act 2006.

Directors’ remuneration report

Inaddition to our audit of the financial statements, the directors have engaged us to audit the information in the Directors
Remuneration Report that is described as having beer audited, which the directors have decided to prepare as If the
company were required to comply with the requirements of Schedule & to The Large and Medium-sized Companies and
Groups (Accounts and Reports: Regulations 2008 (&1 2008 No. 410) made under the Compames Act 2006,

In cur opinton tne part of the Diractors’ Remuneration Repart to be audited has been properly prepared in accordance
with the Caompanies Act 2006, as if those requirerments applied to the company.

Disclosures of principal risks and longer-term viability
Based on the knowledge we acguired during our financial statements audit, we have nothung material to add or craw
attention to in refation to:

Y the directors’ confirmation within the Viabllity Statement (ncluded within the Directors Report) on page 35 that they
fave carried out a robust assessment of the principal risks facirg the Group, includ ng those that would threaten its
business model, future performance, solvency and hauidity,

¥ the Principal Risks disclosuraes describing thase risks and explaining how they are being managed and mutigated; and

?» the directors' explanation in the Viability Statement of how thay have assessed the prospects of the Group, over what
period they have done so0 and why they considered that period to be appropriate, and their statement as to whether
they have a reasonable expectation that the Group will be able to continue In operation and meet its habilities as they
fall due over the period of ther assessrment, including any related disclosures drawing attention to any necessary
qualifications or assumplions.

Corporate governance disclosures
We are reqguired to report to you if.

¥ we have identified material inconsistencies between the knowledge we acguired during our financial statemerts audit
and the directors’ statement that they consider that the annual report and financial statements taken as a whole s fair,
halanced and understandable and provides the information necessary for snareholders to assess the Group's position
and performance, business model and strategy; or

Y the section of the annual report descrio-ng the work of the Audit Committee does not appropriately address matters
communicated by us to the Audit Committee.

In addition to our audit of the financial statements, the directors have engaged us to review the r Corporate Governance
Statement as If the company were required to comply with the Listing Rules and the Disclosure Guidance and Transparency
Rules of the Financial Conduct Authority in relation to those matters. Under the terms of our engagement we are required
to review the part of the Corporate Governance Staterment relatung to the Company’'s comphance with the eleven provisions
of the UK Corporate Governance Code specified for our review.

We have nothing to report In these respects.
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6 We have nothing to report on the other matters on which we are required

to report by exception
Under the Companies Act 2008, we are required to repert Lo you If, in our apinien.

> adeqgusate accounting records have not been kept by the parent Company, or returns adeguate for our audit have
not been received from branches rot visited by us; or

Y the parent Company financial statements and the part of the Directors’ Remuneration Report which we were engaged
to audit are not 11 agreement w th the accounting records and retur~s; or

> certamn disclosures of diractors remuneration specified by law are not made, or

> we have not received all the information and explanations we recure for our audit,

We have nothing to report in these respects

7 Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page 34, the airectors are responsible for: the preparation of the
financial statements ncluding being satisfied that they give a true and fair view, such internal control as they determine

15 necessary to enable the preparation of f nancial statements that are free from maternial misstatement, whetrer due to
fraud cr arror; assessing the Group and parent Company’s ability to continue as a going concern, disclosing. as applicable,
martters relates to going concern; and using the going concern basis of accounting unless they either intend to hquidate
the Group or tha paront Company or o cease operations, or have no realistic alternative but to da so.

Auditor’s responsibllities

Qur chjectives are to obtain reasonable assurance about wnether the financial statements as a whole are free from maternial
rmisstatement, whether due to fraud or error, and to 1ssue our optrion N an auditor's report. Reasonable assuranceisa h gh

level of assurance, but does not guarantee Lhat ar audit conducted In accordance with 1SAs (UK will always detect a matenal
misstatermeant when it exists. Misstatements can anse from fraud or error and are considered material if, iIndwidually or in aggregate,
they could reascnably be expacted to influence the econoric decisions of users taken on the basis of the financal statements.

A fuller description of our responsibilities is ocrovided on the FRC's website at www.frc.org.uk/auditorsresponsibilities.

8 The purpose of our audit work and to whom we owe our responsibilities

This report s made solely to the company's mermibers, as a body, in accordance with Chapter 3 of Part 16 of the Companes
Act 2006 and the terms of our engagement by the company. Our audit work has been undertaken so that we might state to
the company’s mambers those matters we are required to state to them in an auditer's report, and the further matters we
are required to state to them in accordance with the terms agreed with the company. and for no other purpose. To the
fullest extent permitted by law we do not accept or assurme rasponsibility to anyene other than the company and the
company's members, as a body, for our audit work, for this report, or for the opimons we have formed.

Steve Masters (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

Gateway House

Tollgate

Chandlers Ford

S052 376G

9 November 2017
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Consolidated Income Statement
For the vear ended 31 July 2017

2017 2016
Note £'000 £000
Revenue 642,265 6817 604
Cost of sales (567,657) (544,608)
Gross profit - - N - 2 7a708 72996
Administrative expenses (62,004) (57 9343
Pront from operatlons o - ' - ) S 3 __12,704‘ 15, 062
Proﬁt From operations before amort\satlon of acqmred mtangﬂa\es o - o - i
| and non-recurring costs 17,388 21,089
Non-recurring costs included within administrative expenses 3 (1,610) (2,371)
Amortlsat\on of acqu[red intangibles 3 (3,024) (3.656)
Prof\t on d\sposal of subsld;FW o T 7 - T 58”7
Finance mcams 5 44 1,025
Finance cost 6 (1,240) (1,076)
Profit betore tax S A 11,508 15069
Taxation g (4 160) (5,152
Profit for the year- - - - - ' 7, 3&77 N 99?
Attributable to" ) '
Equity holders of the parent 7,176 9917
Non controilmg mterests 172 -
S T T T zae 9017
All of the activities of the Group are classed as continuing.
Earnings per ordinary share
2077 2016
Note pence pence
Basic 10 234 321
Diluted 10 22.7 31.0
Statement of Comprehensive Income
For the year ended 31 July 2017
2017 2016
£000 £'000
Profit for the year 7,348 9,817
Other comprehensive income
Exchange d\fferences on traﬁslatmg for@gn overations 218 835
Olgl-ner comprehenswe |ncome for the year - R " WEW 83;
Totai comprehensive income for the year attnbutabie to equlty holders ;ﬁﬁaarent ) o 7,566- 10 7%?_‘
Attributable to: 7 .
Equity helders of the parent 7,394 10,752
Non- controllmg Interests 172 -
'l-'t-:;{:al o T o 7 - - - 7 7,566 170,752—7

The accompanying notes form part of these financial statements
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A) Group
Share-
based Translation ~Non-

Share Share Merger payment of foreign Reta ned controlling

capital premium reserve reserve  operations carni~gs mnterests Total

£000 £'CQ0 £000 £'000 £'000 £'000 £°002 €000
At 1 August 2015 309 8,694 28,750 2,140 {20) 36,648 16 76,537
Profit for the year - - - - - 9,917 - 5,917
Other comprehensive Incame - - - - 835 - - 835
Total comprenensive income - - - - 835 9917 - 10752
Dvidends paid 11 the year - - - - - (6,892) - (6,892
Deferred tax movement
re share options - - - - - (1853 - (185>
Acquisition of nen-
controlling interest - - - - - (124) (6) (240)
IFRS 2 charge - - - 1.537 - - - 1,557
IFRS 2 reserves transfer - - - (1,140 - 1,140 - -
Shares issued - - - - - 5
Transactions wath owners 32— 397 - BOBL (16 (5.675)
At 31 July 2016 312 8,696 28,750 2,537 815 40,504 - 8L614
At 1 August 2016 312 869 28,750 2,537 815 40,504 - 81,614
Profit for the vear - - - - - 7.176 172 7.348
Cther comprehensive mcome - - - - 218 - - 218
Total comprehensive ncome - - - - 218 7176 172 7,566
Dividends pard in the year - - - - - ({7,195} - (7,185)
Deferred tax movement
re share options - - - - - (121> - (121
Deferred consideratior - - - - - - 2,050 2,050
IFRS 2 charge - - - 7L - - - 774
IFRS Z reserves transfer - - - (1,896 - 1,896 - -
Shares 1ssued - - - - - 14
Transarcrt[bnsr with owners T (_;_1-5-?)______ - (5,420) o 720750 - 7?4.@8)
At31July2017 318 8704 28,750 1,415 1,033 42260 2,222 84,702
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For the year ended 31 July 2017

B) Company
Share-pasea

Share Share Merger rayment Retained

caoital prermiur reserve reserve garnings Total

£'000 E'QO0C £°000 £'000 £'000 £000
At 1 August 2015 309 8,694 28,526 2,140 612 40,281
Profit and total comprehensive
income for the year - - - - 7,298 7,298
Dividends pard in the year - - - - (6,892) (6,892
IFRS 2 charge - - - 1537 - 1.537
IFRS 2 reserves transfer ~ - - (1,140) 1,140 -
Shares 1ssuad 3 2 - - - 5
Transactions with owners 3 2 - 397 (5.752) (5,350)
At 31 July 2016 ) - 312 8,696 28,526 2,537 2,158 42,229
At 1 August 2016 312 8,696 28,526 2,537 2,158 42,229
Profit and total comprehensive
income for the year - - - - 6,278 6,278
Dividends paid in the year - - - - (7,195) (7,195
IFRS 2 charge - - - 774 - 774
IFRS 2 reserves transfer - - - (1,896) 1.896 -
Shares issued 6 8 - - - 14
Transactions with owners g8 g - (1,122% (5,299) (6,407
At 31 July 2017 318 8704 28,526 1415 3137 42,100
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For the year ended 31 July 2017 Financiales‘t’:f‘:;"e':‘iz
Growe Company
2017 208 2007 2006

