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Intfroduction

Durng 2009710 Gemserv s focus

on high qualty delivery and value

for money lor its customers ensured
the continued development of the
Group throughout the hght economic
conditions that prevaled for most of
the year Inaeased external validation
of our processes and systems including
cerhficotion fo the envirenmental
standard ISO 14001, further reinforced
custemers confidence that we continue
to deliver to the highest standards

To support our client services Gemserv
moved fo new offices n November
2009 The brief was to find an office
with a Oty location and good
environmenial cedentials that would
also provide additional and mproved
chent meeting spoce Gemserv s new
office provides a pleasant, efficient
and flexible work ervirenment for
chents and staff and allows for future
growth of the Group

Excellent ntegration of Red lsland
Consulting RIC} withn the Group

hos resulted in a strong finai quarter
providing a robust platform for growth
in 2010/ Group-wide focus on the
infegration between Gemserv and
RIC has aflowed staff to work across
both companies Of particular note

is the strong demend for Fayment
Card industry market offerings RIC s
wlormation security experhse coupled
with the integrity demanded to

cudit chents Payment Card systems
hos raised the gome n terms of
Gemservs overall obility to manage
chients information and hghtly control
the governance surrounding date
systems

Throughout the year Gemsery
locused on developing exishing
clent relationships and as a result

expanded its portolio across

both current and new sectors

We supplemented the core
Mucrogeneration Certification Scheme
that Gemserv admiusters with a
commission from the Department of
Energy and Clmate Change fo design
and delver a website and database
in suppert of the Feed-In Tariffs
Scheme (FITS)

Gemserv has underiaken a number
of assignments in support of the
development and implementation of
smart metering and 1s well placed

ta win further roles in this area

The Group has a superb record of
managing data and the mult-party
governance surrounding tt, 15 @ market
leader in delverng wlarmation
securty and has exceptional external
acareditation and deep experience
in ubhty retal morket arrengements
Cur work delvering ervironmental
inhatives and recruiting and
extensively traning orly the best
people are the final pleces of the
iigsow that wil ensure Gemserv will
help to delver smart meterng safely
and securely

Rerforcng Gemserv s commitment
to positively mpact on our
environment and society , our siaff
have contributed throughout the year
to volunteerng and fundraising on
behalf of Tourettes Action and City
Goteway Gemserv has supported
City Gateway n many practical and
fnanciol ways creating benefits for
Gemserv staff as well as for those
we help Our nvolvement with these
charihes wil continue




"Excellent
integration of Reo

sland Consulting
within the Group
has resulted in

a strong final
quarter providing
a robust platform
for growth in

2010/ 11




Chairman’s Report

While trading conditions continued

to be challenging this financial yeor
Gemserv nareased its turnover

and the final quarter sow a marked
mprovement in prohitablity

| anticipate that this ncreased fnanciol
performance will be mantoned
leading to ncreased profitability in

2010/

The Company continued fo invest for
the long term throughout the year
mantaning its cash reserves n line with
our normal prudent approach Our
financial strength enabled strategic
plans to be carried out end a five-
fold ncrease n divdend fo be pad
Unusual expenditure lems ncluded
the costs associated with niegrating
Red !sland Consuling lacqured in
2008/09) re-structuring tachcel
recruiting and the costs of moving to a
much improved and larger office

The Board propose to increase

the dividend further, in lne with its
dividend policy of RPI « 1% lirom the
baselne payment last vear of £150k}
equating to a divdend of 68 66p per
share

We have continued 1o nvest in training
our existing staff and have also
conhinued to recruit some parhicularly
experienced and skiled new stoff

The Company's copcbilty has been
wonsiderably enhanced and we have
grown our presence n The morkels we
serve Gemserv's response to hghter
condifions - an mntense focus on quolty
- has left us stronger following the
economic downturn

Some months ego Nigel Bromley our
Chief Execuive, expressed his ntention
to the Board to step down from his
post after eght years Nigel has

taken the Company from start up fo
become a strong profitable and highly
respected cansulioney n its markeis
and 1 would like to thank him on behalf
of the Shareholders Drectors and
staff for his dedicahicn and service to
Gemserv

| em delighted to anncunce that
David Thorne (currently our Head

of Contract Delivery) will take over
as Chief Executive on 1st July 2010
and s currently warking with Nige!

to effect a smooth handever David
has over 20 years experience in the
utlity industry having worked for both
the water and eleciriaty regulators
followed by 11 years with Centrica

in senior positions His absolute
commitment o quality and strong
commerciol and managenial skils are
already proven to us and wil underpin
the future success of the Company



"Gemserv

successtu

ly

delivered
all of the
business

porojects it set

out to do

the year.’

ol

the start of




Chiet Executive's Report

During the year turnover ncreased
and whilst not meeting our profit target
we delivered a strong averall fincncial
performance This was helped by o
sharp marease in prohtablity in the

last quarter fueled by strategic sales
wins and an intense focus on quakty
throughout the frrst half of the year

Gemsery successfully delivered all

of the business projects it set out o

at the start of the year, ncluding the
ntegration of Red Island Consulting
and a successful move to our new
offices on Fenchurch Street that
provide more meeting spoce for clents
and greater capacity for staft We
have also met chent requrements

to tme and to quality b addition to
administering the Microgeneration
Certfication Scheme, we now operate
the associoted database which s

a key fociliater for the operation of
Department of Energy and Clmate
Change s Feed-h Tenffs mtiotive

The focus for the current year s a
continued commitment to long term

organic growth bult on quality
delivery to our chents, and to buld
our cash reserves, with a view fo
mantaining our progressive dividend
pohcy and ‘o iake advantage of
potential acquisiion opportunities
should they arise

Gemserv 15 particularly focused

on large scale change within the
envircnmental and energy sector
Our strong information security
consullancy will enhance the Group's
obihty to compete for contracts
managing the governance and
conirols surrounding smart meterng
and the avalabiity, distribution and
protection of household energy data

| am pleased with Gemserv s recent
performance and partculorly pleased
to be handing over the Chief Executive
role to Dawid Thorne wha | know wil
successhully take Gemserv through the
next stage of its growth




