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OPTIONIS LIMITED - INTRODUCTION
CHIEF EXECUTIVE’S STATEMENT

Introduction

| joined the Optionis group on 8 July 2019, following the retirement of Derek Kelly. My background prior to joining
Optionis has been leading professional and financial services businesses over the past 25 years with my most recent
role as CEO of My Home Move for the last seven years leading their transformation and helping turning it into the
clear market leader in its sector.

I am excited to join Optionis and take on the challenge of facilitating its future growth, while building on the groups
history and heritage as the leading market provider of contractor solutions.

Strategic update

The key area for me since joining the business has been to focus on developing a long-term strategic plan and vision
for the group. To do this we commenced a process in December 2019 to create a vision as to how we would like the
Optionis group to look and to feel over the coming years and, as part of that process, we have reached out to every
single person in the Optionis group in a structured workshop to make sure we hear what they think.
Contemporaneously, we have run a series of workshops with the executive and senior management team into which
we have fed the key messages from the business. '

The outputs from all of this work are being collated and finalised and we expect to present back to everyone our
vision for the future of our business, what we all think it should look like and how we want to develop our company
over the coming years. Alongside developing the long term strategy we have made progress in a number of specific
areas.

Fundamentally, | believe that in any professional services business people are the key to success. Therefore, | am
delighted to announce that to drive forward our people proposition we will be appointing a Chief People Officer to
the executive team on 1 April 2020. This reflects my commitment to ensuring we continue investing heavily to hire
the very best people; providing them with a market leading environment to grow with the firm; and, ultimately
retain them in our business and share in our success.

In the year we have also reviewed and amended our sales team’s management structure and our reward offering.
This change reflects that delivering the future success of our business requires a stable, high performing sales team
so that we can provide the best support and advice to our customers, Umbrella employees and agency partners. We
are already starting to see the benefits of these changes improving the team'’s stability with staff attrition having
fallen across the sales and marketing team to 37.4% in 2019 (2018: 49.4%) and expect to see further benefits over
the coming year.

We also continue to focus on driving new technologies to further augment the level of market-leading service and
support we provide to our contractors and business partners across the UK. To this end we have made progress in a
number of areas having developed a new client facing portal and this will be deployed over the coming year; updated
the group’s hardware to ensure every employee has the kit they need to best deliver in their role; and are developing
a new Umbrella system to ensure we provide our contractor employees and our agency partners a simple to use,
transparent, market leading platform.

Group performance

The group has experienced a challenging year against a background of the ongoing political uncertainty arising from
Brexit; the change in the Prime Minister; and, ultimately the election in late 2019 impacting business confidence
while the market uncertainty generated by the IR35 reforms has not helped the contractor market during the year.
Against this backdrop the group has seen gross income increasing 1.7% to £326.8m (2018: £321.3m), net fee income
(defined as “Revenue less costs of employee contractors”) decreasing 3.1% to £46.7m (2018: £48.2m), adjusted
EBITDA (defined as “Earnings before interest, tax, depreciation, amortisation, loss on disposal and exceptional
expenses”) decreasing 13.7% to £18.2m (2018: £21.1m) and adjusted EBITDA margin (calculated as adjusted EBITDA
divided by net fee income) decreased slightly to 39.0% (2018: 43.8%).



OPTIONIS LIMITED - INTRODUCTION
CHIEF EXECUTIVE’S STATEMENT

Outlook

The current economic and political outlook for the UK still retains many uncertainties not least the nature of the
UK’s future relationship with the European Union following Brexit and IR35 legislation changes. However, | believe
that the group’s business model and commitment to delivering exceptional client focused service means we are well
positioned to take advantage of the increased requirement for umbrella services and incrementally grow our client
numbers.

This confidence is built on the continued efforts and adaptability of the people within the group who continue to be
the greatest asset of the business and with whom | believe we will be well placed to excel in the future.

Doug J Crawford
Chief Executive Officer
28 February 2020



OPTIONIS LIMITED - STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019
BUSINESS OVERVIEW

Optionis is the market-leading professional services provider to contractors, specialising in accountancy, tax and
umbrella employment solutions. We have ten offices and over 600 internal employees and over 6,500 operating
contractors, across the UK, with our Headquarters in Warrington.

Each of the brands that make up the Optionis family deliver excellent levels of client service, and we are always
looking for opportunities to enhance this and further improve our clients’ experience.

Our vision and values

Our vision is to make our clients’ lives easier and provide them with the best possible support to allow them to grow
with us. It’s who we are, and it's what we do. We deliver this vision by upholding our values of:

e Trusted - Our clients trust us to deliver quality across a range of rigorous processes and procedures, with
outstanding communication, and we are fair in everything we do.

e Committed - We are committed to the highest standards of performance, demonstrating accountability
and loyalty in everything we do. We have a reputation for excellent problem solving and decision-making,
and we do what we say we will.

e Progressive - We face forward at all times, using creative thinking, industry knowledge and idea sharing to
progress and improve every day

e Fun — We are a people business, and it shows. We know full well the roles that strong relationships,
teamwork, and positivity play in success, and we work hard to make the most of them whilst having fun
along the way.

Not only are we dedicated to encouraging our employees to progress with us through our investment in training and
development, but we ensure excellent service for our clients and provide them the tools they need.
Our business model and brands

Optionis is built on a foundation of delivering fixed fee, limited company accountancy, tax and employment services
to contractors and freelancers through our award-winning brands. The mix of brands delivering our services offers
a full range of services to the contractor and small business market via multiple sales channels and price points.
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OPTIONIS LIMITED — STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
STRATEGIC OBJECTIVES AND KEY PERFORMANCE INDICATORS

1. Growing our business
“QOur aim is to build high-quality revenues that both deliver growth in our profitability and support our ongoing
investment into our business to ensure we continue to deliver a market leading service to our clients.

Key initiatives: Progress in 2019:

e Investing in opportunities that support e Commencement of a strategic review of the
organic and inorganic growth. business to agree a long-term vision

e Investing in our people to ensure they have e Development of a new client facing portal for
the skills required to continue to deliver our accountancy business
excellent service. : e Commenced the development of a new

e Investing in our IT infrastructure to improve Umbrella system to ensure we provide our
our service delivery and efficiency. contractor employees and our agency

e Promoting ongoing cost discipline to partners a simple to use, transparent, market
preserve our market leading margin. leading platform.

Key performance indicators Variance
Net fee income £m 46.7 48.2 (3.1%)
Adjusted EBITDA £m 18.2 211 (13.7%)

| Adjusted EBITDA margin 39.0% 43.8% {10.9%) |

2. Delivering a quality service

Our aim is to provide our clients with a market leading quality of service to ensure we maintain our brand reputation
and competitive position.