MNote £'00C £'000 £'000 £'200
Non-current assets
Intangible assets iz 51,802 48,371 - -
Property, clant and eguipment 13 2,504 1,125 - -
Irvestments 14 - B 7,987 72132
Deferred tax asset 15 773 959 - -
Total non-current assets 55079 50485 7,987 7.213
Current assets ’ - o
Trade and other receivables 16 114,997 100,811 86,608 80,335
Cash and casnh eguivalents 5,802 7,442 - -
Total current assets ) 120,799 108,253 86,608 80,335
Total assets . " 175,878 158718 94,595  57.548
Non-current liabilities S
Deferred tax liablity 1z (3,914) (4.286) - -
Provisions i7 (1,596) (278) - -
Bank loans and overdrafts 23 (20,464) (13.608) (20,464) (13,608)
Total non-current Iiabﬂities ) ) " (25,974} (18 172-) o (2;,;6_4_) h (l_gbUB)
Current liabilities S S
Trade and other payables i8 (38,990} (37,861) (32,031) (31.711)
Current tax habihty (586) (2.224) - -
Bark lcans and overdrafts 23 {25,6286) (i8.847) - -
Total current liabilities (65,202) 58937y (32,301 (31,711
Total liabilities D C91,176)  (77.104)  (52,495) (45319
Net assets 84,702 81614 42,100 42,229
Equity - - o
Called-up equity share capital 21 318 212 318 312
Share premium account 8,704 2,696 8,704 8,686
Merger reserve 28,750 28,750 28,526 28,526
Share-based payment reserve 1,415 2,527 1,415 2,537
Translation of foreign operations 1,033 B15 - -
Rotained sarmings 42,260 40,504 3,137 2,158
Total equity attributable to - o
equity holders of the parent 82,480 51.614 42,100 42,229
Non-controlling interest 2222 - - -
Total equity 84,702 81614 42,300 42.229

These financial statemenits were approved by the Beoard of Directors on 9 Noverncer 2017, and signed on their behalf by

St Fugeed

Salar Farzad
Chief Financlal Officer
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Consolidated Cash Flow Statement

For the year ended 31 July 2017

Croup Company
207 206 2017 o016
£'000 £'00C £'000 £000
Cash flows from operating activities
Profit after taxation 7,348 5,917 6,278 7,298
Adjustments for
Depreciation and amortisation 3,970 4,776 - -
Profit on disposal of property, plant and egquipment [¢)] (7 - -
[nterest mcome 44) (1,025) - -
Interest expense 1,240 1.076 - -
Taxation expense recognised in profit and ioss 4,160 5,152 - -
Increase 1n trade and other receivables (3,774) (1,914) (6,273) (8,200
(Decrease)/increase in trade and cther payakles (1,221 289 320 22,789
Share-based payment charge 774 1,557 - -
Investment income - - (7,200) (8,200)
Cash generated from operations - 12,444 19811 (6,875  13.687
Interest paid (1,145 (1,186) - -
Income taxes paid (6,034) (4,067 - -
Net cash fron_-i-ope'ratingﬂacti\}ities - B 5,265 14,558 T (6,875; - 13é8_7_
Cash flows from investlﬁg activitiesv o
Purchase of plant and equipment (1,027) (471) - -
Purchase of intangible assets (512) (462} - -
Acquisitions net of cash receiven (11,162) (390) - -
Proceeds from sale of subsidiary - 420 - -
Proceeds from sale of property, plant and equipment 76 53 - -
Dividend received - - 7,200 8,200
Net cash used in investing activities (12,625) (350 7,200 8200
Cash flows f;om financing‘activities i )
Proceeds from issue of share capital 14 5 14 5
Drawdown of term loan 7,106 - 7,106 -
Finance costs paid (250) - (250} -
Repayment of term loan - (15,000) - (15,000)
Dividends paid {7,195) (6.892) (7,195) (6.892)
Net cash used in financing - - (325)  (21.887)  (328)  (21887)
Effects of exchange rateg on cash ard cash equivalents (695) 1,908 - -
Net decrease in cash and cash equivalents (8,380) (6,271 - -
Cash and cash equivalents at beginning of year (11,511) (5.240) - -
Cash and cash equivalents at end of year - © assesny sy - -
Cash and cash equivalents ) ) 7 )
Cash 5,802 7,442 - -
Rank overdrafts - (145 - -
Working capital facility used (25,693) (18,939 - -
Cash andrio;:;sh equ.;ri;arlentswi;;;h flow siarfemeﬁtism - (19,8_9712 - (717;,511} T -
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1 The Group and Company Significant Accounting Policies

i The business and address of the Group

Gattaca plcis a human capital resources business dealing with contract and permanent recruitrrent in the private and
public sectors. The Company s incarporated in the Urited Kingdom. The Group's address s Gattaca plc, 1450 Parkway,
Whiteley. Fareham, Hampshire POT5 7AF.

ii Basis of preparation of the Financial Statements
The Financial Statements have been prepared in accoraance with applicable International Financial Reporting Standards
as adopted by the Eurgpean Union (EU) and which are affective at 31 July 2017

These Financial Statements Pave been prepared under the historical cost convention. 1he accounting pohcies have been
appled consistently throughout both the Group and the Compary for the purposes of pregaration of these Financial
Staternents. A summary of the crincipal accounting policies of the Group 1s set out below,

iii Going concern

Tre Directors have reviewed forecasts and budgets for the coming year, wnich have been drawn up with appropriate regard
for the current macrceconormic enviranment and the particalar circumstances 1 which the Group operates. These were
prepared with reference to historical and current industry «nowiedge, taking future strategy of the Group Into account.

As aresult, at the time of approving the Financial Statermenss, the D rectors consider that the Company and the Group have
sufficient resources to continue In operational existence for the foreseeable future, and accordingly. that 1t 1s appropnate

to adopt the going caoncern basis in the prepa-ation of the Financial Statements. As with all business forecasts, the Directors
cannot guarantee that the going concarn basis will remain appropriate given the :nherent uncertainty about future events.

iv  New standards and interpretations
The following amendment to the existing standard 1s applicable for the period ending 31 July 2017:

Standard Effective date (Annual perods beginring on or after)
IFRS T Joint Arrangements 1 January 2016
IFRS 14 Regulatory Deferral Accounts 1 January 2016
IAS 27 Equity Method in Separate Financial Statements 1 January 2016

The adoption of the above standard has had ne impact on the Financial Statements.

New standarcds in issue, hot yet effective
The following relevant standards and interpretations, which are new and vet 1o become mandatory, have not been appled
in the Group Financ.al Staternents:

Standard Effective date (Annual periods beginning on or after)
14512 Deferreq Tax 1 January 2017
IFRS 9 Fair values 1 January 2018
IFRS 15 Revenue 1 January 2018
IFRS 2 Share-based Payment Transactions 1 January 2018
IFRS 16 L eases 1 January 2019
IFRS improvements  Various Various

The Board needs to assess the impact of the above new standards, based on the Group's current business model and
accounting policies.

The Group coes net intend to apply any of these pronouncements sarly.

v Basis of consolidation

The Group Financial Statemerts consolidate those of the Company and all of ts subsichary urdertakings drawn Lp to the
Statement of Financial Position date. Subsidiaries are entities over which the Group has power to control the financial and
operating pohcles 5o as to abtain banefits from their activities, The Group obtains and exercises control through votng rights.

Acquisitions of subsichanecs are dealt with oy the purchase method. The purchase method involves the recogmition at

fair value of alt iIdent fiable assets and habihities, includ ng contingent liabilities of the subsidiary, at the acquisition date.
regardiess of whether or not they were recorded in the Financial Statements of the subsidiary prior to acguisition. Oninital
recegnition, the assets and habilities of the subsidiary are incleoced In the Group Staterment of Frinancial Pos tion at therr

fair values, which are also used as the bases for subseguent measurement In accordance with Group accounting policies.

Transaclions between Group companias are 2liminated on consolhidation,
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Notes Forming Part of the Financial Statements continued

1 The Group and Company Significant Accounting Policies continued

vi Revenue

Revenue Is measured by reference to the fair value of consideration recelved or receivable by the Group for services
provided, excluding VAT and trade discounts. Revenue on ternporary placements is recognsed upon receipt of a client-
approved timesheet or equivalent. Revenue from permanent placements, which s based on a cercentage of the canddate’s
remuneratior package, is recogrised when candidates commence employment, at which pomnt it 1s probable that the
economic benefits associated with the transaction will be transferred, Fees for the provision of engineernng services are
recognised an completion of work performed in accordance witn customer contracts. Other fees are recognised on
confirmation from the client committing to the agreement.

vii Non-recurring items

Non-recurring rrems are items that are unusual because of their size, nature and ncidence and are presented within the
consohdated income statement but ighlighted through separate disclosure. The Group's Directors consider that these items
should be separately identified within the iIncome statement to enable a true and fair understanding of the Group’s resuits.

lterms which are included within this category irclude:

costs of acquisttions:

integration costs following acguisitions;
significant restructuring costs; and

other particularly significant or unusual Items.

R R N

viii Property, plant and equipment
Property. plant and equipment s stated at cost, net of depreciation and any pravision for impatrment.

Depreciation s calculated sa as to write off the cost of an asset, less Its estimated residual value, over the useful economic
life of that asset in terms of anrual depreciation as follows:

Maotor vehicles 25.0% Reducing balance
Fixtures, fittings and equipment 12.5% to 33.0% Straight line
Leasehold improvements Over the period of the lease term Straight line

ix Intangible assets

Goodwill

Goodwill arises on the acguisition of subsidiaries and represents the excess of the fair value of the consideration given for
a business over tne Company's Interest in the fair value of the net Identfiable assets, habilities and contingent lisbilittes of
the acquiree, Goodwill 15 stated at cost less accumulated mpairment.

Goedwill is allocated to cash-generating units (CGUsY and 1s not amortised, but is tested at least annusl!ly for impairment.
For the purgose of impa rment testing, goodwill acquired In a business acquisition s allocated to each of the CGUs, or
groups of CGUs that s expected to benefit from the synergies of the combination. Each umit or group of units to which the
goodwill 1s aliocated represents the lowest level within the entity at which the goodwill 15 monitored for internal
management purposes. Gooawili 1s monitored at the operating segment level.