Directors Report

Introduction

The Drectors present ther report on the affars of the Group
{Gemserv lmited and iis subsichary Red Islend Censulting)
together with the fnancial statements and auditor s report for
the year ended 3lst March 2010

Principal Activities

Gemserv was formed on 18th April 2002 and provides @ range
ol speciahst market level consultancy assurance and adviscry
services predominantly in the utiities and environmental sectars
in the UK and across Europe

The Company has a strong background in the UK and Insh
electricity markets hoving developed the arrangements for

the compehtive retal market under the Master Registration
Agreement IMRA] From this background Gemserv has become
a morket leeder in pan-indusiry inhafives including those that
bridge the increasingly interconnected energy and environmenta!
fields such as microgeneration ond smart meterng Gemserv
also provides odministrative and secrefariat funciions to a
number of ndusiry bodies and forums os well as offerng

infermation security services through 1its wholly owned subsiciary
Red Islend Consulting (RIC)

RIC works with businesses and public secior orgenisations to
help them manage ther mlormation security risks and develop
eflective management systems to meet the requrements of
industry nafienal and nternchonal standords nduding ISO

27001 and the Payment Card Industry Data Security Standard

Results & Dividends

In the year to 31st March 2010 the Group achreved profit before
tox of £845k (2009 £1 255k The balance of profits clter tox
and 2008/ 02 ordinery dwidend payment will be transferred to
reserves

The Drrectors ntend fo recommend o divdend of 68 66p per

share (2009 65 14p] folaling £158 100 After these distnbutions
refoned reserves will be in excess of £4 milion

Share Issues

There were no share issues during the year

Review of the Business & Future
Developments

Gemsery has made excellent progress during the year inits key
business creas including the provision of techmical fnancial and
adminsiralive services 1o underpin the MRA Service Company
{IMRASCo) and other ndusiry badies

During the yecr the Compeny secured contract extensions
and was successful n tendering for new clients. These ncluded
a gevernment department, a utiity regulator analysis and
nvestigaiions in support of smart meterng arrangements and
ongoing nvolvement in a number of electricity market ntichives
in bath the Republic of Ireland and Northern eland

Business Risk

The Boord mancges Gemserv s business risk by reviewing s
strategy sales pipelne and key finanaial performance indicators

Gemserv conhinues to focus on delivering quality services for

its existing clients and providing addihonal services where
opportunities arise Whilst the economic downturn has proven
chalengng recent strategic intiatives have continued io deliver
new busness n an ncreasingly compshtive market space

Red Island Consulting (RIC)

RIC was mpacted negatively by the economic downturn in the
fest three quarters of the year However following re-structuring
re-positioning of the product offering to focus more on long-

term chent support and strong development of the Payment
Card Industry Securty offerng RIC returned a very strong
performance n the lost quarter At the end of the year RIC s
sales were acceleroing significantly and we expect this demand
to continue next year We believe that RIC wil meke a substantial
contribution to Group profits during 2010/ 11




Drectors & Ther Interests
The Drectors who served during the year were as follows

John Sykes *
Nigel Bromley
Geott Huckerby®
Jayne Gould
Mike Jeans

Ken McRae

Paul Tonkinson®

Served os o Drecior of MRASCo Lmited during the year
‘Employed by a Gemserv snareholder

No Director at 31st March 2010 hed an interest n any of the
shares of the Group

Payment of Commercial Debts

The Group mamntans a pohcy of paying its supplers in
accordance with ogreed credit terms

Charitable Donations

The Chanty Committee that was established in 2004 donated
£10000 dusing the year £7 400 wes used to maich funds
raised by sioff members through chenteble activities £1 000
was associated with one off donchions and the remainder
was used to support the Company s Give As You Farn (GAYE
Scheme

Auditor

Chantrey Vellacott DFK LLP 15 wiling to seek re-oppointment
os the cuditor o ihe Group A resolution proposing therr re-
appoiniment will be proposed at a General Meeting

By order of the Board

‘I-a MCQ@Q_.-

Ken McRae
Executive Drector and Company Secrefary

3rd June 2010
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CASE STUDY:

Smart Assessment

PROIECT BRIEF

Following its December 2009
response o the consuliahion on
electricity ond gas smart meterng

the Department for Energy and
Climate Change IDECC} commissioned
Gemserv to assess the 1ssues
regarding the funchional requrement
for gas smart meters fo include a volve
to remotely connect/disconnect gas

supply

CONTEXT

In May 2006 DECC consulted

on some of the key ospecis of the
roll-out of smart meters ncluding
delivery model and meter functionaliy
appreaches to the non-domestic
sector The consultation response wos
publshed 2nd December 2009 and
set out posihons on some of these
key 1ssues and the requrement for this
work

TIMESCALES

Gemserv carried out the work on
the gas valve between February
and May 2010, working clasely wath
both DECC and Clgem as part of
the Frospectus Phase of the Smart
Meterng Implementahion Programme
This work mpacted o wide range

of stakehalders ncluding customers
supphers and ther agents meter
manufacturers along with other
groups ncluding the Health end
Safety Executive

GEMSERY APPROACH

The project scope ncluded a review
and consoldation of avalable
information lle work alreody
undertaken by DECC stokeholder
submissions, other sources etc) and
testing the robustness of the arguments
for the inclusion of @ valve n gas
smart meters for the domestic sector
Further the project considered the
case for retrofiting existing gos meters
with smart functionclity and examned
the associated issues of techmical
copabiity manienance management
and safety

Gemservs cperocch ncluded
stakeholder consultation and laison
assessment and analysis and
preparation of ¢ final report for DECC

DELIVERABLES

Gemservs draft report is currently
being reviewed by DECC and 15
expected to be finalised over the
comng weeks in order fo determne
whether to nclude @ valve n gas
smart meters fo remotely connect/
disconnect gas supply

! hitp fwwwdece govuklenicontenticms/
consultationsismarinetering/smartneteringaspx



"The project
considered the
case for retrofitting
existing gas

meters with smart
functionality and
examined the
associated issues of
technical capability,
mainfenance,
management and
safety.”