Key initiatives: Progress in 2019:

e Identifying best practice from across our e Further improvement in our service levels
brands and looking to ensure we deliver resulting from our investment into our
these to all clients. people and training evidenced by a further

e Focusing on ensuring our teams are fully reduction in our client churn
staffed and training for new joiners is e Rolling out new IT hardware to ensure our
delivered in a timely manner. staff have the equipment they need to

deliver in their role

e lLaunch of our specialist IR35 contract
review team

e (Centralisation of our SME accounting team

Key performance Indicators 2019 2018 Variance
Number of clients Accountancy 23,594 24,886 (5.2%)
Umbrella 6,593 6,782 (2.8%)
Tax 2,485 3,052 (18.6%)
Churn Accountancy 20.4% 23.1% 11.7%
Umbrella 126.4% 127.9% 1.2%
ARPU (£) Accountancy 1,445 1,443 0.1%
Umbrella 1,207 1,226 (1.5%)
Tax 338 333 1.5%




OPTIONIS LIMITED — STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
STRATEGIC OBJECTIVES AND KEY PERFORMANCE INDICATORS

3. Developing our people

Our ability to grow our business and deliver a quality service is dependent on the ability and commitment of our
people. We are committed to rewarding our staff in line with business objectives and providing them with an
interesting, stimulating career in a fun environment.

Key initiatives: Progress in 2019:
e  Attract and retain top quality people with a ¢ Investment into our sales team to improve
strong cultural fit. the team structure and engaging with the
e Enhance and develop our training and team to develop an improved reward
development opportunities. structure
e Develop and improve employee e Initial process commenced to recruit a Chief
engagement. People Officer to drive our people agenda

e Engagement workshops held across the
Group with all employees able to participate

e Further development of our on-site training
and apprenticeship provision

Key performance indicators Variance
Employee numbers Operations 430 437 (1.6%})
Administrative 174 152 14.5%
Contractors 6,536 6,799 (3.9%)
Attrition Operations 35.8% 46.3% 22.7%
Administrative 44.9% 44.6% (0.7%)




OPTIONIS LIMITED - STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
RISK MANAGEMENT

The purpose of risk management is to identify, assess and to mitigate and manage those risks that are inherent in
the group’s business activities, in line with the board’s strategic objectives and risk appetite. Effective risk
management is therefore key to success in delivering our strategic objectives.

Risk management framework

The board has adopted a new risk management framework during the period which sets out how the group manages
its principal risks.

1. Identify risk — The board has overall responsibility for monitoring the group’s systems of internal control, for
identification of risk and for taking appropriate action to prevent, mitigate and manage those risks.

2. Assessing risk - A detailed schedule of risks is presented to the board at each relevant board meeting. The board
considers the risks presented and whether they are within the group’s risk appetite.

3. Mitigating risk — The board seeks to ensure that the Group’s activities do not expose it to significant risk. Where
a risk falls outside the group’s risk appetite the group looks to undertake actions to reduce and mitigate risks.

4, Updating the risk register — The risk register is reviewed at each Audit Committee meeting. The board meets at
least 10 times per year and formally discusses, documents and updates the principal risks of the group at least
once per year.

S. Reviewing and evaluating risks — The board and the senior management team are responsible for reviewing
and evaluating risk on an on-going basis. The senior management team will include updates to the risk register
as a standing agenda item at its monthly meeting and formally review the risk register to re-evaluate and
document new and existing risks twice a year.

We have used ratings of very high, high, medium and low in our risk assessment. We have classified as very high risk
items which have the potential to impact the delivery of strategic objectives and very significantly affect shareholder
value, reputation or customer service delivery, with high, medium and low rated items having proportionately less
impact on the group. Likelihood is similarly based on a qualitative assessment.

Principal risks

FINANCIAL RISKS
Likelihood

Risk Definition
Liquidity The risk that the VH M )
group will be unable

Impact Mitigating controls and actions
Regular reforecasts are undertaken during the year.

and projected covenant headroom is monitored by

to secure finance on the board.

acceptable terms or e Three-year forecasts are produced and reviewed by
be able to meet its the board.

existing banking e The group monitors interest rate forecasts and
covenants may result exposures on a monthly basis.

in significant ' ’

_ restrictions on the
ability of the group to
continue trading or
its ability to fund
future  acquisitions
that are part of the
group’s strategic
plans.

Interest Rate

The risk that interest

" rate fluctuations will

result in a reduction
in  the  groups’

‘cashflow and

profitability.

e The group monitors interest rate forecasts and

exposures on a monthly basis.
The group undertakes hedging to mitigate interest

. rate risk if and when it is required.




OPTIONIS LIMITED - STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)

RISK MANAGEMENT
STRATEGIC RISKS

Risk Definition Impact _Mitigating controls and actions
‘Competition  The risk of a loss of: M Regular engagement with existing-and potential
e market share arising agencies to ensure we have a diversified client base.
from a failure to Regular engagement with our clients to obtain
deliver a quality feedback on our service. ‘
service, maintain or Regular monitoring and reporting of client
develop existing or ‘satisfaction and reasons for client leavers.
new relationships. investment in staff training, development and
retention to ensure we continue to deliver a high
quality service.
Economicand The risk that a M - Regular engagement with -existing and potential
market - deterioration in agencies to ensure we have a diversified client base.
conditions - economic or market Review of packages to- identify opportunities to
C conditions results in broaden our service offering to meet our clients
increased evolving needs. _
competition or a Investment in training to ensure we continue to
reduction in demand deliver a high quality, efficient service.
for our client’s
services and,
indirectly, our
services.
Reguiatory The risk that changes M Regulatory and legal changes are monitored on a
and legal to the regulatory and legislation tracker to ensure changes are adequately
changes legal environment planned for in advance. )

‘ the group operates Policies and procedures are updated where
in, increases in the necessary to ensure compliance. '
group’s compliance Training delivered to all staff on changes to any
costs or reduction in service delivery compliance requirements.
the continued -
viability of the
group’s service

architecture
and cyber
security

The risk that an IT.
infrastructure failure

or cyber-security
breach materially

IT infrastructure update program currently being
delivered.

System access controls in place.

Physical security in all locations.

Data security

impacts the
operational

capability of the
group. :
The potential
financial, client,
operational, and
reputational risks

.arising from a data

protection breach or
failure to remain
comptiant with
GDPR.