Goodwlill Impairment reviews are undertaken annually or mare freauently If events or changes in circumstances indicate

a potential impairment, The carrying value of goodwill1s compared to the recoverable amount. which 1s the higher of value
in use and fair value less costs to sell. Any impairment |s recognised immediately as an expense and 15 not subseguently
reversed. Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Expenditure on internally generated goodwilll, brands and intangibles 15 expensed in the income statement when incLrred.

Customer relationships

Acguired customer relationships comprise principally existing customer relationships which may give rise to future orders
(custormer relationships), and existing order books (backlog orders). Acguired custormer relationships are recognised at fair
value at the acquisition date and have a fimte useful life. Amortisation of customer relationships 1s amortised in ine with the
expected cash flows. Acquired customer relationships are stated at cost less accumulated amortisation and impairment.
Backlog orders are recognised at fair value at the acguisition date and amortised in ine with the expected cash flows
Backlog orders are stated at cost less accumulated amortisation and impairment
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Trade names and trademarks

Trade names and trademarks have arisen on the consohdation of recently acguired businesses and are recogmsed at fair
value at the acocuisition date. Where trade names and trademarks are considereg to have a finite useful fe. amortisation
1s calculated using the straight ine method to allocate the cost of trade names and trademarks over their estimated
useful ives. Where trade names and trademarks are considered to have an indefinite useful Iife, they are not subject to
amortisat on; tney are tested annually for imparrmeant and when there are indications that the carrying value may not be
recoverable, as detaied within the impairment of non-financial assets section below, Trade names and trademarks are
stated at cost less accumulated amortisation and impasrment,

Other
Other intangible assets acquired oy the Group rave fite useful Iives a~d are measurad at cost less accumulated
amortisat on and accumulated Iosses.

Amortisation of intangible assets 1s recognised in the inco~e staternent under administrative expenses. Provision 1s made
against the carry ng value of Intangible assets where an impairment in value is deemed to have occurred, Impairment losses
are recognised in the Income statement under admimistrative excensas.

Software licences

Acquired computer software hcences are cap-talised on the basis of the costs incurred to acquire and bring into use the
specific software. These costs are amort sed using the straight hne method to allocate the cost of the software licences

over thelr useful lives of between two and five years. Software licences are stated &t cost less accumulated amortisation.

X Disposal of assets
The gain or joss arising on the dispesal of an asset is deterrmined as the difference between the disposal proceeds and the
carrying amount of the asset and Is recogmsed in the income statement,

xi Operating lease agreements
Rentals applicable to operating leases are charged agains: profits on a straight line basis over tne lease term, Lease
Incentivas are spread over the term of the lease.

xil Taxation
Current tax s the tax currently payvable based on taxable profit for the yvear.

Deferred income taxes are calculated using the llabihity method on temporary differences. Deferred tax i1s generally
provided on the difference between the carrying amounts of assets and Labilities and their tax bases. However, deferred
tax 15 not provided on the intial recognition of goodwll, ner on the imtiat recognition of an asset or habihty unless the
related transaction 1s a business combimation or affects tax or accounting profit.

Deferred tax iabilities are provided in full, with no discounting. Deferred tax assets are recognised to the extent that it

1s probable that the underlying deductible temporary differences will be able to be offset against future taxable income.
Current and deferred tax assets and habilities are calculated at tax rates that are expected to apply to their respective
period of realisation, provided thev are enacted or substantively enacted at the Statement of Fr'nancial Position date.

Deferred tax on temporary differences associated with shares i subsicharies 1s not provided for If these temporary
differences can be contrclled by the Group and it is probable that reversal will not occur in the foreseeable future,

Changes ir deferred tax assets ¢r habilities are recognised as a component of tax expense m tne iIncome statement,
except where they refate to items that are charged or credited d rectly to equity (such as share-based payments) In
which case the related deferred tax I1s also cnarged or credited directly to equity.

xili Pension costs

The Company operates a defined contrbution persion scheme for employees. The assets of the scheme are held separately
from those of the Company. The annual contributions payable are charged to the income statement as they accrue.
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1 The Group and Company Significant Accounting Policies continued

xiv Share-based payment

The transitional arrangements of IFRS 1 have been apphed to all grants of equity instrumen-s after 7 November 2002

that were unvested at 1 August 2006. All share-based remuneration 1s ultimatefy recognised as an expense in the income
statement with a corresponding credit 1o 'share-based payment reserve’. All goods and services received in exchange for
the grant of any share-oased remuneration are measured at therr fair values. Fair values of employee services are indirectly
determined by reference to the fair value of the share opticns awarded. Their value 15 appraised at the grant date and
excludes the impact of non-market vesting conditiors (for example, profitabihty and sales growth targets).

If vesting periods or other non-market vesting cordrtions apply, the expense is allocated over the vesting penod, cased
on the best available estimate of the number of share options expected to vest. Estimates are subsequently revised If
there 1s any indication that the number of share options expected to vest differs from previous estimates. Any curmulative
adjustment prior to vesting I1s recognised in the current period. No adjustment 1s mage to any expense recognised in prior
pericds if share options ultimately exercised are different to tnat estimated on vesting. Ugon exercise of share options,
proceeds recelived net of attributable transaction costs are credited to share capital and share premium.

The Company Is the granting and settling entity In the Group share-based payment arrangement where share options
are granted to employees of its subsichary compan-es. The Company recognises the share-based payment expense as
an increase In the investrment in subsidiary undertakings.

The Group operates a share incentive plan (SIP) which 1s HMRC approved, and enables employees to purchase Cocmpany
shares out of pre-tax salary. For each share purchased the Company grants an additional share at no cost to the emplovee
The expense In relation to these ‘free’ shares is recorded as employee remuneration and measured at fair value of the shares
tssued as at the date of grant,

xv Business combinations completed prior to date of transition to IFRS

The Group has elected not to apply IFRS 3 Business Combinations retrospectively to business combinations prior to

1 August 2008. Accordingly, the classification of the combination (merger) remamns unchanged from that used under UK
GAAP. Assets and liabilities are recognised at date of transition If they would be recognised under IFRS. and are measured
using their UK GAAP carrying amount immediately post-acquisition as deemed cost under IFRS, unless IFRS requires fair
value measurement. Deferred tax ‘s adjusted for the impact of any consequential adjustments after taking advantage of
the transitional provisions.

xvi Financial assets
All financial assets are recognised when the Group becomes a party to the contractual provisions of the instrument.
Financial assets are recognised at fair value plus transaction costs.

In the Company Financial Statements, iInvestment 'n the subsidiary Company 1s measured at cost, and provision made
where an impairment value is deemed to have occurred.

Loans and recelvables are non-dernvative financial assets with fxed or determinable payments that are not quoted it an
active market. Trade receivables are classified as loans and receivables. Loans and receivables are measured subseguent to
Initial recognition at amortised cost using the effective interest method, less provision forimparment. Any change in their
value through impairment or reversal of impairment 1s recognised in the iIncome statemens,

Provision against trade receivables s made when there is objective evidance that the Group will not be able to collect all
amounts due to 1t in accordance with the criginal terms of those receivables. The amount of the write-down is determined
as the difference between the asset’s carrying amaount and the present value of estimated future cash flows.

A financial asset 1s derecognised only where tne contractual rights to cash flows fram the asset expire or the financial asset
is transferred and that transfer gqualifies for derecognition. A financial asset is transferred if the contractual rights to receive
the cash flows of the asset have teen transferred or tne Group retains the contractual rights to receive the cash flows of

the asset, but assumes a contractual obligation to pay the cash flows to one or more recipients. A financial asset that 1s
transferred qualifies for derecognition If the Group transfers substant-ally all the risks ana rewards of ownership of the asset,
or if the Group neither retains nor transfers substantially all the risks and rewards of ownership, but does transfer control of
that asset.

Trade receivables subject to the invoice discounting faciity are recognised in the Statement of Financial Position until they
are settled by the customer.

xvil Financial liabilities

Financial liabilities are obligations to pay cash or other financial assets and are recognised when the Group becomes a party
to the contractual provisions of the instrument and comprise trade and other payables and bank loans. Financial liabilities
are recorded initially at fair value. net of direct issue costs and are subsequently measured at amortised cost using the
effective interest rate method.

A financial hability 1s derecognised only when the obligation is extinguished, that 1s, when the obligation 1s discharged or
cancelled or expires,
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xvilf Financial instruments
Financial instruments often consist of a combination of debt anz equity and tre Group has to decide how to attribute
values to each, They are treated as eguity only to the extent that they meet the foliowing two conditions:

(1) they incluge ne cantractual obligat ons upon tne Group to deliver cash or other financial assets or to exchange financial
assets or financ-al habihties wth another party under conditions that are potentially unfavourable to the Group; and

(1) where the instrument will or may ce settied In the Group's cwn equity Instruments, it1s either a non-derivative that includes
no obhgation to delver a vanable number of the Group’s own equity instruments or 15 & derivative that will be settled by
the Group exchanging a fixed amount of cash or other financial assets for a fixed number of its own eguity Instruments.

To the extant that this defiriton s not ~et, the proceeds of issue are classifiea as a financial hability, and where such an
nstrument takes the legal form of the Comoany’s own shares, the amourts presented in these “inanc al statements for
called-up share capital and share premium account exclude amounts inrelation 2o those shares.

Finance payments associated w.th fina~cial habilities are dealt with as part of firance costs. Finance payments associated
with financial instruments that are classified in equity are dividends and are recorded directly in equity.

The Group uses financial instruments, in particular forward exchange contracts, to manage the financial nsks associated
with the Group's underlying business activities. The forward exchange contracts are used to hedge foreign currency
exposuUres ar sing on forecast receipts and payments in foreigan currencies. These forward contracts are revalued to the
rates of exchange at the Statement of Financial Position date and any aggregate unrealised gains and losses ansing on
revaluation are included tin other debrors or creditars. At maturity, or wher the contract ceases o be a hedge. gamns and
|losses are taken to the Incorme statement. The Group does not undertake any trading actrnty in financial instruments.