CORPORATE RESPONSIBILITY

Gemserv s commitment to social 1ssues
continues to extend outsde ifs busness
activibies into social, chantable and
volunteering achivifies

Qver the past year Gemserv has worked
with the Heart of the City and City Action
to develop a wide ranging set of support
nhatives Both organisations were set up
by the Corporation of london to enable
companies fo undertake effechve corporate
responsibility programmes

Gemserv staff with help from Gity Action s
volunteer brokering service chose two
charities to support ths year through o range
of acivities The charihies chosen were City
Gateway and Tourettes Action

Gemserv s siaff have demonstrated
commitment and ingenuity in ther support of
these charties Fundraising nhatives have
included half maraihons skydives and sient
auctions Volunteering has ncluded designing
and running an Apprentice Challenge

style doy with young people organising an
office-based employability day to enhance
job seeking skils and assisting on a practical
skils course run for Qity Galeway s women s
projeci

Gemserv has sought to mnmise further
its ervironmenial mpact through a series
of nitichves designed o reduce energy
consumption and raise steff awareness.

We have a proactive programme lo drive
resource efficency ond continuously reduce
our envirenmental mpacts coordinated
through our tecm of green chompions These
encourage and consider staff suggestions to
conhnually refine our environmentel nihatives

Travel 1s a necessary feature of our business
and we try to mnimise the associoted
environmental mpacts wherever possible
Gemserv includes the estmated carbon
emissions from business travel and stoff
commuting within its carbon footprint which it
offsets by payment to The Clean Planet Trust

Further we closely montor and am fo
reduce our energy consumption by influencing
changes in stalf behaviours and incerporating
energy etficiency criteria nfo our decision-
making processes For exomple energy
efficiency was a key crterion n the selection
of our new central London cffices I odditien
wherever possible Gemserv purchases
recycled matenals end has mplemented
enhanced recycing faclies within ifs offices




Corporate Governance Statement

Gemserv Corporate
Governance
Statement

ihe Board of Directors 1s committed
to ihe highest siandards of corporate
governance and beleves that such
slondards are essential to business
ntegrty ond performance

Accordingly, whisi Gemserv does

not fall withn the regulations of the
londan Stock Exchange the Board fully
supporis the report of the Commitiee
on Corporate Governance and the
Committee s Revised Combined Code
of Best Prachice [ The Code ) The Board
welcomes the Committee s guidance on
internal control and the going concern
basis for preparing annual accounts

Board of Drrectors

The Boord comprises elected
members four of whom are Non-
Executive Dreclors and three of whom
are Exeautive Directors The role of
Chairman 15 separated from the role
of Chef Executive The Board has o
schedule of matters speaficolly reserved
for its approval n parhiclar the Board
s responsible for
»  Development and approval of
strategy and key polces
Approval of major developmenis
including acquisiions
Approval of annual busness plan
and budget
Board and Committee
appontments and related terms
of reference
Reviewing management
performance
- Approval of signihcant changes
in accounting pelicy and practice
and
Corperete governance and
nternal control

The Baard usuclly meets six fimes

per year and has three sionding
committees an Audit Committee

a Remuneration Committes and @
MNominaiions Committee Each 1s formally
conshtuted with terms of reference and
includes at least iwo Non-Executive
Board members

The Board acknowledges ifs
responsibilty for the systems of

internal control within the Group and
for ensuring these systems maintan

the ntegnity of cecounting records

and the safeguarding of s assets

The purpose of these systems 1s to
provide reasonable assurance as Yo the
reliability of finencial nformation and to
maintain proper control over ncome
expenditure assets and liabilities

Audit Committee

The Audit Committee assists the Board
In the execuhion of its responsibiities
for corporete governance end nterncl
control and has adopted terms of
reference modelled on those set out in
the Code Its members are Mike leans
(Charrmen) and Paul Tankinsen both
Non-Executive Drectors The Chief
Financial Ofticer 1s the seaetary of the
Committee the External Audit Partner
and the Chef Executive clso attend
meetings when necessary

The Audit Committee reviews the
Group s interncl controf structure the
external qudit process and approves
the qudit fees The Commitiee also
reviews reports from management and
from the external cuditors on their work
i monitors the effectiveness of the
Group s internal gontrols funchon and
reviews the financial statements and
proposed announcements together with
any propesed changes n accounting
policies prior to approval by the Boord

The Committee clso keeps under review
the objectraty and ndependence of
the exiernal auditor and the nature and

extent of the non-audit services which
it provides These services consisted in
2009110 of corpercie tax advice The
Audit Committee beleves that the level
and scope of these non-audit services
does not mpar the objechivity of the
external audifor

Remuneration
Committee

Fhe Remuneraiion Committee
determines the remuneration of the
Management Team on behalf of the
Board It hes formal terms of reference
set by the Board Its members are
all the Non-Executive Drectors and
meet under the charmanship of Geoff
Huckerby An Executive Director cnd
the Chief Executive aitend meetings
wheare appropriate The Commiitee
meets twice a year and when
necessary reviews annually

The remunerchon package

of the Mancgement Team

including the operation of the

Senior Management Incentive

and Retenhon Scheme ond the

opproval thereol and

The levels of salary bonus and

pensions payable fo stalf

Nominations
Committee

The Nomnations Committee chared by
John Sykes manages the process for
Board appontments and the reviewing
of succession planning i Ine with its
approved terms of reference Al Board
Drectors sit on ths Commitiee

Management Team

The Board has delegated operational
matters to the Management Team
that operates the day-te-day business
The Management Team 1s led by

the Chief Executive and includes two




Executive Dreclors and three Senior
Managers [t s responsible for the
development and mplementation of the
Groups strategy and ploys ¢ central
role n risk manogement planning
budgeting resourcng and day-to-day
mcnagement of the Group s operchons.