" Documented policies, procedures and systems in

place.

Training delivered to all staff on data security and
the requirements under GDPR

System access controls in place.

-Regular monitoring of any breaches recorded.




OPTIONIS LIMITED — STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)

RISK MANAGEMENT
OPERATIONAL RISKS (continued)

Risk
-Compliance

Definition
The risk that the

group’s  compliance

procedures are not
adhered to results in a
failure to meet our
contractual

arrangements or
increased levels of
employee errors that
lead to losses arising
from additional claims
from clients.

Impact
M

Likelihood
M

Mitigating controls and actions

Documented policies and procedures in place.

" Review and monitoring controls in place to ensure

requirements are adhered to. -
Training delivered to all staff on service delivery
compliance requirements.

- Suitability and effectiveness of policies, procedures

and controls is reviewed regularly.

People

The risk that a failure to
recruit and retain key
staff and managers on
competitive  salaries
impacts the group’s
operational

effectiveness, service
delivery to clients and
profitability.

Competitive remuneration and benefits package.
Remuneration -~ committee  responsible  for
approving all senior management salary increases.
Annual engagement surveys to provide input to the
development of HR policies.

Exit interviews conducted for all leavers to ascertain
reasons for leaving. »

The provision of regular training and development.




OPTIONIS LIMITED - STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
FINANCIAL OVERVIEW

Overview

Group operating results

fm : 2019 2018 Variance
Net fee income 46.7 48.2 (1.5)
Adjusted EDITDA 182 21.1 (2.9)
Profit/(Loss) before tax 0.0 (1.3) 1.3
Tax (1.0) (0.7) (0.3)
Loss after tax (1.0) . (2.0) 1.0

Net fee income for the year decreased by 3.1% to £46.7m (2018: £48.2m) while operating expenses (including both
non-exceptional and exceptional) have decreased 0.3% to £32.0m (2018: £32.1m) and when excluding depreciation,
amortisation, loss on disposal and exceptional expenses increased 5.2% to £28.5m (2018: £27.1m).

The decrease in net fee income is primarily driven by lower client numbers due to the challenging market conditions.
Whilst churn across the group has largely decreased there has been a reduction in joiners resulting in a lower overali
client base. Increased operational costs (excluding exceptional) are a result of higher costs to attract new clients in
a challenging environment.

Adjusted EBITDA, which excludes depreciation, amortisation, loss on disposal and exceptional expenditure,
decreased by 13.7% to £18.2m (2018: £21.1m) while adjusted EBITDA margin, calculated as adjusted EBITDA divided
by net fee income, decreased to 39.0% (2018: 43.8%).

Tax

The overall effective tax rate for the year was 100% (2018: 53.8%). This is calculated as the tax charge in the financial
statements of £1.0m (2018: £0.7m), divided by PBT of £0.0m (2018: £1.3m). A full tax reconciliation is set out in note
10.

Financial position
Intangible assets

Intangible assets arise primarily in relation to business combinations, computer software, brands and the acquisition
of customer lists. At 31 October 2019, the total carrying value of intangible assets was £138.2m (2018: £140.5m).

Customer list intangible assets are amortised over their minimum estimated useful life of two to seven years. The
total amortisation charge for customer lists was £2.3m (2018: £2.4m).

Brand intangible assets are amortised over their minimum estimated useful life of ten years. The total amortisation
charge for brand intangible assets, including the impact of any lost relationships, was £0.2m (2018: £0.3m).

Intangible assets related to the acquisition of software licences and costs associated with the production of software
products controlled by the group are amortised over a definite useful life of three years. The total amortisation
charge for the year was £0.3m (2018: £0.3m).

Goodwill that has arisen on business combinations is not amortised but is subject to a test for impairment on an
annual basis. No goodwill was found to be impaired in the year under review or the preceding year.

10



OPTIONIS LIMITED - STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
FINANCIAL OVERVIEW

Borrowings

The group is financed through a combination of secured bank borrowings of £120.0m (2018: £120.0m) and loan
notes of £49.4m (2018: £49.4m) held at amortised cost using the effective interest method. At 31 October 2019, the
total carrying value of borrowings was £169.4m (2018: £169.1m), see note 18.

The bank borrowings are secured via a fixed and floating charge over the assets of the group and are repayable in
full in December 2023. The interest rate on the loan is LIBOR, at a minimum of 0.75%, + 7% and settied quarterly.

The loan notes relate to £34.4m (2018: £34.4m) due to shareholders and £15.0m (2018: £15.0m) due to vendors. All
loan notes are repayable in full in September 2022. The interest rate on the loan notes is fixed at 10% and was settled
quarterly until the refinancing post year end. Interest is still being accrued on the loan notes. Interest on £0.3m
(2018: £6.6m) of the Loan Notes due to management would cease to become payable if those managers resigned
their employment from the group.

Cash flow and capital expenditure

fm 2019 2018 Variance

Net cash generated from operating 18.2 21.1 (2.9)
activities pre-working capital

movements and tax

Movement in working capital 0.1 (1.1) 1
Tax paid (0.9) (0.8) - {0.1)
Net cash generated from operating 174 19.2 (1.8)
activities

Net cash used in investing activities (0.9) (4.4) 35
Net cash used in financing activities (15.2) (14.8) (0.4)
Net movement in cash and cash 13 (0.0) 1.3
equivalents

Cash and cash equivalents brought ’ 17.7 oo 177 -
forward

Cash and cash equivalents carried 19.0 17.7 13
forward

The decrease in the net cash generated from operating activities pre-working capital movements has been driven
by the decrease in adjusted EBITDA in the year.

Net cash used in investing activities of £0.9m predominantly relates to capital expenditure. The net cash used in the
prior year (£4.4m) relates to the acquisition of the First Freelance Group (£2.4m), deal costs incurred (£1.5m) and
capital expenditure (£0.5m).

Net cash used in financing activities of £15.2m (2018: £14.8m) is largely in relation to interest paid on the group’s
borrowings.

11



OPTIONIS LIMITED — STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
FINANCIAL OVERVIEW

Going concern

In assessing the Going Concern of the Group the directors have considered both the current trading performance of
the Group and the latest approved forecasts for a period of at least a year from the date of approval of these financial
statements. In performing this review, they have considered specific assumptions and risks to achieving forecast
outcomes and have considered absolute liquidity as well as the ability to operate within the Group's current financing
facilities which are subject to formal covenant tests. Post year end, on 29" November 2019, there was a resetting of
the covenants on the Group’s borrowings.