Fair value hierarchy
The Group analyses financ-al instruments carried at a fair value by valuation method. The different levels have been defined
as follows:

> Level 1: cuoted prices (unadj.sted) in active rmarkets for identical assets or habilities:

> Level 2:inputs other than quoted prices included within Level 1that are observable for assets or hlapihties, either directly
(l.e. as prices) or indirectly (e, directly from prices); and

¥ Level 3: inputs for assess or liakbilities that are not based on observable market data (unobservable inputs).

xix Cash and cash equivalents
Cash ano cash eguivalents comprise cash on hand, on demand deposits and bank overdrafts.

xx Dividends
Dividend distribations pavable to eguity shareholders are included in 'other short-term financial liabilities’ when the
dividends are approved in general meeting prior to the balance sheet date

xxi Foreign currencies

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction. Monetary assets
and habilities in foreign carrencies are translated at the rates of exchange ruling at the Statemert of Financial Position date.
Non-monetary items that are measured at hustorical cost in a foreign currency are translated at the excnange rate at the
date of the transaction. Non-monatary items that are measured at fair value in a foreign currency are translated using the
axchange rates at the date wher the fair value was determined.

Any exchange cifferences arising on the settlement of monetary items, or on translating monetary items at rates different
from tnose at which they were intially recorded, are recognised in the profit or loss account in the period In which they arise.

The assets and lab-hoes in the Financial Statements of fore gn subsidiaries are translated at the rate of exchange ruling at
the Statement of Financial Position date. Income and expenses are translated at the actual rate. The exchange differences
arising from the retransiation of the open ng net investment in subsidiaries are taken directly to 'Translation of foreign
operations’ ir equity. Or disposal of a foreign operation the cumulative translation differences are transferred to the
income statement as part of the ga n or loss on disposal.

As perrmittea by IFRS 1, the balance on the cumulative translation adjustmeant on retranslation of subsidiaries’ net assets
has been set 10 zerg at the date of transition to IFRS,
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1 The Group and Company Significant Accounting Policies continued
xxil Equity
Equity comorises the following

? ‘Share capital represents the nominal value of equity shares.

? 'Share premium’ represents the excess over nominal value of the fair value of consideration received for equity shares,
net of expenses of the sharo issue,

> ‘Share-based payment reserve’ represonts equity-settled share-based employee remuneration unti! such share options
are exercised.

> 'Merger reserve’ represents the equity balance ansing on the merger of Matchtech Engineering and Matchmaker
Parsonnel and to recard the excess fair value above the nominal value of the consideration on the acgu sition of
Networkers Internatioral plc.

> Transtation of foreign operations' represents the foreign currency differences arsing on translating foreign operations
nto the presentational currency of the Group.

> ‘Retamed earnings' represents retained profits.

xxiii Alternative performance measures
Alternative performance measures usad within the Group's Annual Report are explained within Note 25,

xxiv Significant accounting estimates and judgements

Estimates and assumptions concerning the future and judgements are made In the preparation of the Financial Statements.
They affect the application of the Group's accounting policies, reported amounts of assets, hakilities, incocme and expenses,
and disclosures made. They are assessed on an ongoing basis and are based on experience and reloevant factors, including
expectations of future events that are beleved to be reasonabie under the circumstances,

Critical judgements
The judgements made which, in the opinion of the Directors, are critical In drawing up the Financial Statements are as follows:

Key sources of estimation uncertainty

The key assumptions concerning the future and other kay sources of estimation uncertainty at the Statement of Financial
Positicn date are discussed kbelow. These are included for completeness, although it is the Directors’ view that none of
these have significant risk of causing a material adjustment to the carrying amounts of assets and habifities within the
next financial year.

Impairment loss cf trade and other receivables

The Group's policy for doubtful receivables 1s based on the ongoing evaluation of the collectability and ageing analysis
of the trade and other receivables and on management's judgements. Considerable judgement s reguired In assessing
the ultimate realisation of these receivables. including the current creditworthinegss and the past collection history of each
debtor. If the financial conditions of the Group's receivables were to detencrate, resulting in an impairment of taair ability
to make payments, additional impairment loss of trade and other receivables may be required. The carrying amounts of
these assets are shown In Note 16.

Intangible assets

The Group determines whether goodwill and other intangible assets (including acauired intangibles) are iImpaired on

an annual basis or otherwise when changes in evants or situations \ndicate that the carrying value may not be recoverable.
This requires an estimation of the recoverable amount of the CGU to which the assets are allocated. Consideration is given
to the future cash flows of each CGU and the discount rate applied to calculate the present valie of those cash flows.
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The chief operat ng decision maxer, as aefined in IFRS B, has been identified as the Board of Rirectors of Gattaca plc.
The nformation reported below s consistent with the reports reguiarly orovided to *he Board of Directors.

Reportable segments

For the year to 31 July 2016 the Group was reported in two main segments: Enginecring and Technology. From T August 2016 the
reporting structure of the Group was changed to three main raporting segments, Engineering, Technology and Internaticnal.

The International reporting segment includes all overseas offices which were previously reported within the Engineering
and Tech~ology segments. A reconciliation between the new and previous segmental reporting 1s included below,

Nor-recurring
items and
ameortisation

2017 UK UK o* acquired Group
All amounts in £'0C0 Engineerirg Technology International Underlying intangibles Total
Revenue 420,782 158,374 63,209 642,365 - 642,365
Gross profit 43,080 16,178 15,450 74,708 - 74,708
Operzting contribution 23,758 7,061 5,619 36,438 - 36,438
Central overheads (10,579) (4,525} (3,946) (19,0507 (4,684) (23,734)
Profit/(oss) from operations 13,179 2,536 1673 17,388 (4,688 12,704
Finance cost, net (1,196)
P-réi-it before tax - 11,508
Depreciation and amortisation 588 220 8g B96 3,074 3,970—
Segment net assets 72,696 27,361 10,920 110,977 110,977
Unallocated net habilities (26,275)
EER& assets - 7 o - o 84,702
Non-recurring
items and
amortisation
2016 UK UK Divestad of acguired Group
All amounts n £°G0C Engineering Technology Internationat underlying DUSINESSES intangibles Total
Revenue 289584 169,104 58,144 616,832 772 - 617,604
Gross profit 40,865 17,413 14,109 72.387 602 - 72,996
Oporating contribution 22,176 8,229 65,868 38,225 (46) - 38,177
Central overheads (8.145) (4,242) (4.339) (16,726 (3625 (6,027 (23,135}
Proﬂt/(ldss) from - - -
operations 14,9871 3,987 2,628 23,4897 (408) (6.027) 15,062
Profit on dispcsal
of subisidiary 58 58
Finance cost, net (51)
Profit before tax - - - 15,080
Depreciationa~d S
amortisation 632 270 218 1,120 3,656 4,776
Segment net assets 55.412 23,612 19.132 98,156 98,156
Unallocated ret habilities (16,542)
Total net assets ’ - © sL614

A segmental analysis of tolal assets has not been included as this information 1s not avallable to the Board; the ma;ority

of assets are centrally held and are not allocated across the reportacle segments. Only trade receivables are reported by
segment and as sucn they are incluaed as segment net assets above. Unallocated net liabihities include non-current assets,
other recervables. cask and cash equivalents and current abihities,
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Notes Forming Part of the Financial Statements continued

2 Segmental Informatich continued
Changes to segment reporting from 2016 audited Financial Statements

For the vear to 31 July 2016, the segment reporting was presented in twa segments: Engineering and Technology.

The analysis below reconciles the change 'n reporting

Engineer-ng Technology

- o o Total
All amounts in £'000 UK International Total UK International Total Internatonal
Revenue 389,584 8,153 397,737 169,104 49,991 219,095 58,144
Gross profit 40,865 2,643 43,508 17,413 11,466 28,879 14,109
Operating contnbution 23,126 730 23,856 2,229 6,138 14,367 6,868
Central overheads (8.145) (1.742) (9.887) (4,2423 (2,597 (6,839} (4,539}
Profit/(loss)
from operations . 14%81_ (1,0123 13,969 3.98?_ ) 3541 7,5287 _ 2,529
Geographical information

Revenue Non-current assets

Al armounts in £:000 207 206 207 206
UK 579,156 558,688 54,659 43,940
Europe 773 1241 - -
Middle East and Africa 22,378 21,352 204 227
Ammericas 21,150 21.126 194 128
Asia Pacific o 18,908 15,197 22 160
Totat B 642,365 617604 55,079 50,465

Revenue and non-current assets are allocated to the geographical market based on the dorrucile of the respective subsidiary.

Largest customers

No single client contributed maore thar 10% of the Group's revenues (20168 none).

3 Profit from Operations

27 2016
£'000 £'000
Profit from cperations is stated after charging/(crediting):
Depreciation 609 835
Amortisation of acquired intanaibles 3,074 3,656
Armortisation of software licences 287 285
Profit on disposal of property, plant and equipment (9) €]
Auditors’ remdneration
Fees payable for the audit of the Parent Company Financial Statements 10 10
Fees payable for the audit of the SubsidwaryVCompany Financial Staterments 263 238
Total . ) 273 248
Non-audit services:
Taxation 159 45
Other services pursuant to legislation 6 -
Total 165 45
Operating lease costs:
Plant and machinery 424 312
Land and buildings 2,297 1,610
Share-based payment charge 774 1,537
Net gain on foreign currency translation {36) (1,025)
Acguisition costs 174 -
1,436 _ 2‘371"

Restructuring costs
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2017 2016

No. No.