Going Concern

The Board confrms that after making
oppropriate enguiries 1t 15 of the
opmion that the Group has adeguate
resources to contnue n operattonal
existence for the foreseeable future

For this reason, it continues to adopt the
gong concern basis In preparing these
accounts

Fnanaial Reporting

There 15 a comprehensive business
plannng system with a business plan
and annual budgets approved by
the Board Monthly actual results are
reported against budget and revised
forecasts for the year are prepared
regutarly The Management Team
reviews the monthly reports

Risk Management

The Board and the Management Team
examine the major strategic business
and operational risks that the Group
faces on @ contirual basis A system has
been established that ensures nisks are
reviewed and reported regularly at of
levels and that oppropriate action 1s in
place fo mihigate the significant risks.

Controls and
Procedures

Gemserv maniains a comprehensive
set of delegations of authority and
fnancial regulations, and all matenal
breaches are reported to the Audit

Committee The fnancial contrels and
procedures are reviewed regulerly
and complance with them verihied by
the annual audit The Audit Committee
reviews internal controls for comphiance
with relevant legislation

Shareholder Relations

The Beard reviews its relahens and
communicahions with shareholders on
an annucl basis The annual report and
accounts are presented fo shereholders
at o General Meeting held n July of
each year Some large shareholders
are represented at Board level as
Non-Executive Directors and the Chel
Executive ensures an ongoing dialogue
with other shareholders




"The principal
challenge..
would be to
engage MCS
installers in

a way that
would achieve
the desireo
outcome,
without making
undue demonds
on their time.




CASE STUDY: MCS &

Feed in Tariffs

PROJECT BRIEF

Gemserv was commissioned by the
Department of Energy and Clmate
Change (DECC} to design and deliver
o website and datobase i support of
DECC s roll-out of the Feed-In Tarffs
Scheme [FITS}

CONTEXT

The end product was expected to
play a key role n faciltating the
Microgenerction Cerhfication Scheme
{MCS) in establishing a central register
where nstallers could gan certification
for the work they carried out Ths
coud n turn be used as evidence
when customers seek to clom FIIS
from an electricity supplier

TIMESCALES

The project had to be taken from
proposal through to delivery in three
months The customer was the DECC
FITS team but other participants

in the ndustry would olso be key
stakeholders, as would FITS Licensees
ond Ofgem The princpal challenge,
however, was to engage MCS
nstallers n o way thet would achieve
the desired outcome without making
undue demands on ther tme

GEMSERY APPROACH
Gemserv worked with DECC fo agree
the exact requrements At key stages
we consulted other stakeholders

to ensure the requrements were
correct We chose C&C Group as
our technical delivery partner, and
worked closely with them to achieve
the buld withn the very challenging
tmescales We developed o
progremme of information for installers
to ensure they were engoged at the
cppropricte time

DEUVERABLES

Gemserv delvered the datobase
and website n tme fo support the
April 1st 2010 launch of FTS and
within the agreed budget The proect
has now moved nto the operational
phose with Gemserv supporting the
datcbase and offering a telephone
helptine for nstallers and other
stakeholders Gemserv continues

to work with Ofgem and many

other industry siokeholders to help
mplement the new industry processes
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Statement of Directors Responsibilities

and Statement of Disclosure of Information to Auditor

Statement of Directors
Responsibilities

Company law requrres the Drreciors to
prepare financial statements for each fnancial
year which give a irue and far view of
the state of affars of the Company, of the
Group ond of the profit or loss of the Group
for that period I preparing those financial
statements the Directors are requred to
Select sutable accounting polcies and
apply them consistently
Make udgmenis and estmates that are
reasonable and prudent and
Prepare the financial siatements on
the gong concern basis unless it is
inappropriate o presume thot the
Company and the Group will contnue
in business

The Directors are responsible for keeping
adequate accounting records that disclose
with reascnoble accuracy at any iime the
financial position of the Group and enable
them 1o ensure that the financial statements
comply with the Companies Act 2006 They
are also responsible for safeguarding the
assets of the Group and hence for taking
reasonable steps for the prevention and
detechion of fraud and other rregularities

The Drectors are responsible for ensuring that
ihe Directors Report and other informahion
included n the annual report 1s prepored in
accordance with company law n the United
Kingdom

Statement of Disclosure
of Information to Auditor

Each person who was a Drector of the date
that this report wos appraved hos taken the
necessary steps n order fo
Make themselves aware of any
relevant audit informaiion fas defined by
the Companies Act 2006} and
Ensure that the audiior 1s oware of ol
relevant audit nformatien {as defined}

As far as each Director 1s oware there 1s
no relevant audit nformation of which the
CGroup's cudiior 1s unaware




Independent Auditor’s Report to the
Shareholders of Gemserv Limited

We hove cudited the fnancial statements of Gemserv Lmited for the year ended 3ist March 2010 which comprise the Group Profit
and less Account the Group and Parent Company Balance Sheets the Group Cash Flow Statement and the related notes The financial
reportng framework applied in ther preparation 1s applicable law ond United Kingdom Accounting Standards (United Kingdom Generally

Accepted Accountiing Practicel

This report 1s mede solely to the Comocny s members as @ body n cecordence with sechon 495 of the Companies Act 2006

Qur audit work hos been undertaken so that we might state to the Company s members those matters we are requred fo stote fo them in
an audilers report and for no other purpose To the fulest extent permitted by law we do not cccept or assume responsiility fo cnyone
cther than the Compeny and the Company s members as ¢ bady for eur audit work for this report or for the opnions we have formed

Respective
Responsibilities of
Directors and Auditor

As explained more fully n the Stotement
of Direciors Responsibiiiies the Directors
are responsible for the preparation of the
financial statements and for being satished
thet they give o true and far view Our
responsiblity 1s to oudit the financiol
statements in accordance with applcable
law and Iniernational Stondeords on
Auvditing (UK ond Ireland} Those standards
require us to comply with the Auditing
Prachices Board s Ethical Siandards for
Audifors

Scope of the Audit
of the Financial
Statements

An audif nvoives obtaning evidence
about the amounts and disclosures n

the financial statements sufficient lo give
reasonable assurance that the fnanaal
siatements are free from matengal
misstatement whether coused by fraud

or error This ncludes an assessment

of whether the accouniing policies are
cppropnicte fo the Group s and the Parent
Compeny s arcumstances and have been
consistently appled and adequately
disclosed the recsonableness of significant
accountng eshmates made by the
Directors and the averall presentation of
the financial statements