The Group's ability to operate within our covenant limits depends on its ability to deliver forecast results and the
overall management of cash. Based on the history of delivering forecasts and delivering working capital
improvements, the directors have applied reasonable downside sensitivities and also considered mitigating factors
that would be available to manage any increased level of risk against the tightest measurement periods. Based on
these circumstances and our latest review, the directors do not consider there is any outcome that could be
reasonably foreseen that would cast doubt on the company’s ability to continue as a going concern.

Post year end, on 29 November 2019, there was a resetting of the covenants on the Group’s borrowings. As part of
this the covenants were waived at the year end and have since been amended. As part of this a £575,000 fee was
incurred.

Itis noted that there is new government legislation arising in April 2020 in relation to IR35. This is deemed to impact
the business as it will affect the overall contracting industry with changes to how off-payroll workers are recognised
and taxed. It is not deemed to have a material impact on going concern because the Group operates under several
different brands and therefore any contractors that move because of IR35 are likely to use one of the other brands.

Effect of changes in accounting standards

IFRS 9 and IFRS 15 became effective for the year ended 31 October 2019, however they have had no significant
impact on the current year performance or results.

IFRS 16 will become effective for the year ended 31 October 2020, the impact of this standard is expected to be a
decrease in Profit before tax of £0.2m and an increase in adjusted EBITDA of £0.9m. Further details can be found in
note 2 to the consolidated financial statements.

12



OPTIONIS LIMITED - STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
PEOPLE

At Optionis, we are dedicated to attracting and nurturing the best talent, from those first steps right through to long-
term career goals. We take great pride in the continued development and training opportunities we offer, and we
firmly believe that our greatest strength is in our people. We offer training from the ground up — whether you're
fresh out of school or you’re a senior manager, we've got something to teach you.

To deliver this we have an annual training budget of £1.5m, a dedicated Learning and Development team, an on-site
training provider and an in-house training facility. As well as our ACCA platinum trainee development and AAT
accountancy qualifications, we also offer over 17 other courses, such as an Institute of Leadership Management
(ILM) course, to help our employees progress into managerial roles. Other courses include Project Management and
Digital Marketing — you can even sign up for Spanish lessons.

Graduates and apprentices

Optionis believes in providing opportunities to people at all points in the education spectrum and that graduates
and apprentices are our future leaders, and we are proud to invest in and nurture talent.

In the year, we enrolled 24 employees onto our ACCA training program and currently have 53 employees in total on
the programme. We also offer 3 apprenticeship pathways; AAT Accounting; Business Administration; and Customer
Services. Each of these pathways provides the apprentice support towards a professional qualification, while
allowing our people to develop technical and soft skills through practical on the job experience. This year 305
employees, both new recruits and existing employees, have undertaken apprenticeship training.

Diversity and inclusion

Diversity and inclusion are an important focus area for Optionis. As an equal opportunities employer, we ensure that
all job applicants and employees are treated fairly and on merit regardless of race, sex, marital/civil partnership
status, age, disability, religious belief, pregnancy, maternity, gender reassignment or sexual orientation. We believe
that having a diverse and inclusive workforce leads to more innovation and opportunities, access to a wider talent
pool and, ultimately, enables us to deliver excellent client service and stronger business performance.

We published our 2018 Gender Pay report as required under the Equality Act 2010 (Gender Pay Gap Information)
Regulations 2017 which is available on our website (www.optionis.co.uk). Our report highlights that we employ very
slightly more men (52.3%) than women (47.7%) and there is a small difference of 5% between the mean (average)
pay for men and women.

However, it is important to note that this figure is not based on individual roles; a man and woman performing the
same role at Optionis are paid equally. All new starters are recruited under the same salary structure for their role
and their earnings ability depends on their performance and career progression. All employees are afforded the
same opportunities, and internal roles are offered as a result of fair and consistent recruitment processes. The
median (middle value) of women’s pay is 11% higher than that of men.

This can be explained by the fact that men’s earnings across the business are very varied, for example men make up
64% of our highest earning bracket (upper quartile) and 71% of our lowest earning bracket (lower quartile). However,
the vast majority of women fall into our middle earning brackets, making up 66% of our upper middle quartile and
60% of our lower middle quartile. Bonuses are awarded according to job roles and performance targets being met.
Targets are set fairly across the group to ensure equal earnings opportunity. Virtually the same proportion of men
(19%) and women (20%) earnt a bonus in this period. The mean (average) bonus earnings of men was 33% higher
than that of women.

Human rights and modern slavery

We recognise that modern slavery is a crime and a violation of fundamental human rights. We have a zero-
tolerance approach to modern slavery, and we are absolutely committed to acting ethically and with integrity in all
our business dealings and relationships and to implementing and enforcing effective systems and controls to
ensure modern slavery is not taking place anywhere in our own business or in any of our supply chains. In
accordance with the Modern Slavery Act 2015, the group has published our modern slavery and human trafficking
statement on our website: www.optionis.co.uk.

13



OPTIONIS LIMITED — STRATEGIC REPORT FOR THE YEAR ENDED 31 OCTOBER 2019 (continued)
CORPORATE AND SOCIAL RESPONSIBILITY

Optionis has a strong sense of corporate and social responsibility and aims to give back to the communities in which
we work and to our people. To achieve this, we look for ways where we can make a positive influence in the
communities where we work and to provide a professional, supportive and fun workplace for our teams, enabling
us to deliver the best possible service to our clients. '

Community

At Optionis, we like to give something back to the community. That’s why, each year, we fundraise as a Group for
our chosen corporate charity. This year we have supported Samaritans.

Throughout the year, we have held variety of fun and engaging activities across our group, with our main fundraising
event being the challenging National Three Peaks, which saw 13 employees make the 24-hour trek in August 2019.
We've also held a host of other regular activities to raise money and also awareness of Samaritans. These include
Brew Monday, our Great Optionis Bake Off and Christmas Jumper Day, to name a few. We are delighted to say that,
currently, we have raised over £5,000.

Tax strategy

Our tax strategy, which can be found on our website, is focused on ensuring that taxes (and tax risks) are managed
to provide outcomes consistent with commercial substance and are within the parameters of the group’s strategic
objectives. While we are mindful to ensure that the group’s tax affairs are carried out in the most tax efficient
manner, we do not enter into artificial arrangements in order to avoid taxation nor do we utilise companies
incorporated in “tax havens” as a means of reducing the group’s tax liabilities. We have an open, collaborative and
professional working relationship with HMRC.