Sales 628 558

Administration 238 71

Directors 10 11

Total - S 876 740

The aggregate payroll costs of the above were:

2007 2016

£'000 £'C00

Wages ard salaries 35,975 22.578

Social security costs 3,957 3,262

Other pension costs 1,484 1,255
Total - S 41,416 37.095

Disclosure of the remuneration of key management personnel, as required by IAS 24, 1s detalled below. Disclosure of
the remuneration of the statutory Directors s further detaled in the audited part of the Remuneration Report on pages

46 to 62.
2017 2016
£°000 £'C00
Shart-term employee berefits 2,016 2,319
Post-employment benefits 128 113
Share-based payments 287 €00
Total 2,431 5,032
5 Finance Income
2007 2016
£’000 £'000
Interest receivabie a8 -
Foreign currency exchange differences 36 1.025
Total 44 1,025
6 Finance Costs
2017 2006
£'000 £'C00
Bank interest payable 1,154 977
Amortisation of capitaiised finance costs 86 99
Total 1,240 1,076
7 Dividends
2017 2016
£000 [yeisle]
Equity dividends paid during the year at 23.00 pence per share (2016: 22.32 pence 7,195 6.892
Equity dividends proposed after the yvear end (not recognised as a hability) at
17.00 pence per share (2016, *7.00 nence) 5,406 5,298

A dividend witl be declared ‘ro~ Matchtech Group (Holdings) Limited prior to the payment of the proposed dividend above.
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8 Parent Company Profit

2017 2016
£'000 £'000
The amount of profit dealt with in the accounts of the Company 1s: 6,278 7,298

The Company has taken advantage of the exemption in section 408 of the Companies Act 2006 not to oresent the Parent

Company’s income statement,

9 Taxation

2017 2016
E'Q00 £'000
Current tax
UK corporation tax 1,808 3,606
Overseas corporation tax 3,063 2,153
Prior year under/(over) provision 236 (D
- - B 5107 5750
Deferred tax (note 15) (947) (598)
Taxation T o a1 5w
UK corporation tax has been charged at 19.7% (20168 20.0%)
The charge for the year can be reconciled to the profit as per the income statement as follows.
2017 2016
£'000 £:000
Profit before tax 11,508 15,069
Profit before“ax_mul‘gmhédby t_h;;: standard rate of corporation tax in t;éWUK of 12.7% I T -
(2016: 20.0%) 2,267 3,014
Expenses not deductible for tax purposes 103 810
Effect of share-based payments (190) -
Irrecoverable withholding tax 1,976 1,137
Overseas losses not provided for 57 -
Difference between UK and overseas tax rates 271 400
Total tax charge excluding kércrllJ'ijstments inrespect of prior periods 4,484 5,161
Adjustments in respect of previous periods 100 €3]
Changes in UK tax rates (424) -
Total tax charge for period ’ o ) 4160 5152
Tax charge recognised directly in equity:
2017 2016
£'C00 £060
Deferrea tax recognised directly in equity (121) (185
Total tax recognised directly in equit - ' @2y (s

Future tax rate changes

The UK corporation tax rate of 20% reduced to 13% from 1 April 2017 and will reduce to 17% from 1 April 2020 and this has

been reflected in the Consolidated Financial Statements,

As these changes of rates have been enacted at the balance sheet date, the impact of these reductions has been reflected

in the deferred tax hability at 31 July 2017

10 Earnings per Share

Earmings per share has been calculated by dividing the consolidated profit after taxation attnibutable to ordinary

shareholders by the we.ghted average number of ordinary shares inissue during the period,
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Diluted earmings per share has been calculated or the same £asis as above, except that the weighted average number of
ordinary shares that would be 1ssued on the convers on of all the dilutive pctential ordinary shares (ansing frorm the Group's
share option schemes) into orchinary shares ras been added to the denominator. Trere are no changes to the profit

(numerator) as a result of t~e dilutive calculat.on.

2017 2018
£°000 £'000
Profit after tax attributable to ordinary shareholders 7,348 9,217
Number of shares *000s 000s
Weighted average number of ordinary shares inissue 31,453 30,887
Effect of dilutive potential oranary shares under option 9319 1.153
Total S S o 32,392 22040
2017 2016
pence pence
Earrungs per share
Basic 23.4 32.1
Diluted 22.7 31.0

11 Acquisition

The Croup completed the acauisit on of 70% of the ordinary share capital of Resourcing Solutions Limited on 2 February
2077 Consideratton of £7.4m was paid in cash. The remaining 30% of the ordinary share capital 1s subject to a put and cail
opticn exercisable from 12 months after the date of acquisition. Consideration for the remain ng ordinary share capital is

calculated as 5x EBITA for the preceding 12-month period.

Resourcing Solutions Limited ts a recruitment business which supplies sxilled staff on a permanent or temporary basis,

primartly in the raill sector.

The azguisiticn had the following effect on the Group’s assets and habiiities:

Acquree's net

assets at
acquisition Fair value
date adjustments Fair value
£'000 £000 £'000
Net tangible assets acquired,
Intangible assets - 2635 3,635
Fixed assets 93 93
Trade and other receivables 10,442 10,442
Corpaoration tax (274 (274
Deferred tax liability - (655) (655)
Cash 17 17
Sorrowings {3,784) (3.784)
Trade and other pavables (2,674} (2.674)
Total o 3,820 2,980 5,800
Goodwill S 2,645
Total corsioeration - - T 9.445
Analysis of consideration: .
Cash pad 7.385
Non-controlling interest 2,050
- 9,445_
Analysis of net cash flows:
Cash considerat on paia 7.395%
Cash and cash eguivalents acguired (173
Bank loans and overdrafts acguired 3,784
Net cash outflow S - S - 11182
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11 Acquisition continued

Intangible assets have been identified relating to the candidate database, customer relationships and trademarks; all intangible
assets have been recognised at fair value. Goodwill represents expected synergies from combining operations of the acquiree
and acquirer, the employees of Resourcing soluticns Limited and intangibles that do not gualify for separate recogrition.

Fair value adjustments have been made to reflect the identified intangible assets arising on acquisition and the deferred tax

llability on those assets,

Amortisation of intangible assets 1s on a straight ine basis over therr useful economic lives, determ ned as follows:

Custorner relationships 0 years
Trade narmes 10 years
Candidate datacases 5 years

The Group incurred acauwisit.on costs of £174.000 for external iegal fees, stamp duty and due dihgence These costs have
been recogrised in administrative expenses in the Group's Consolidated Income Statement.

In the period between the acguisitton and 31 July 2077 the Group benefited from £21.968 000 of revenue from Resourcing

Solutions Limited, gross profit of £3.378.000 and profit after amortisation of intangibles of £478,000. If the acqu sition had
occurred on 1 August 2018 the combined Group results would have been revenue £667,237.000, gross profit £78,548,000
and profit from operations after amortisation £13.341,0C0. The amortisation of intangibles would have been £3,312,000.

12 Intangible Assets

Customer Software

Goodwill  relationships Trade names Qther hcences Total
Group £:000 £000 £000 £000 £°000 £000
Cost At 1 August 2015 26,451 20,152 4,907 2,436 1.769 55,715
Additions 23 - - 250 189 462

Disposals (380> - - - - (380

At 1 August 2016 26,094 20,152 4,907 2,686 1,958 55,797
Additions - - - - 512 512
Disposals - - - - - -
AcguIsItions 2,645 2,093 419 1.123 - 6,280

o At 31 July 2017 28,739 22,245 5,326 3808 2,470 62,589
Amortisation At 1 August 2015 - 1,399 526 734 826 3,485
Charge for the year - 2,087 915 €44 285 3,941

o At 31 JUly 2016 - zass 1441 1378 1111 7426
Charge for the year - 2,145 423 506 287 3,361
At 31 July 2017 - 5,641 1,864 1,884 1,398 10,787
Net book value At 31 July 2016 26,094 16,656 3,466 1,308 847 48,371
 Atslyzo7 28,739 16604 3462 1,925 1,072 51,802

Goodwill arnising on business combinations 1s reviewed and tested on an annual basis or more frequently If there 1s indication
that goodwill might be impaired. Goodwill has been tasted for impairment by camparing the carrying amount of each
cash-generating umt (CGLD, mcluding goodwill, with the recoverable amount.

Goodwill is allocated to CGUs, which are datermined as the reportable segments, as follows

2017 2016

£'000 £000

Professional Services 1,643 1,643
Engineering 4,379 4,379
Technology 20,072 20,072
Resourcing Solutions Limited 2,645 -
o S B 7 o ”28,77?597 26,694

Total
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12 Intangible Assets continued
The recoverable amounts of the CGUs are determinea from value-in-.se calculations, the key assumptions for the value-in-
use calculations are as follows:

Profit from operations
Profit from operations s based on the latest anrual forecast approved by tne Group's Board of Directors, which 1s prepared
using excectaticns of revenue and operating cost growth,

Discount rates
The pre-tax rate used to discount the forecast cash flows was 15.4% (2016: 15.4%) reflecting the Group’s weignted average
cost of capital,

Growth rates
The long-term growth rates are based on management forecasts which are consistent with external sources at an average growth
rate of 2.5% (2016 2.5%).

impairment reviews are performed at the yvear end by comparing the carrying value of goodwill w'th the recoverable
amount of the CGUs to which gcodwilt has been allocated.

The mpairment review determined that there has been no imoa rmert to any of the TGUs. Sensitivity analysis has been
performed in assessing recoverable amcunts of goodwill by changmga key ass.mptions in growth and discount rates.

The sensitivity analysis shows no impairment would arise under each scenarnio for any of the CGUs

Amaortisation s charged through admimstrative expenses in the income statemeant.

13 Property, plant and equipment

Fixtures,
Leasehold fittings &

Motor vehicles improvements equ-pment Total
Group £000 £°000 £'000 £'000
Cost
AL 1 August 2015 240 1.268 3,490 5,698
Additions - 58 413 477
Disposals (211) - (248 (459)
At Augugt -201(-5- [ 729 - i,372:67 B 7736755777'75710
Additions - 1.552 422 1,981
Acguisitions - - 93 a3
Disposals (381) - 20 {(401)
AtZ1july 2017 - S 348 2,885 4,150 7,383
Depreciation—. T T o T
At 1 August 2015 666 532 2,965 4,163
Charge for the yvear 67 340 428 B35
Released on disposal (182> - (221) (413)
At July 2006 - s;1  s72 3160 4585
Charge for the vear 39 1898 372 609
Releagsad on disposal (315} - - (315)
At31July 2007 ST T T T T T s L0700 3534 4,879
Net book value T o
AL 31 July 2016 178 454 493 1,125
At 31 July 2017 73 1,815 616 2,504

Included with n leasehold improvements s a cost of £1.168,000 (2016, £215.C00) relat.ng to the dilapidations provision
(see Note 17),

Trere were no capital commitments as at 31 July 2017 cor 31 July 2016,
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14 Investments

Company
2017 206
£'0C0 £'000
fnvestment in Group companies at T August 7,213 5,676
Movement in mves ment n Group companies 774 1,537
i;-;festment in Group compames at 31 July o o o o - 777,98777 o 727175

The movement in investment in Group companies represants a capital contribution made in Matchtech Group (LK) Limited
relating to share-based payments.