Opinion on Financia
Statements

In our opnion, the nancial statements
Give @ true and far view of the
stcte of the Group s and the Farent
Company s cffers os of 31st March
2010 and of the Group s profit for
the year then ended

+  Have been properly prepared in
accordance with United Kingdom
Generally Accepted Accounting
Practice and

»  Have been prepored n accordance
with the requrements of the

Companies Act 2006

Opinion on the Other
Matter Prescribed by

the Companies Act
2006

In our opinion the information given In
the Directors Report for the fnencic!
vear for which the financicl statements
ore prepared and the other nformation
included in the

Intreduchon

Charmen s Report

Chief Executive s Report

Corporate Responsiblity Report

and

Corporate Governonce Statement

are consisient with the financial statements

Matters on Which We

are Required fo Report
by Exception

We have nothing to report in respeci
of the folowing matters where the
Companes Act 2006 raquires us to repart
to you if In cur opinon
Adequate accounting records
have not been kept by the Parent
Company or returns adequate for
our audit have net been receved
from branches not visited by us, or
- The Parent Company financial
stotements are not in ogreement
with the aceounting records and
returns or
- Certon disclosures of Crectors
remuneration speched by law are
not made or
- We have not received al the
information and explanations we
requre for cur audit

"™ rre, Ut Dbl

Chris Malaada FCA

(Senior Statutary Auditor)

For and on behclf of

CHANTREY VELLACQOTT DFK LLP
Chartered Accountants and Statutory
Auditor

Russell Square House

10412 Russell Square

london

WCIB 5LF

3rd June 2010
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SO 27001 is now

a way of life for us
at Bupa - we use
the methodology
as the basis for

all our Information
Security activities.
tis not a tick

oox compliance
exercise - and

Red Island are key
partners in our
vision.




INFORMATION SECURITY

TESTIMONIAL

“Red Island has been key n all of
Bupas 15O 27001 Certihicahon
projects - the onginal Certihcation

of cur Data Centre n the UK

the subsequent extension of that
Cerhificate earber this year fo

a secand data centre and the
Certificction programme for @
subsidiary company Heclth Dialog UK

Red Island provide us with ongoing
mantenance to ensure success at each
survellance audt ncluding overseeing
the Certihcation body auditar during
the review visits themselves. Red

Island clso provide us now with other
consultancy services, such as Payment
Cord Industry Data Secunity Standard
(PC1 DSS) expertise

We will be using Red Istand even
more in the coming months when we
extend 15O 27001 Certification to our
operations around the world This wil
include Bupa businesses in Europe the

USA ond Australe

When we frst embarked on the 1ISO
27001 programme we engaged the
services of some large consultancy
companies These turned aut fo be
expensive a slow' approach la lot
of taking and lttle action} and |

felt exuded o somewhat pessimishic
outlook for completing n reasonable
tene frames

Red lsland are genune experts in

15O 27001 Unlike some of the other
consullancies we have used who wil
tok about it Red Island actually DO
things they have provided us with ther
own proven [SO 27001 methodaology
{asset register risk register action
tracker efc) and our consultent has
done much of the leg work They
fied things for us such as Security
Policy gaps and shortfalls n our risk
assessment tables Ther guorantee of
a paoss Is genune

As a company | found them to be
small enough to be nmble responsive
and value for money yet nfluential
enough in ther held of expertise to be
extremely effective therr relatianship
with Certificolion bodies has proven to
be very valoble to us

18O 27001 1s now a way of Ife for us
at Bupa - we use the methedology
as the basis for all our Information
Security activities, |t 1s not a tick box
compliance exercise - and Red Island
are key partners in our vision

Phil Hunt, Bupa

Clobal Technology and
Information Systems
Manager
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"NIAUR

commissioned
Gemserv to
investigate

the validity of
fhese price
increases and the
communication

method to
customers.’




CASE STUDY Investigation into Business

Taniffs for Electricity n Northern Ireland

PROJECT BRIEF

In the cutumn of 200G the
Northern Ireland Authoriy for
Utilty Regulehion (NIAUR} and
the Department for Enterprise
Trade and Investment in Northern
Irelond recewved a number

of complaints from business
customers regarding a sudden
and unexpected inaease n ther
electricity costs.

CONIEXT

NIAUR commissioned Gemserv
to nveshgate the valdity of
these price ncreases and
the communication method fo
customers |t was agreed that the
assignment would cover
Determination of how the
rebate and subsequent
normalsation were
communicated between
(i NIAUR and Suppliers
and {nl Suppliers and
Customers
Data analysis of the
underlying costs and prices
charged, and
The customers
understonding of the
market and the cosls they
are exposed fo

TIMESCALES

This assignment commenced n
December 2009 with the fincl
report avallable n early March

2010 Gemserv ond NIAUR

worked in partnership fo deliver
the workstreams outkned n the
Approach section

GEMSERV APPROACH

Gemserv ogreed a pardllel
workstream approach with
NIALR io meet the following key
delverables

Workstream 1 Communiaation
Focusing on how the rebate and
subsequent normalsction were
communicated and inveshigating
customars understanding of the
market and the costs to which
they are exposed The scope also
incleded
Identifying and
communicating the data
requred from cuslomers fo
taciitate dota analysis
Preparctien of @ scrpt for
cusiomer interviews
Attending and documenting
cusiomer interviews with
NIAUR s representative
Liaison with NIAUR s tansff
and communications
teams to denhly how the
rebate and subsequent
normalisation were
communicated to Suppliers
and
Meelings with Supplers
to dently how the
rebate and subsequent
narmalisotion were
communicated io customers

Workstream 2. Data Analysis

Focusing on anclysss of the

underlying cosis and prices

charged and dentifying the

difference The scope of this

workstream included
Valdeting and amending
NIAUR s spreadsheet
model used for data
modeling
Mestings with NAUR s
morkef moniforing team
to valdate the capacity,
mperfection and morket
operalor charges, and