The strategic report for the year ended 31 October 2019 was approved by the board on 28 February 2020 and signed
on its behalf by:

Vs

Doug J Crawford William J Catterick

Chief Executive Officer Chief Financial Officer

14



OPTIONIS LIMITED - DIRECTORS’ REPORT FOR THE YEAR ENDED 31 OCTOBER 2019

The directors present their annual report on the affairs of the group, together with the audited financial statements
for the year ended 31 October 2019.

Registered company number

The company’s registered number is 09199221,

Directors

The directors who served during the year and up to the date of signing the financial statements were:

I Ahmed (Appointed 14 January 2020)

W J Catterick (Appointed 19 February 2020)
D Crawford (Appointed 8 July 2019)

K J Budge (Resigned 3 January 2020)

D A Kelly {Resigned 5 July 2019)

JS Newman

Business review and future developménts
Refer to our Strategic Report for further details of the group’s business review and future developments.
Financial risk management

The group has an active and robust corporate governance programme designed to manage strategic and tactical
risks which could impact the business. Refer to page 7 of the Strategic Report for details of the group’s risk
management framework.

Dividends and resuits

The directors do not recommend the payment of a dividend (2018: £nil). Loss after taxation was £1.0m (2018: £2.0m)
for the year.

Post balance sheet events

Post year end there was a refinancing of the Group’s borrowings on the 29 November 2019. As part of this the
covenants were waived at the year end and have since been amended. As part of this a £575,000 fee was incurred.

Political donations
No political donations were made during the year (2018: £nil).
Directors liabilities

The company has granted an indemnity to one or more of its directors against liability in respect of proceedings
brought by third parties subject to conditions set up in Section 234 of the Companies Act 2006. Such qualifying third-
party indemnity provision remains in force as at the date of approving the Directors’ report.

Going concern

The directors’ assessment of going concern is set out on page 12 of the strategic report. The strategic report also
details the group’s business activities, together with the factors likely to affect its future development and
performance. Overall, the group has adequate financial resources and a large, diversified client base. As a
consequence, the directors believe that the group is well placed to manage its business risks successfully.
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OPTIONIS LIMITED - DIRECTORS’ REPORT FOR THE YEAR ENDED 31 OCTOBER 2019
(continued)

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the group financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union and company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the state of affairs of the group and company and of the profit or loss of the group and company for that period.
In preparing the financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

e state whether applicable IFRSs as adopted by the European Union have been followed for the group financial
statements and United Kingdom Accounting Standards, comprising FRS 102, have been followed for the
company financial statements, subject to any material departures disclosed and explained in the financial
statements;

¢ make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the group
and company will continue in business.

The directors are also responsible for safeguarding the assets of the group and company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
group and company's transactions and disclose with reasonable accuracy at any time the financial position of the
group and company and enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors' confirmations
In the case of each director in office at the date the Directors’ Report is approved:

¢ so far as the directors are aware, there is no relevant audit information of which the group and company’s
auditors are unaware; and '

e they have taken all the steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the group and company’s auditors are aware of that
information.

Independent auditor
BDO LLP were appointed as auditor in the year and have indicated their willingness to continue in office. A resolution
that they be reappointed will be proposed at the annual general meeting.

This report was approved by the board on 28 February 2020 and signed on its behalf.

William J Catterick

Chief Financial Officer
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OPTIONIS LIMITED — INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF OPTIONIS
LIMITED

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Optionis Limited (“the Parent Company”) and its subsidiaries (“the
Group”) for the year ended 31 October 2019 which comprise the Consolidated Income Statement, Consolidated
Balance Sheet, Company Balance Sheet, Consolidated and Company Statement of Changes in Equity and
Consolidated Statement of Cashflows, and the notes to the financial statements, including a summary of significant
accounting policies. The financial reporting framework that has been applied in the preparation of the Group
financial statements is applicable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union. The financial reporting framework that has been applied in the preparation of the Parent Company
financial statements is applicable law and United Kingdom Accounting Standards, including Financial Reporting
Standard 102 The Financial Reporting Standard applicable in the UK and Repubiic of Ireland (United Kingdom
Generally Accepted Accounting Practice).

In our opinion:

e 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 October 2019 and of the Group's loss for the year then ended;

¢ the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union;

e the Parent Company financial statements have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice; and

e the financial statements have been prepared in accordance with the requirements of the Companies Act
2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
financial statements section of our report. We are independent of the Group and the Parent Company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC's
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report
to you where:

e the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or

e the Directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the Group or Parent Company’s ability to continue to adopt the going concern

e basis of accounting for a period of at least twelve months from the date when the financial statements
are authorised for issue
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OPTIONIS LIMITED — INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF OPTIONIS
LIMITED (continued)

Other information

The Directors are responsible for the other information. The other information comprises the information included
in the Annual Report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in this regard.

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

e the information given in the Strategic report and Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the Strategic report and Directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Group and the Parent Company and its environment obtained
in the course of the audit, we have not identified material misstatements in the Strategic report and Directors’
report.

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

e adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us; or

e the Parent Company financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of Directors’ remuneration specified by law are not made; or

¢ we have not received all the information and explanations we require for our audit.

Responsibilities of Directors

As explained more fully in the Statement of Directors Responsibilities,” the Directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the Directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Group’s and the Parent
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Directors either intend to liquidate the Group or the Parent
Company or to cease operations, or have no realistic alternative but to do so.
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OPTIONIS LIMITED — INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF OPTIONIS
LIMITED {continued)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
1SAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered materia! If, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financiat statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at:

https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.
Use of our report

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

Ro o L7
Gary Harding {Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor

Manchester, UK
28 February 2020

8DO LLP is a limited liability partnership registered in England and Wales (with registered number 0C305127).
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OPTIONIS LIMITED ~ CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 OCTOBER 2019

Note 2019 2018
£000 £000
Revenue 5 326,749 321,323
Cost of employee contractors 7 (280,042) (273,138)
Revenue less costs of employee contractors 46,707 48,185
Operational employee costs 7 (17,882) (17,289)
Depreciation, amortisation and loss on disposal of 6 (3,328) (3,600)
property, plant and equipment
Other operating costs - exceptional 6 (156) (1,385)
Other operating costs - non-exceptional 6 (10,621) (9,778)
Operating profit 14,720 16,133
Finance costs 8 (14,816) (17,456)
Finance income 9 88 52
Net finance cost (14,728) (17,404)
(Loss) before taxation (8) (1,271)
Income tax expense 10 (967) (741)
Loss for the financial year (975) (2,012)

The Group's activities are all derived from continuing operations.

The Group has no other comprehensive income/expense. Total comprehensive expense for the year is equal to the

loss for the financial year.