Subsidiary undertakings
Registered Country of

Company office mncorporation Share class % held Main activities

Matchtech Group (Holdmgs) lested 1 Umted ngdom Ordinary 100% Holding

Matchtech Group Management 1 United Kingdorm Ordinary 1G0% Non trading

Company L\rmted

Matchtech Group (UK Lm;ted 1 Umnited ngdom Ordmary 99.998% Provision of recriitrnent
consultancy

Matchtech Englneermg L\mwted i Umted Kingdom Ordmary TOO% Nan trading

Matchtech lented 1 Umted ngdom Ordinary 1QO% Non trading

Barclay Meade Limited 1 Umted ngdom Ordinary 0% Provision of recruitrnent

7 consultancy

Alderwood Education Limited 1 United Kingdom Ordinary 100% FProvision of recruitment
consultancy

Gattaca Solutions Limited 1 United Kingdom Ordinary 1C0% Prows on of recrultment
consultancy

Connectus Technology Llrmted 1 Urited Kingdom Ordmary 100% Provision of recruitrment
consultancy

Gattaca Recruatment L\mlted 1 United Kingdorn Ordinary 100% Non trading

Gattaca GmbH 2 Germany Ordinary 1G0% Prowvision of recruitrent
consultancy

Gattdca BY 3 Netherlands Ordmary 100% Neon trading

Matchtech Engmeermg mc 4 uni ted States Ord mary iOO% Non trading

Application Services Limited 1 United ngdom Ordinary 100% Provision of recruitment
consultancy

Provams Limited 1 Umted ngdom Ordlr‘nary WOO% Non trading

Networkers intemat\ona\ leued 5 Umted ngdom Ordmary WOO% Holding

Networkers rnternat\onaf (UP\) L|m|ted 5 Umted ngdom Ordinary 100% Brovision of recruitment
consultancy

Networkers Intemat\ona\ LLC 5] Umtnd States Ordmary 100% Non trading

Networkers Inc. G Umtcd States Ordmdry 1C0O% Provmon of recrui tment
consuitancy

NWI de Memco S . ae R, L de C. \/ 7 Mexico Ordinary 100% Provision of recru\tment
consultancy

Netwaorkears International South Africa 8 South Afrrca Ordinary 37% Browis.on of recratment

Proprletary Limited consultancy

Netwwkers international Propnetary g South Africa Ordinary 100% Provision of recruitment

Limited consdltancy

K\thara Limited 8 South Afrwca Ordmary WOO% Holding

Networkers Interr\at\onal (Chma) 9 China Ordmary WOO% Provision of recruwtment

Co. leltnd consultancy

Networkers !ntefnat/onal (Malays;a) 10 MalaySIa Ordmary 100% Prowsion of recmtment

Sdn Bhd consultancy
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Company office ircerporation Skare class % nela Main activities

Networkers International (Canada) Inc n Carada Ordinary 100% Provision of recruitment
consuitancy

Networkers interrationat Trustees Limited 5 United Kingdom Ordinary 100% Non trading

The Comms Group Limited 5 United Kingdom Ordinary 100% Holdirg

CommisResources Limited 5 United Kingdom Ordinary 100% Provision of recruitment
consultancy

Garttaca Malaysia SDN, BHZ 10 Malaysia Ordinary 100% Provision of recruitment
consultancy

Caornms Software Limited 5 Umted ngdom Qrdinacy 100% Non trading

Gattaca de Colombia SAS 12 Colombia Ordinary 100% Prowswon of recrummemt
consultancy

Elite Computer Staff le ted 5 United Kingdom Oromary 100% Non trading

NWK] Consulrancy FZ LLC 13 Duban Oroinary 100% Provision of recruitment
consultancy

Networkers Reurwtment Serwces Limited 5 United Kingdom Oramary 100% Non tradirg

MSB \ntemamonal GMBH 14 Germany Oromnary 100% Non trading

NWK\ Commumcat ons LLC 13 Dubai Qroinary 49% Provwswom of recrustmemt
consultancy

Networkers Consultancy 15 S ngapore Oroinary WOO% Provision of recruitment

{Singapore) PTE. L\mlted consultancy

Cappo Group L\m\ted 5 United Kingdom Orginary 100% Holding

Cappo Inc o United States Orginary 100% Frovision of recruitment
consultancy

Cappo Internaticonal Limited 5 United Kingdom Qrainary 100% Provision of recruitment
consultancy

Cappo Qatar LLC e Qatar Cramnary 49% Provision of recruttment
consultancy

Networkers Consultor\a Em 17 Brazil Cramnary 100% Non trading

Technologia da lrformacao le teda

Resourcing Solunons L\m\ted 8 Umted Kingdom Or mary 70% Provision of recruntment
combultancy

MSB Consu\tmg ‘%erwces L |m|ted 5 Umted ngdom Ormnary 100% Non trading

Gattaca SAS 19 France Ordinary 100% Provision of recruitment
comsultancy

Gattaca Recruitment ETT, SLJ 20 Spain Cromary 100% Provmon of recruitment
consultancy

(:attaca Informat:on Technology 20 Spain Qraimnary 100% Provision of recruitment

Services SLU consultancy
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Notes Forming Part of the Financial Statements continued

15 Deferred Tax

(Charged)/

credited Charged

Asset Liability Net to profit to equity

All amounts In £'000 2017 2017 2017 2017 2017
Share-based payments 445 - 445 {109) (121)

Depreciation In excess of capital allowances 117 - 117 ] -

Acguired intangibles - (3,914) (3,914) 1,027 -

Other terporary and deductible differences 211 - 211 20 -
Net deferred tax assets/(liabilities) 773 (3,914) (3,141) 947 (121)

{Charged)/

credited Charged

Asset Liability Net to profit Qo equity

All amounzs in £000 2016 2016 2016 2008 2016
Share-based payments 675 - 675 (143> (185)
Depreciation in excess of capital allowances 108 - 108 32 -

Acquired intangibles - (4,2886) (4,286) 681 -

Other temporary and deductible differences 186 - 186 28 -
Net deferred tax assets/(lhabilities) 969 (£.286) (3.317) 598 (185)

The movement on the deferred tax asset is as shown below:
Group

2017 2016

£'000 €000
At 1 August (3,317) (3,730

Acquired intangibles (655) -
Recogmsed In income 947 538
Recogmsed In equity (121) (185)
Faoreign exchange 5 -
_At end of year (3,141) (3,317)

The UK corporation tax rate of 20% reduced to 19% from 1 April 2017 and will reduce to 17% from 1 April 2020 and this has
been reflected in the Consolidated Financial Statements,

As these chanaes of rates have been enacied at the talance sheet date, the impact of these reductions has been reflected
In the deferred tax hability at a rate of 17% (ZQ16: 18%).

16 Trade and Other Receivables

Group Corpany
Tz 206 2007 2016
£000 £'000 £'000 £000
Trade receivables 110,977 98,156 - -
Amounts owed by Group companies - - 86,606 80,335
Qther receivables 1,729 887 2 -
Prepaymenrts 2,291 1.768 - -
Total o o o T o 77114,9;7 100‘8117 86,606777 80,335

The amounts due from Group undertakings In the Company Statement of Financial Position are considered to approximate
to fair value.

Days’ sales outstanding at the year end based upon the preceding three months' revenue were 55.0 days (2016: 50.2 days). The
allowance for doubtful debts has been determined by reference to previous experience and maragement assassment of debts.

The Directors consider that the carrying armaount of trade and other recaivables approximates to the farr vajue.
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16 Trade and Other Receivables continued
Included in the Grouo's trade recervable balance are dabtors with a carrying amount of £15,661,000 (2C16. £10,4C7,.000)
which are past due at the reportirg date for which the Group has not provided as the Drrectors do not believe there has
been a significant change in credt cuality and consider the amounts to be recoverable in full. The Group does not hold

any collateral over these balances.
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The Group uses a th rd party credit scoring system to assess tne creditworthiness of potential new custemers before
accepting them, Credit irits are defined by customer based on this information. All customer accounts are subject to

review on a regular basis by senior management and actions are taken to address debl ageing 1ssues.

The Directors belove that there 15 no requirement for further provision over and acove the allowance for deubtful debts.

Ageing of past due but not impaired trade receivables:

Groun
207 2018
£'000 £000
0-30 days 9,007 7,427
30-60 aays 3,233 2,046
560-90 days 1,463 744
90+ days 1,958 90
'_r;;tal ) . o o 7 7175,66]7.”' o 10,45
Movement in the allowance for doubtfui debts:
Group
2007 2018
£000 £'C00
Batance at the beginning of the year 915 1,235
Acqursitions 42 -
Impairment losses recognised/(reversad) 71 {3203
Balance at the end of the year o - 1,028 915
Ageing of impaired trade receivables:
Group
2017 206
£'000 £'000
Not past due at reporting date - -
0-30 days - -
30-60 days - 1
50-90 days - -
20+ days 1,028 914
Total ’ ’ B - 1,028 915
17 Provisions
Groun
207 2016
£'000 £°000
Balance at the beginning of the year 602 626
Increase In year 994 -
Prav sions releasea dunng the vear - (24)
Balance at the end of the year i ) 1,596 602
Non-current 1,596 278
Current - )
- ) 156  &02

Total

The above provision relates to a dilapidations provision based on tre requirement to return leased build ngs to their oniginal
condition at the end of the lease tarm. The provision relates to offices held under lease arrangements that expire between

June 2017 and March 2027.
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18 Trade and Other Payables

Group Company
i 2017 2018 2017 2005

£'000 €000 £'000 £000
Trade payables 159 456 - -
Armounts owed to Group companies - - 32,031 31,711
laxation and social security 8,627 5,134 - -
Contractor wages crechitor 19,015 19,087 - -
Accruals and deferred income 9,882 10,885 - -
Prowvisions - 224 - -
Other payables 1,307 1,975 - -
Totarlr S S 38,996 7 37,861 32,031 31‘77;711

19 Financial Assets and Liabilities Statement of Financial Position Classification
The carrying amount of the Group's financial assets and habilities as recognised at the Statement of Financial Position date
of the reporting pertods under review may also be categorised as follows:

Financial assets are included in the Statement of Financial Position within the following headings:

Group Company
2017 2016 2017 2016
£'000 £'000C £'000 £'000

Trade and other receivables
- Loan and receivables 112,706 99,043 86,608 80,335
Cash and cash eguivalents

- Loan and receivables 5,802 7,442 - -

Total 118,508 106.485 86,608 80,325

Financial liabilities are included in the Statement of Minancal Position within the following headings:

Group
’ 2017 2016
£'000 £000

Current liabilities
Borrowings
- Financial habilities recorded at amortised cost 46,090 32,455
Trade and other payables
- Financial liabilities recorded at amortised cost 30,363 32,403
Total S ' - 76,453 64,858

The amounts at which the assets and iabilities abave are recorded are considered to approximate to fair vatue.