- Production of an analysis

of the underlying costs
ncurred by the Suppler on
a per cusiomer basis and
the corresponding invoice
charges

DELIVERABLES

The finalised report was produced
within the required tmescales
and budget allocated by NIAUR
The key headline points from

the report were presented by
the Electnaty Drreclor af the
Stormont Enterprise Irade and
investment Committee on the 3rd
March 2010 It 15 also publicly
avalable on the NIAUR websitd

"hitp fAwww uregm gov uk/news/view/
regulaior_to_lead_ettorts_to_help_business_
consumers_benefit_more_from_elec




Group Profit and Loss Account

for the year ended 3lst March 2010

TURNQOVER

Centinung operations

Acguisitions

ADMINISTRATIVE EXPENSES

Continung operations

Acquisitions

GROUP OPERATING PROFIT

Continuing operations

Acquisihions

Interest recevable and smilar ncome

PROFT ON ORDINARY ACTIVITIES BEFORE TAXATION

Tax on profit en ordnary acivibes

PROFT ON ORDINARY ACTIVITIES AFTER TAXATION

A statement of mavements on reserves 1s given in note 16

There were no other recognised gans or losses made by the
Group during the year ended 3lst March 2010 other than
the proht for the year and therefore ¢ separate statement of
recognised gans and losses 1s not presented
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Notes
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845

{282)

Bl

GROUP

:

Cn
[N
-0
a3

|

144
1255

{350]

g

There 15 no difference between the profit on ordinary aciivinies
belore taxchion and the retlened profit for the year stated cbove

and ther historical cost equivalents

The notes on pages 32-39 form part of these fnancial statements




Croup and Company Balance Sheet

as at 31st March 2010

Notes GROUP GROWP  COMPANY  COMPANY

2010 2000 2010 2000
£000 £000 £000 £00C
FIXED ASSETS
Intangible fixed assets 7 2,44) 2567 - -
Ivestments 8 - - 3.397 3397
Tengible fixed assets Q 505 Q0 498 a4
2946 2659 3895 3481
CURRENT ASSETS
Debtors 10 1792 1765 1,571 1334
Cash at bank and in hand 2152 2076 1329 1,350
3044 384 2900 2684
CREDITORS
Amount faling due within one year i (1876} {1702} (1775} {1477)
NET CURRENT ASSETS 2068 213 1125 20
TOTAL ASSETS LESS CURRENT LIABILITIES 5014 4708 5020 4688
CREDITORS
Amount faling due after more thon one year 12 217} (433} {217} (433)
PROVISIONS FOR LIABILITES
Delferred toxation 13 (19} - (1
NET ASSETS AZ78 433 4784 42%
CAPITAL AND RESERVES
Share copital 14 230 230 230 230
Profi and loss account 15 4548 4135 4554 4025
EQUITY SHAREHOLDERS' FUNDS 16 4778 4365 A784 4235

Approved by the Board end authansed for issue on 3rd June 2010 and signed on behalt of the Board by

ﬂw‘ Gj/(\/ W

Iohn Sykes Nigel Bromley
Charman Chef Executive

The notes on poges 32-39 form part of these financial stoiements




Group Cashflow Statement

for the year ended 3list March 2010

Notes GROUP GROUP
2010 2009
£000 £000
NET CASH INFLOW FROM OPERATING ACTIVITIES A 1402 1628
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE
Interest recerved b 144
TAXATION
UK carporation tax pad {433) {6301
CAPITAL EXPENDITURE AND FINANCIAL INVESTMENT
Purchose of tangible fixed assets {532) {56}
Acquisition of subsidiary B
Cash pad to acquire subsidiery - (2 585)
Acquisition expenses - (162
Cash at bank and in hand with subsidiary - 652
Payment of Delerred Consderation {217}
MANAGEMENT OF LIQUD RESOURCES
Decreasef{increase) in shori term nvestments - 2 500
EQUITY DIVIDENDS PAID (150 (27)
(DECREASE)/INCREASE IN CASH IN THE YEAR 7 Lzod
RECONCILIATION OF NET CASHFIOW TO
MOVEMENT IN NET FUNDS
MNef funds at beginning of the year 207 3n2
(Decreasel/increase in short term nvestments - {2,500}
[Decrecsel/increase in cash balence 76 1,464
NET FUNDS AT THE END OF THE YEAR 219 20%
ANALYSIS OF NET FUNDS AT 3lst MARCH CASH AT 1st APRL
2010 AOW 2009
£000 £000 £000
Cash at bank and n hand 2152 76 2076
NET FUNDS AT THE END OF THE YEAR 2152 E 207

The notes on page 31 form part of this cashflow statement
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Notes to the Group Cashflow Statement

for the year ended 3lst March 2010

GROUP GROUP

A) RECONCIIATION OF OPERATING PROFIT TO NET CASH 000 o0
INFLOW/AOUTFIOW) FROM OPERATING ACTIVITIES £000 £000
Operating profit 839 1,
Depreciation 1 5
Amoriisation of goodwil 128 -
Lossfigan} on disposat of fixed assefs 6 .
Decreose/lncease) n debiors {27 577
Decreaselincrease in creditors 345 (m
Net cash inflow from operating achvities 1402 1028
B} ACQUISTION OF SUBSIDIARY
On 1th February 2009 Gemserv mited acqured the whole of the 1ssued share copital of Red
Island Consuling The effect of the acquisition was
Tangible fixed cssets - o)
Debtors - 368
Cash at bank - 652
Creditors (198}
Goodwil arising 2569

- 3397
FINANCED BY
Cash - 2585
Acquisition expenses - 162
Deferred consideraiion - 650

- 3397

The deferred consideration of §650k 1s payable in equel nstalments over three yeors




Notes to the Financial Statements

1 Accounting Folicies

A summary of the princpal accounting
polces all of which hove been appled
consistently throughout the year 1s set
cut below