The accompanying notes on pages 25 to 59 form part of the financial statements.
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OPTIONIS LIMITED — CONSOLIDATED BALANCE SHEET

AS AT 31 OCTOBER 2019

Note 2019 2018
£'000 £'000
Assets
Non-current assets
Intangible assets 11 138,226 140,530
Property, plant and equipment 12 1,105 1,335
Deferred tax assets 19 131 282
139,462 142,147
Current assets
Trade and other receivables 14 19,404 19,368
Cash and cash equivalents 15 19,023 17,728
38,427 37,096
Total Assets 177,889 179,243
Liabilities
Current liabilities
Trade and other payables 16 43,991 44,407
Current tax liabilities 16 : 763 803
Provisions for other liabilities and charges 17 1,012 762
45,766 45,972
Total assets less current liabilities 132,123 133,271
Non-current liabilities
Trade and other payables 16 298 316
Provisions for other liabilities and charges 17 632 668
Borrowings 18 169,392 169,074
Deferred tax liabilities 19 1,596 2,033
171,918 172,091
Total Liabilities 217,684 218,063
Equity
Share capital 21 72 72
Share premium 4 4
Capital redemption reserve 51 51
Accumulated losses (39,922) (38,947)
Total shareholders' deficit (39,795) (38,820)
Total capital employed 177,889 179,243

The financial statements were approved by the board of directors on 28 February 2020.
Signed on.behalf of the board of directors

William J Catterick
Director

Company registration number: 09199221
The accompanying notes on pages 25 to 59 form part of the financial statements.
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OPTIONIS LIMITED - COMPANY BALANCE SHEET
AS AT 31 OCTOBER 2019

Note 2019 2018
' £000 £'000
Fixed assets
Investments 13 - 700 700
700 700
Current assets
Trade and other receivables 14 127 127
Net assets 827 827
Equity
Share capital 21 72 72
Share premium 4 4
Capital redemption reserve 51 51
Capital contribution reserve 700 700
Profit and loss account - -

Total equity 827 827

The group company, Optionis Limited, made neither a profit nor a loss during the year (2018: same).
The financial statements were approved by the board of directors on 28 February 2020.

William J Catterick

Director

Company registration no: 09199221

The accompanying notes on pages 25 to 59 form part of the financial statements.

22



OPTIONIS LIMITED — CONSOLIDATED AND COMPANY STATEMENT OF CHANGES IN EQUITY

AS AT 31 OCTOBER 2019

Consolidated statement of changes in equity

Share Share Capital Accumulated Total equity

capital premium redemption losses attributable

reserve to owners

£000 £'000 £000 £000 £'000

Balance at 1 November 2017 81 4 42 (36,935) {(36,808)

Loss and total comprehens]ve ) ) ) (2,012) (2,012)
expense

Repurchase of share capital (9) - 9 - -

Balance at 31 October 2018 72 4 51 (38,947) (38,820)

Loss and total comprehensive ) . - (975) (975)
expense

Balance at 31 October 2019 72 4 51 (39,922) (39,795)

Company statement of changes in equity

Share Share Capital Capital Total equity

capital premium redemption contribution attributable

reserve reserve to owners

£'000 £'000 £000 £'000 £'000

Balance at 1 November 2017 81 4 42 700 827

Repurchase of share capital (9) - 9 - -

Balance at 31 October 2018 72 4 51 700 827

Balance at 31 October 2019 72 4 51 700 827

Amounts recognised in the ‘Capital redemption reserve’ relate to amounts in respect of the redemption of certain
of the Company’s ordinary shares and a repurchase of share capital in the prior year.

Amounts recognised in the ‘Capital contribution reserve’ relate to capital contributions to subsidiaries.

The accompanying notes on pages 25 to 59 form part of the financial statements.
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OPTIONIS LIMITED — CONSOLIDATED STATEMENT OF CASHFLOWS
AS AT 31 OCTOBER 2019

2019 2018

£000 £000
Cash flows from operating activities
Loss for the year A (975) (2,012)
Adjustments for:
Depreciation of property, plant and

. 6 476 681
equipment
Amortisation of intangible assets 6 2,801 2,833
Finance income 9 (88) (52)
Finance costs 8 14,816 17,456
Loss. on disposal of property, plant and 6 51 86
equipment
Other operating costs - exceptional 6 156 1,385
Taxation 10 967 741
(Increase) in debtors (34) (616)
Increase/(Decrease) in creditors 86 (561)
Cash generated from operations 18,256 19,941
Tax paid (856) (787)
Net cash generated from operating activities 17,400 19,154
Cash flows from investing activities
Purchase of property, plant and equipment 12 (297) (451)
Purchase of intangible assets 11 (498) (85)
Management restructure 6 (156) (1,484)
Ach.ISItIOH of subsidiaries net of cash 22 - (2384)
acquired
Interest received 9 88 52
Net cash outflow from investing activities (863) (4,352)
Cash flows from financing activities
Finance cost transactions ' - (15)
Repayment of borrowings - (180)
Interest paid (15,242} (14,608)
Net cash outflow from financing activities (15,242) (14,803)
Net.mcrease / (decrease) in cash and cash 1,295 (1)
equivalents
Cash and cash equivalents at beginning of the 17,728 17,729
year
Cash and cash equivalents at end of year 19,023 17,728
Comprised of: .
Cash at bank and in hand , 19,023 17,728
Cash and cash equivalents at end of year 19,023 17,728

The accompanying notes on pages 25 to 59 form part of the financial statements.
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS

1. General Information
Group

The ‘Group’, headed by Optionis Limited (formerly Optionis Holdco Limited), is a provider of contractors
to customers and is a specialist provider of fixed fee, limited company accountancy and tax services
primarily to contractors and freelancers. ‘The Group’ operates in the UK under the trading brands of
Parasol, SJID Accountancy, Nixon Williams, Clearsky Contractor Accounting, Brian Alfred Associates,
Arnsco, First Freelance and First Umbrella. The objective of the ‘Group’ is to continue its growth by being
the pre-eminent national provider of contractors to customers and of accountancy and tax services to
contractors.

Details of business combinations are given in note 22. A list of subsidiaries and their countries of
incorporation is presented in note 13.

Company

Optionis Limited (the 'Company’) (formerly Optionis Holdco Limited) is a Company incorporated and
domiciled in England, and the address of the registered office is KD Tower Cotterells, Hemel Hempstead,
Hertfordshire, HP1 1FW. The Company and its subsidiaries together form the ‘Group’.