The Group has agreed banking facilities with HSBC until October 2020 totalling £105m comprising a £75m Invoice
Finarcing Facility and a £30m Term Loan Facility.

The Group has workirg capital facilities with HSBC which are secured by way of an all assets debenture, which contains
fixed and floating charges over the assets of the Group. This facility allows the Company to borrow up to 90% of its
invoiced debtors up to a maximum of £75m. Interest 1s charged on oorrowings at a rate of 1.1% over H3BC Bank base rate.

The Group has a £30m Term Loan Facility agreement with 1SR which is secured by way of a fixed and floating charge
over assets of the Group. Interes? is charged or borrowings at a rate of 3% over HSBC LIBOR rate.
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At 31 July 2017 the Group had com~itmen:s to cay the following amounts under non-cancellable ocerating leases as set

out below,
Group
2017 206
£000 £'CO0
Land/buiidings
Payments falling due. with n 1year 2,454 1,340
with n 1to 5 years 7,950 5,221
after 5 years 6,419 5,207
Other
Payments falling due with n 1 year 364 300
with n1to 5 years 210 316
21 Share Capital
Authorised share capital
Company
207 206
£000 £'000
40.000.000 ordinary shares of £0.01 each 400 400
Allotted, called up and fully paid:
Company
207 20
£000 £'000
21,801,000 (2016: 31,16 7.000) ordinary shares of £0.07 each 318 212
The number of shares inaissue in the Company :s shown below.
Company
200 206
‘000s "000s
In1ssue at 1 August 31,167 30,822
Exercise of share options 634 245
Inissueat 31 Juty 3801 31167
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21 Share Capital continued

Share options

The following options arrangements exist cver the Company's shares:

Exercise period

2017 2016 Date of Exercise R

*C00s 'Q00s grant price pence From To
Zero Priced Share Option Bonus 1 1 18/01/2010 1 18/01/2012 18/01/2020
Zera Priced Share Opt on Bonus 1 1 18/01/2010 1 18/01/2013 18/01/2020
Zero Priced Share Option Bonus 1 1 04/02/2011 1 03/02/2013 04/02/2021
Zero Priced Share Option Bonus 1 1 04/02/2011 1 Q3/02/2014 04/02/2021
Long-Term Incentive Plan Options - 3 3Z1/01/20:2 1 30/01/2015 31/01/2022
Zero Prced Share Option Bonus 1 1 21/01/2012 1 30/01/2014 31/01/2022
Zera Priced Share Option Bonus 2 2 31/01/2012 1 30/01/2015 31/01/2022
Long-Term Incentive Plan Options - 31 31/01/2013 1 30/01/2016 31/01/2023
Zero Priced Share Option Bonus 3 4 31/01/2013 o 30/01/2018 31/01/2023
Zaro Priced Share Option Bonus 7 11 31/01/2013 1 30/01/2016 31/01/2023
Long-Term Incentive Plan Options - 104 24/01/2014 1 24/01/2017 24/01/2024
Deaferred Share Bonus - 10 24/01/2014 1 24/01/2015 24/01/2024
Ceferred Share Bonus - 10 24/02/2014 1 24/01/2016 24/01/2024
Zero Priced Share Option Bonus 6 11 01/01/2014 1 01/01/2016 01/01/2024
Zero Priced Share Option Bonus 53 233 01/01/2014 1 01/01/2017 01/01/2024
Zero Priced Share Cption Benus 7 15 28/01/2015 1 28/01/2017 28/01/2025
Zero Priced Share Cotion Bonus 92 108 28/01/2015 1 28/01/2018 28/01/2025
Zera Priced Share Option Bonus 31 44  30/01/2015 1 30/01/2018 30/01/2025
Zaro Priced Share Option Bonus 5 16 26/06/2015 1 26/06/2018 26/06/2025
Value Creation Plan - 389 02/07/2015 1 18/11/201e 18/11/2021
Value Creation Plan 380 389 02/07/2015 1 18/11/2017 18/11/2021
Long-Term Incantive Plan Options 33 45 11/02/2016 111/02/2019  11/02/2026
Zero Priced Share Option Bonus 65 76 11/02/2016 1 1170272018 11/02/2026
Zero Priced Share Option Bonus &5 76 11/02/2016 1011/062/2019 11/02/2026
Long-Term Incentive Plan Options 23 31 11/02/2016 225 11/02/2018 11/02/2026
Long-Term Incentive Plan Options 23 31 11/02/2016 225 11/02/2019 11/02/2026
Zaro Priced Share Optior Bonus 159 - 03/02/2017 1 03/02/2020 03/02/2027
Zero Prced Share Option Bonus 176 - 31/01/2017 1 3140172020 31/01/2027
Long-Term Incentive Plan Options 92 - 31/01/2017 72 31/01/2019 31/01/2027
Long-Term incentive Plan Options 92 - 31/01/2017 72 31/01/2020 31/01/2027
Long-Term Incentive Plan Cptions 79 - 31/01/2017 145 31/01/2019 31/01/2027
Long-Term Incentive Flan Options 79 - 31/01/2017 145 31/01/2020 31/01/2027
Total  aamr 1650 T S

During the yvear the Group granted share options under a zero priced share option for Executive Directors and Semor
Management, and long-term incentive plan (LTIP) options for key staff. The zero priced share options were granted

on 31 January and 3 February 2017 to members of staff subject to a three-year holding pericd and are subyject to TSR,
EPS ana Share Price performance targets. The long-termaincentive plan options were granted to staff on 31 January 2017
and are subject to two and three-year holding periods with a release price of 220 pence per share All share options have
a life of 10 years and are equity settted on exercisa.

94 Gattaca plc Annual Report and Accounts 2017



21 Share Capital continued

The movement in share options I1s showr below.

Strategic Report

Governance

Financial Statements

2017 2016
 welghted T Weighted
average Weighted average Weighteo
Number exercise price average share Number exercise price  average share
‘Q00s (pence) price (pence) ‘000s (pence) phnice (pence’
Qutsranding at 1 August 1,650 9.3 - 1,766 7 -
Granted 758 51.1 - 277 56.0 -
Forfeited/lapsed (182) 31.1 - (145) 11.0 -
Exerc.sed (749) 1.0 2933 (248; 4.6 431.0
Outstanding at 31 July 1477 304 1650 9.3 -
-E_)-(é.r-cisable at”317JuTy77 - i _“83 1.0 o 94777 7 1.0 -
The numbers and weighted average exarcise prices of share opticns vesting in the future are shown below:
2017 2016
 Welghted © Weghted B
average Weighted average weighted
remaining average remaning average
contract life Number exercise price corract fife Number exercise price
Exercise date {months) '000s (pence) (morths) ‘000s {pence}
18/11/2016 - - - 4 389 1.0
Q70172007 - - - 5 233 1.0
24/01/2017 - - - 6 104 1.0
28/01/2017 - - - 6 15 1.0
18/1/2017 4 380 1.0 6 389 1.0
28/01/20°8 6 92 1.0 18 108 1.0
30/01/2018 6 n 1.0 18 44 1.0
1/02/2018 7 88 60.0 19 107 46.3
26/06/2018 11 5 1.0 23 16 1.0
31/01/2019 18 171 105.6 - - -
Nn/02/2013 19 121 44.5 31 151 65.2
31/01/2020 30 347 52.5 - - -
02/02/2020 30 159 1.0 - - -
Total - 138 155

In addition to the share option schemes the Group cperated a share incentive plan (SIP), which is an HMRC-approved plan
avallable to all employees enaoling them to purchase shares out of pre-tax salary. For each share purchased the Company

grants an additional share at no cost.
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21 Share Capital contipued

The fair values of the LTIP options were calculated using a Monte Carlo simulation rmethod along with the assumptions
detaled below. The values of the zero price options granted in the year weare calculated using a Black Scholes method
along with the assumprtions as detalled below. The fair values of the SIPs and deferred bonus shares were calculated as
the market vatues on the date of the grant agjusted for the assumptions as detailea below.