BASS OF ACCOUNTNG

The financial statements are prepared
under the hisiorical cost convention and
in accordance with apphcable law and
United Kingdom Accounting Standards
{United Kingdom Generally Accepted
Accounting Practice)

CONSOLDATION

the Group s fincncial statements
consoldate the accounts of Gemserv
Linited and its subsidiary mede up fo
3lst March 2010 The Group proft

and loss account ncludes the results

of all subsdiary undertakings for the
period from the date of its acquisitron
The Group statements have been
prepared in accordance with acquisition
accounting principles Turnover ond
prafits arising on trading between group
compenies are excluded

OPERATNG LEASES

Preperty rentals payable under
operating leases are charged aganst
profit on a straight Ine basis over the
perod to the first rent review faking
into account the rent free period at the
commencement of the lease

TURNOVER

Turnover represents the value of the
services rendered to customers for
the period Where services have
been nvoiced in advance these sums
are carned forward at the year end
os delerred income and included in
creditors Turnover 1s stated net of VAT

32

PENION QOSTS

The Group operates group pension
schemes which are defined contribution
schemes Contribubons are charged n
the profit and loss account in the pericd
in which they are pad

FORBIGIN CLRRENCES

Assets and hablihes in foreign currencies
are trenslated into sterlng af rates

of exchange rulng at the balance sheet
date Transactions during the penied
are translated at the rate of exchange
ruling at the date of the transaction

GOODWILL

The consideration struciure for the

RIC acquisition ncludes an earn-out
period with the deferred consderation
paycble over o three year period
based on performonce exceeding
certon predetermned targets The
goodwil arising on consoldation 15
being omorhsed over s expected
economic Iife of 20 years subject o an
annuch mpavment review

INVESTMENTS

Investments are nhally inchuded ot cost
ond are subject to an annual mparment
review

TANGBLE RXED ASSETS
Tangible fixed assets are stated at cost
less accumulated depreciation The
Group s policy 15 to depreaiate fixed
assets on a straight-lne basis from date
of purchase as follows
Leasehold mprovements over
lease period o the break n five

years
- Computer and office equpment

two-four years and
Office furniture four-five years

WORK N PROGRESS & IONG TERM
CONTRACTS

For long term contracts work

In progress 1s stated ot cost plus
attribulcble profits less foreseeabls
losses and progress payments receved
and recevable and 15 disclosed

under debtors as amounts recoverable
on contracts Cost comprises diect
labour and aitributable overheads
Atinbutable profit 1s that proportion of
the toial currently estmated io rise
over the durahion of a contract which
may reasonably be atiributed to the
work carried out ot the balance sheet
date

Foreseeable losses are all losses
currently expected to arise on contracts
in progress irrespective of ther stage of
completion ot the balance sheet date

Progress payments recevoble in
excess of the value of work executed
on ndividual contracts are ncluded n
aeditors under the heading payments
received on cccount

DEFERRED TAXATION

Deferred taxation 1s provided on
material tming differences between the
incidence of ncome and expenditure
for toxahon and accounting purposes
on a full provisien basis in accordance
with the provisions set out in FRS 19
“Deferred Tex” Deferred tax assets
are only recognised when they arse
from timing differences where ther
recoverability in the short term 1s
regarded os being probable




2 Turnover

TURNOVER BY GEOGRAPHIC AREA IS AS FOLIOWS

UK
Europe and Republic of Irelond
Other

3 Profit on Ordinary Activities Before Taxation

THIS IS STATED AFTER CHARGING

Depreciation
Staff costs (see note 4}

Auditers remunerchion
audit services

non-audit services

Foreign exchange lossfigamn)
Payments under opercting lease/property lcence

4 Staff Costs

Stoff costs lincluding Drectors remunerationl during the year cmounted o

Woges and scleries
Social security costs

Pension costs

The average numbers of Directors and permanent staff employed during the year were:

MNon-Executive Directors
Executive Direciors

Fermanent staff

GROUP
2010
£000

7 A5
268
50

8063

m
3805

20

{19
198

3234

207

B

No

[F> LN

&4

GROLP

£000

67225
235
23

2903

3]
2975

258



Notes to the Financial Statements otneed!

DRECTORS REMUNERATION

The total amount of Directors remuneration and other benefits was £654k (2000 £642k) This ncludes those Non-Executive Directors fees
which were paycble to the employers of certain Non-Executive Direciors The remunerction of the highest peid Drector wes £242% mncluding
£16K pension contribunon {2009 £237% ncluding 16k pension contrbution) Direclors remuneration ncludes £ 141k (2000 $164k) n
respect of the Senior Mancgement Incentive and Retenhon Scheme Pension contribuhons of 40k (2009 £39%) were mede in respect of

three Drrectors (2009 3)

Jeyne Gould hes ¢ season ficket heclth cere and gym tocn in cecordence with the Compeny s normal terms for staff The maxmum amount
cdvanced i the year was £2,167 and the amount cutstonding ot the end of the vear was £654 (2009 £610)

S Tax on Profit on Ordinary Activihies

(A} ANALYSIS OF TAX CHARGE FOR THE PERIOD

UK corperation tax on profits fer the period Inote 5B)
Provision for delerred tax

Tex on profits on ordinary activities

(B} FACTORS AFFECTING TAX CHARGE FOR THE YEAR

The tax assessed for the period 1s lugher than the standard rate of corporaiion tax n the UK
of 28% The differences are explaned below

Profit on ardinary actvihes before tax

Tax on profit on ordincry activities at standard corporation fax rote of 28% (2009 28%)

EFFECTS OF

Expenses not deductible for tax purposes

Capital cllowances less than/lmore than) depreciahon
Lower rates of taxction

Other short term tming differences

Current tax charge for the vear {note 5A)

6 Dividend

AMOUNTS RECOGNISED AS DISTRIBUTIONS TC ORDINARY
SHAREHOLDERS IN THE YEAR

Fnal 2009 ordinary dividend of 65 14p {2008 11 Glp) per share pard in the year
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GROWP

236

48
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(2l
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COMPANY
2010