The principal activity of the company during the year was to act as a holding company for the ‘Group’. The
‘Group’ is a provider of accountancy, tax and payroll services primarily to contractors and freelancers.

The Company does not have a parent undertaking and, in the opinion of the directors, there is no ultimate
controlling party of the group or company.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) and IFRS Interpretations Committee (IFRS IC) interpretations as adopted by
the European Union and with the Companies Act 2006 applicable to companies reporting under IFRS. The
consolidated financial statements have been prepared under the historical cost convention except for
certain financial instruments which are measured at fair value as set out below.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the group's accounting policies. The areas involving a higher degree of judgement or complexity, or areas
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies (continued)

where assumptions and estimates are significant to the consolidated financial statements are disclosed in
note 3.

The parent company has taken advantage of section 408 of the Companies Act 2006 and has not included
its own Profit and Loss Account in these financial statements. The parent company's result for the
financial year was £nil (2018: £Nil).

Basis of consolidation and acquisition accounting

The consolidated financial statements incorporate the financial statements of Optionis Limited (the
“Company”) and its subsidiary undertakings. Subsidiaries are entities over which the Group has control.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation
Subsidiaries are consolidated from the date on which the Group obtains control and cease to be
consolidated from the date on which the Group no longer retains control. Details of all the subsidiaries of
the Group are given in note 13.

The acquisition method of accounting is used to account for business combinations by the Group. The
cost of an acquisition is measured as the fair value of the assets given, equity instruments issued, and
liabilities incurred or assumed at the date of exchange. Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair value at
acquisition date. The excess of the consideration transferred over the fair value of the identifiable net
assets acquired is recognised as goodwill. If the consideration transferred is less than the fair value of the
net assets acquired, negative goodwill arises and is recognised directly in the income statement.

An estimation of the fair value is made for contingenty consideration in accordance with IFRS 3 at the time
of a business combination. Where there is a contractual obligation to settle the liability in cash based on
events outside the Company's control this is accounted for as a financial liability and subsequent changes
to the fair value of contingent consideration recognised as a financial liability are recognised in the income
statement. Otherwise contingent consideration is accounted for as a credit to equity within other reserves
and is not subsequently adjusted.

Going concern

The Group and company regularly review market and financial forecasts and has reviewed its trading
prospects in its key markets. As a result, it believes its trading performance will demonstrate improvement
in the coming years, and that liquidity will remain strong. Therefore, the directors have a reasonable
expectation that the Group and company have adequate resources to continue in operational existence
for the foreseeable future.

The Board has reviewed the latest forecasts of the Group and considered the obligations of the Group's
financing arrangements, the Group continues to operate well within its existing facilities and there are no
concerns at this time in relation to the Group's ability to meet its quarterly covenants. Given the continued
strong liquidity of the Group, the Board has concluded that a going concern basis of preparation of its
consolidated financial statements is appropriate. Post year end, on 29 November 2019, there was a
resetting of the covenants on the Group’s borrowings. As part of this the covenants were waived at the
year end and have since been amended. As part of this a £575,000 fee was incurred.

It is noted that there is new government legislation arising in April 2020 in relation to IR35. This is deemed
to impact the business as it will affect the overall contracting industry with changes to how off-payroll
workers are recognised and taxed. It is not deemed to have a material impact on going concern because
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies {(continued)
Going concern (continued)

the Group operates under several different brands and therefore any contractors that move because of
IR35 are likely to use one of the other brands.

New standards, amendments and interpretations for the Optionis Limited group

A number of new standards and amendments to standards and interpretations are effective for annual
periods beginning after 1 November 2018 and have been applied in preparing these consolidated financial
statements. None of these have had a significant effect on the consolidated financial statements of the
Group.

IFRS 15, ‘Revenue from contracts with customers’ introduces a new model for revenue recognition and
establishes principles for reporting useful information to users of financial statements about the nature,
amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts with
customers. The standard replaced IAS 18 ‘Revenue’ and related interpretations. The standard was
effective for annual periods beginning on or after 1 January 2018. The Group has assessed the impact of
IFRS 15 and does not deem it to have a material impact on the reported performance or position of the
Group across the below three streams:

Accountancy

The accountancy services segment of the Group provides a fully comprehensive accountancy service to
small businesses and contractors. These services earn revenue based on a monthly fixed fee cost which is
billed on a monthly basis. Year-end accounts preparation naturally requires more time, however the
business model of the Group is to provide a fixed-fee service. In addition to this, resources provided to
service the customer contracts are required at equal levels throughout the year.

As accountancy services are intertwined with one another, it is deemed that these are not separately
identifiable and therefore there is one performance obligation, which is to perform the entire service for
each client.

The treatment of the fee income for accountancy services under IFRS 15 being recognised monthly at a
point in time is consistent with the recognition under IAS 18. The adoption of the standard is therefore
not expected to have any impact on the group’s reported results.

Umbrella

Optionis provides a range of umbrella services to contractors. The contractor will complete an assignment
for an agency, who will then pay Optionis the agreed contract rate (after deducting their fee). Optionis
recognises the gross revenue upon completion of the assignment and the cost of the contractor based on
when a timecard is submitted. Once the contractor submits their timesheet, Optionis will transfer the
remuneration due to the contractor after deducting the fee (margin).

It is deemed that there are two performance obligations, which are broken down into two elements —the
work completed for the assignment; and the submission of the timesheet for the contractor.

There is an exception, which is an element of agency self-billing revenue. This is where the agency sets
out what is to be charged and pays this based on a self-billed invoice in advance of a timecard being
received. Similar to other Umbrella revenue, this amount is accrued and is released when a validated
timecard is received.
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting pol'icies (continued)
New standards, amendments and interpretations for the Optionis Limited group (continued)
Umbrella (continued)

The treatment of the fee income for Umbrella services under IFRS 15 is consistent with the recognition
under IAS 18. The adoption of the standard has therefore not had any impact on the group’s reported
results.

Tax

Optionis provides a CIS tax return service to contractors, whereby a rebate is obtained from HMRC based
on an assessment completed by the group.

The performance obligation related to this service is the transfer of the rebate to the customer. Due to
the fact that the rebate is sent to the customer ahead of receiving the funds from HMRC based upon an
initial assessment of what is likely to be received, the obligation is not the completion of the tax return as
the money is sent before this is completed (although submission of the return and payment to the supplier
largely occur simultaneously). Therefore, when the rebate is sent to the customer the performance
obligation is satisfied.

Each piece of work is separately identifiable by contractor as each CIS return is unique.