Share price
on the date Vesting Divdend  Risk-free rate

of grant Exercise price Volatihity penod yield of interest Far value
Date of grant (&) (£} (%) (years) (%) (%) 4]
28/01/2015  LTIP 5.08 0.01 16.4% 3.00 3.9% 0.7% 4.51
30/0°/2015  Zero pricé bonus 5.08 .01 16.4% 3.00 3.9% 0.6% 451
26/06/215  LTIP 5.49 0.01 16.4% 3.00 3.9% 1% 4.90
06/07/2015  SIP 5.58 0.01 N/A 3.00 N/A N/A, 5.58
05/08/2015  SIP 5.81 0.01 N/A 3.00 N/A N/A 5.81
04/08/2015 SIP 5.64 0.01 N/A 3.00 N/A N/A 5.64
05/10/2015  SIP 5.18 0.01 N/A 3.Q00 N/A N/A 5.18
a3/N/2015 SIP 5.45 0.01 NAA 3.00 N/A N/A 5.45
0g/12/2015 SIP 5.43 0.01 N/A 3.00 N/A N/A 5.43
05/01/2016  SIP 5.35 0.01 N/A 2.00 N/A N/A 5.35
05/02/2016 SIP 5.08 0.01 N/A 3.00 N/A N/A 5.08
1/02/2016  LTIP 4.35 0.01 21.4% 2.00 5.1% 0.4% 1.45
n/o2/2016  LTIP 4.35 0.01 21.4% 3.00 5.1% 0.4% 1.45
n/02/2016 LTIP 4.35 2.25 21.4% 2.00 5.1% 0.4% 0.84
n/c2/2006  LTIP 4.35 2.25 21.4% 3.00 5.1% 0.4% 0.88
11/02/2016 Zers price oonus 4.50 0.01 20.9% 3.00 4.9% 0.5% 3.88
07/03/20'6  SIP 4.29 0.01 N/A 3.00 N/A N/A 4.29
14/04/2016  SiP 4,74 .01 N/A 3.00 N/A N/A 4.74
10/05/2016  SIP A.65 0.01 N/A 300 N/A N/A 4.65
06/06/2016 SIP 4.25 0.01 N/A 3.00 N/A N/A 4.25
05/07/2016  SIP 3.19 0.01 N/A 3.00 N/A N/A 3.19
05/08/2016 SIP 3.54 0.01 N/A 3.00 N/A N/AA 3.54
09/09/2016  SIP 3.87 0.01 N/A 3.00 N/A N/A .87
Q7/30/2016  SIP 3.57 C.01 N/A 3.00 N/A N/A 3.57
08/ /2016 SIp 3.16 0.02 N/A 3.00 N/A N/A 3.16
Q7/12/2016  SIP 285 0.01 N/A 3.00 N/A N/A 2.95
16/01/2017 Sip 2.98 0.01 N/A 3.00 N/A N/A 2.98
31/01/2017  Zero price bonus 2.92 0.01 31.6% 3.00 7.8% 0.3% 1.27
31/01/2017 Zero price bonus 2.92 0.01 31.6% 3.00 7.9% 0.3% 1.51
31/00/207 Zaro price bonus 2.90 0.01 31.6% 2.00 7.9% 0.3% 1.23
21/01/2077 Zerg prnice bonus 2.90 0.01 31.6% 3.00 7.9% 0.3% 1.49
31/01/2017 LTiP 2.90 0.72 37.9% 2.00 7.9% 0.2% 0.99
31/01/20V7 LTIP 2.90 0.72 31.6% 3.00 7.9% 0.3% 0.86
31/01/207 LTIP 2.90 1.45 37.5% 2.00 7.9% 0.2% C.80
03/02/2017 LTIP 2.90 1.45 31.6% 3,00 7.9% 0.3% 0.66
Q7/02/2017  SIP 2.94 0.01 N/A 3.00 N/A N/A 2.94
Q7/03/2017  SIP 2.84 0.01 N/A 3.00 N/A N/ZA 2.94
07/04/2017  SIP 3.10 0.01 N/A 3.00 N/A N/A 3.10
09/05/2017  SIP 3.18 0.01 N/A 3.00 N/A N/A 318
Q7/0E/2017  SIP 3.28 .01 NAA 3.00 N/A N/A 2.28
Q7/07/207  SIP 3.09 0.01 N/, 3.00 N/A N/A 3.09
07/08/2017  SIP 2.87 0.01 N/A 3.00 N/A N/A 2.87
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21 Share Capital continued

The volatihty of the Company's share price on each date of gra~t was calculated as the average of the annualised standard
deviations of dally continuously compounded returns on the Company's stock, calculated over five yvears back from the date
of grant, where applicable. The risk-free rate I1s the yiela to marturity on the date of grant of a UK Gilt Strip. with term to
maturity eaual to the life of the option.

22 Transactions with Directors and Related Parties

Durirg the year the Group made sales of £381,000 (2016: £370,000) to InHealth Group, which 15 @ related party by virtue
of commaon directorship of Richard Bradford, ard sales of £863 0C0 (2016: £915.000) to the Waterman Group by virtue
of common directorship of Ric Pioer. As at the yvear end Waterman Group nad a balance cutstanding of £126,000

(2016; £85,500) and InHealth Group had a balance outstanding of £26,000 (2018, £98,000). All transactions were
undertaken at an arm’s length price.

There were no other relatec party transactions with entities outs de of the Group.

During the yvear Matchtech Group (UK) Limited charged Gattaca plc £921,00C (2016 £9C1,000) for provision of
management services. Further details of transactions with Directors are included in the Director’s Remuneration Report
on pages 46 to 62,

23 Financial Instruments

The financ al risk management policies and objectives. including those related to financial instrumerts and tha gualtative
rnsk exposure detalls, compnsing credit and other applicable risks, are included within the Chief Financial Officer's Report
under the heading 'Group financral risk managemeant’.

Maturity of financial liabilities
The Group financial habilities analysis at 31 July 2017 was as follows:

Company
n 206 2007 2016
E'QQC £°00C £'000
In less than one year or on demand:
Bank overdrafts - 14 - -
Working capital facility 25,693 18,929 - -
Finance costs capitalised (67) (1063 - -
Bank lcans and overdrafts o 25626 18847 - -
Trade and other pavables 30,363 32,403 - -
Total ' ~ sse8g 51280 - -
More than one year but less than three vears )
Term loan 20,714 13,608 20,714 13,608
Finance costs capitalised {250) - (250) -
Totaa 20,464 13.608 20,464 13,608

Borrowing facilities
The Group makes use of working capital ‘acilities and a term loan, details of which can be found In Note 19. The undrawn
facil'ty available at 31 July 2017 in respect of which all conditions precedent had been met was as follows’

Group Company
20717 2016 2017 2016
£'000 £'000 £000 £000
Expiring in one to five years 58,593 76,061 9,286 16,392

Te Direclors have calculated that the effect on profit of a 1% movement n interest rates would be £526,000
(2016: £450,000).

Tre Directors bel eve that the carrving value of borrowings acproximates to their fair vatue,
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23 Financial Instruments continued

Foreign currency risk

The Group's rain foreign currency risk 1s the short-term risk asscciated with the trade debtors denominated in US Collars
and Euros relating to the UK operabions wnose functional currency 1s Steriing. The risk ar ses on the d.fference between
exchange rates at the time the invoice (s raised to when the invorce s settled by the client. For sales denominated n foreign
currency, the Group ensdres trat direct costs associated with the sale are also denominated in the same currency. Further
foreign exchange risk arises wrere there is @ gap in the amount of assets and liabilities of the Group denominated in foreign
currencies that are reguired to be translated inte Sterling at the year end rates of exchange. Where the risk to the Group 1s
considared to be signficant, the Groub will enter into 2 matching forward foreign exchange contract with a reputable bank.

Net foreign currency maonetary assets are shown below:

Group
o ”72';70177 7 o 2036
£'000 E'Q00
Us Dollar 8,097 10,120
Euro 3,503 4,802

The effect of a 25¢ strengthening of the Turo and Dollar against Sterling at the balance sheet date on the Furo/Dollar
denominated trade and other recievables and payables carried at that date would, all other vanables held constant,
have resulted in a net increase In pre-tax profit for the yvear and increase of net assets of £2,898,000, A 25¢c weakernng
in the exchange rates would, on the same basis, have decreased pre-tax profit and reduced net assets by £1,928,000.

Company
The Company holds no material balances of this ngture other than ntercompany balances, which are not subject to a farr
value adjustment.

24 Capital Management Policies and Procedures
Gattaca plc’s capital managemeant objechives are:

Y to ensure the Group's ability to continue as a going concern;
» to provide an adequate return to shareholders; and
} pricing products and services commensurately with the jevel of risk.

The Group momitors capital on the basis of the carrying amount of equity as presented on the face of the Statermnent of
Fmaricial Position.

The Group sets the amount of capital in proportion to its overall financing structure, iL.e. eguity and financial habilities,
The Group manages the capital structure and makes adjustments in the lght of changes in econemic conditions and
risk characteristics of the underlying assets. Capital for the reporting period under review 15 summarised as follows:

Group

------ 2017 T 06

£'000 E'QO0

Total equity 84,702 81,614
Cash and cash equivalents (5,802) (7,442)
Cepital o S T7sge0  7ain2
Total equity 84,702 81,614
Borrow: ngs 46,157 32,561
Overall financing o o - 130,889 114175
tap|{éi to o'verali‘fmancmg ratio - —; ‘ ~ _ . Sa%‘w 65%
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25 Alternative Performance Measures
Alternative performance meascres are d sclosed oelow to show the adjusted and the pro-forma underlying trading
nerformarce of the Group.

The adjusted basis 1s reported exclucing nor-recurring items, amortisation of acquired intangibles and results from
divested businesses.

Amortisation

2017 Statutory  Nen-recurring of acguired Divestec
All amounts in £'000 basis costs mtang bles businesses Adjustea basis
Ravenue 642,365 - - - 642,365
Gross profit 74,708 - - - 74,708
Frofit from operations 12,704 1,610 3,074 - 17,388

Amorisat on
201¢ Statutory  Non-recurring of acquired Divested
All amounts in £°000 basis costs intangibles busimesses Adusted basis
Revenue 617,604 - - (7720 616,832
Gross profit 72.996 - - (609 72.387
Profit from operations 15,062 2,371 2.658 408 21,497
Net debt

2017 206

Net debt s calculated as foliows: £000Q £°C0O0
Cash and cash equivalents 5,802 7,442
Bank loans and overdrafts (46,090) {32,455)
Net debt (40,288) (25,013

26 Non-controlling Interests

The non-controlling interests relate to a 30% minority Interest in Resourcing Solutions Limited. The total non-controlling
interest as at 31 July 2017 was £2.222,000 (2016: £nil) which included prcfit in the year of £172,000 and deferred
consideration of £2,050,000.
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