120

351

2
(5)
{n
{1

3%

COMPANY
£000
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AMOUNTS NOT RECOGNISED AS DISTRBUTIONS TO ORDINARY
SHAREHOLDERS IN THE YEAR

Proposed fnat 2010 ordinary dividend of 68 66p {2009 65 14p) per share

The proposed hnal 2010 ordinary dividend s subject io approval by shareholders ol ¢
General Meeting and has not been ncluded as ¢ liabilty n these financial statements in
accordance with FRS 21

/ Intangble Fixed Assets
GROUP

Cost
At 1st Aprl 2009
Goodwill arisng on acquisition of subsdiary in year

At 31st March 2010

Amortisation
At 1st April 2009
Amount provided in year

At 3lst March 2010

Net Book Vole
As at 31st March 2010

8 Investments

COMPANY

On Tith February 2009 the Company purchased 100% of the issued shore capriol of Red
Islend Consulting Lmited an information security and management systems consultancy
provider

Cost ot 31si March 2010 & 2009

The consideration pad of £3 397k ncludes deferred consideration of £650k payable n
equal annual nslalments over ¢ three year earn out perod lsee notes 11 and 12} The fist
poyment of deferred considerahon was made on 3lst March 2010 The balance of delerred
consideration 1s disclosed n note 77 If specific performance targets are delivered further
consderation up to £2 3m 15 paycble over the earn-out period

COMPANY
2010
£000

2010
Goodwil
£000

2369

2209

‘

128

2

2 441

2010
£000

COMPANY

£000

_150

Goodwll
£000

2569

£000
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Notes to the Financial Statements icontnued

Q Tangible Fixed Assets

A GROUP

Cost

At 1st Aprl 2009
Addions in the year

Disposcls

At 31st Morch 2010

Depreciation

At st Aprl 2009
Charge for the year
Disposals

At 3lst March 2010

Net Book Vales

Ar 31st March 2010
At 3lst March 2009

B COMPANY

Cost

At 1st Aprit 2009
Additions in the year

Disposals
At Jist March 2010

Deprediation

At Tst April 2009
Charge for the year
Disposals

At 3ist March 2010
Net Book Valses

At 31st March 2010
At 3ist March 2009
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IMPROVEMENTS

£000

316

36
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LEASEHOLD
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£000

36
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N
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~
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OFACE AND
COMPUTER
EQUIPMENT

£000

234
1o
(30)

152
71
(30}

s s

OFACE AND

EQUPMENT
£000

222

104

{23)

303

146

(23)
189

=

OMCE

FURNITURE
£000

(69)
106

169)
106

95

|

TOAL

£000

303
532

Q9
736

213

]
{@3)
23

3

TOTAL

£000
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10 Debtors

Trade debiors

Amount due from subsdiary undericking
Other debtors

Amounts recovercble on contracts

Prepayments and accrued income

Included in the other debtors s a rent depasit
of £165k which is repayable at the end of the
lease (see note 17}

GROUP
2010
£000

1347

196
14
235

g

GROUP
£000
Q55

N Creditors Amounts Fallng Due Withn One Year

Trade creditors

Other credifors including social security
Cerporation fax

Accruals and deferred ncome

Chbligahons under RIC acquision agreement
isee note 8!

12 Creditors Amounts Faling Due After One Year

Oblgetons under RIC acquisihon ogreement
lsee note 8)

25

433

433

261
127
970
a7

N
h

|

e
N

2
N

COMPANY
2009
£000

563

2
709

w’
[#5] ¥
[N

3i8
131
151
640
27

1=
~
|

|

433

433
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Notes to the Financial Statements ontnsed

13 Provisions for Liabilities

Deferred tax
Capital allowances

Deferred tax lability

The provision for deferred taxation has been calculated based on a
corporation tax rate of 28%

The movemeni during the vear 15 analysed as tollows

Balance at st Aprl 200G
Provision in the year
Balance at 3lst March 2010

14 Share Capital

GROUP AND COMPANY

Authorised
S00000 Ordnary shores of £1 each (2009 500 000)

Caled up, Issued and iy paid
230 258 (2009 230 258) Ordinery shares of £1 each

15 Profit and Loss Account

GROUP

At st April 2009

Profit for the year cfter faxation
Dwidends paid lsee note &)
As at 3lst March 2010

COMPANY

At 1st April 2009

Profit for the year olter taxation
Cividends pad [see note 6)
As at 3lst March 2010
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GROWP
2010
£000

19

|6‘

GROUP
2009
£000

1904

COMPANY
2010
£000

Q
9

=

4135
563
(150}

IsS
I~

4025
&9
{15C)

COMPANY
£000

£000

3263
899
(27}

4135

3263
789
{27]
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16 Reconcihation of the Movement in Shareholders Funds

GROUP

At st Aprl 2009

Profit for the year cfter taxation
Dwidends paid

At 3lsi March 2010

COMPANY

At st Apnil 2009

Prolit for the year after taxchion
Dwdends paid

At 3lst March 2010

As permited by S 408 of the Companies Act 2006 no separate Profit and Loss Account for Gemserv Limited has been presenied

17 Financial Commitments

The Compeny s annuct commiments for non-cancelleble rental obligahon under the operaling lease
for its premises poyable during the year to 3lst March 2011 are as lollows

Expiring withn one year

Expring after more than five years

| In September 2009 the Company entered info ¢ ten yeor lease with a five year break clause
exercised by giving six months notice The Company has an 18 menth rent free period ending
March 2011

i Under the terms of the agreement to acgure RIC, the Company 1s committed to make earn out
payments io the previous RIC shareholders should RIC achieve results in excess of pre-defined
targets The level of the additional payments will be determined by the results n each of the three
years lo 2012 The moxmum obligaiion under the agreement 15 equal fo £23m No poyments were
due for the year ended 3ist March 2010

18 Pension Scheme

The Group operates defned coninbuton schemes The charge for the year of £207k (2009

£ 166k} represents contributions payable to the schemes in respect of the year ended 31st March
2010

4365
563
(1504
4778

4255
o7q
{(150)
A784

2010
£000

k|

3493
899
(27)

4365

3493
789
27}

4255

£000

|k
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