The treatment of the fee income for tax services under IFRS 15 is consistent with the recognition under
1AS 18. The adoption of the standard has therefore not had any impact on the groups reported results.

IFRS 9, ‘Financial instruments’, addresses the classification, measurement and recognition of financial
assets and financial liabilities. It replaced the guidance in IAS 39 and has had an immaterial effect on the
Group. IFRS 9 retains but simplifies the mixed measurement model and establishes three primary
measurement categories for financial assets: amortised cost, fair value through other comprehensive
income (OCI) and fair value through profit and loss (P&L). The basis of classification depends on the
entity’s business model and the contractual cash flow characteristics of the financial asset. It is noted that
there have been changes for the Group in manner that impairment losses are recognised. Under IFRS 9,
the Group has applied the expected credit loss model when calculating impairment losses on its financial
assets measured at amortised costs (such as trade and other receivables (both current and non-current)).
This has resulted in immaterially different provisions, but greater judgement, due to the need to factorin
forward looking information when estimating the appropriate provisions. In applying IFRS 9, the Group
considered the probability of a default occurring over the contractual life of its trade receivables on initial
recognition of those assets.

The Group does not deem there to be a material impact on the reported performance or position of the
Group. The determined expected credit loss is similar to the previous incurred loss model. This is because
the vast majority of customers pay by direct debit and therefore the Group has determined there to be
an immediate increase is risk of credit loss once an account balance is two months overdue. Therefore,
the balance is to be fully provided for (with exceptions relating to assessed balances determined to be
recoverable) once the aged debt has reached 60+ days to reflect the lifetime credit loss.

Historically, within the Group the write off rate has also been low and therefore there is minimal impact
from this standard adoption.
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies (continued)

New standards, amendments and interpretations for the Optionis Limited group (continued)

Macro-economic factors which could impact upon the rate include the new IR35 legislation. However, this
is deemed to be immaterial due to other areas of the business offsetting the impact from this as the
business covers both contractors and small businesses.

New standards and interpretations not yet adopted

IFRS 16, 'Leases', was issued in January 2016. The Group will apply the standard from its mandatory
adoption date of 1 November 2019. The Group intends to apply the modified retrospective approach and
will not restate comparative amounts for the year prior to first adoption. The standard will result in almost
all operating leases being recognised on the balance sheet as the distinction between operating and
finance leases is removed. Under the new standard, an asset (the right to use the leased item) and a
financial liability for lease payments will be recognised. The only exceptions are leases with a term of 12
months or less, or leases for which the underlying asset value is low. The accounting for lessors will not
significantly change.

The Group currently lease a number of properties under operating lease contracts which will be impacted
by the new standard. These types of leases can no longer be recognised as operating leases and will need
to be brought onto the Group’s balance sheet from the date of adoption of the new standard. The Group
has elected to apply the following practical expedients:

¢ In determining whether existing contracts meet the definition of a lease, contracts previously
identified as leases will be treated as applicable to the standard and those contracts not previously
identified as leases will be excluded; and

e Leases for which the asset is of low value, for example IT equipment and licenses, will not be
treated as they are not within the scope of the standard.

As at the reporting date, the Group has non-cancellable operating lease commitments of £4.7 million, see
note 23. None of this relates to short-term or low value leases. For the lease commitments the Group
expects to recognise right-of-use assets of approximately £3.1 million, for the year ended 31 October 2020
and lease liabilities of £3.2 million. Overall, the net assets will be approximately £0.1 million lower and net
current assets will be approximately £0.7 million lower due to the presentation of a portion of the liability
as a current liability.

The Group expects that for the reporting year ended 31 October 2020, profit before tax will be
approximately £0.2 million lower due to adopting the standard. EBITDA is expected to increase by
approximately £0.9 million as a result of operating lease payments previously being included in EBITDA,
however the depreciation of the right-of-use asset and interest charges due to the unwinding of the
discount will be excluded from this measure. '

Operating cash flows will increase, and financing cash flows decrease by approximately £1 million (netting
off to £nil) as repayment of the principal portion of the lease liabilities will be classified as cash flows from
financing activities. Therefore, there is no change in the Group’s cash flows as a result of adopting IFRS
16.

There are no other IFRSs, Annual improvements or IFRIC interpretations that are not yet effective that
would be expected to have a material impact on the Group.
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OPTIONIS LIMITED - NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies (continued)Segment reporting

New standards and interpretations not yet adopted

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-makers (CODM), who are responsible for
allocating resources and assessing performance of the operating segments, has been identified as the
Chief Executive Officer and Chief Financial Officer of the Group. The CODM reviews the key profit
measure, 'EBITDA pre-exceptional costs'.

Property, plant and equipment

Management choose the cost basis under IAS 16 'Property, plant and equipment’, rather than to apply
the alternative (revaluation) treatment to all items of property, plant and equipment as its ongoing
accounting policy. The cost of property, plant and equipment includes directly attributable costs.

Property, Plant and Equipment is carried at cost or initially accounted for at fair value if acquired as part
of a business combination. Asset lives are re-assessed each year end. Where the expectations differ from
previous estimates, the changes have been accounted for prospectively as a change in an accounting
estimate in accordance with IAS 8 ‘Accounting policies, changes in accounting estimates and errors.
Currently assets are depreciated using the following periods.

Depreciation is provided on the cost of all other assets (except assets in the course of construction}, so as
to write off the cost, less residual value, on a straight-line basis over the expected useful economic life of
the assets concerned, as follows:

. Long term leasehold properties Period of lease
o Fixtures, fittings and office equipment 10 years
. Computer and display equipment 3 -5years

Useful lives and residual values are reviewed at each balance sheet date and revised where expectations
are significantly different from previous estimates. In such cases, the depreciation charge for current and
future years is adjusted accordingly.

The carrying values of property, plant and equipment are reviewed for impairment if events or changes
in circumstances indicate the carrying value may not be recoverable.
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies (continued)
Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the consideration
transferred, the amount of any non-controlling interest in the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree over the fair value of the identifiable net assets acquired.
If the total of consideration transferred, non-controlling interest recognised and previously held interest
measured at fair value is less than the fair value of the net assets of the subsidiary acquired, a gain on
bargain purchase arises, this is recognised directly in the income statement.

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in
circumstances indicate a potential impairment. The carrying value of the CGU containing the goodwill is
compared to the recoverable amount, which is the higher of value in use and the fair value less costs of
disposal. Any impairment is recognised immediately as an expense and is not subsequently reversed.

Intangible assets
Computer software

Costs associated with maintaining computer software programmes are recognised as an expense as
incurred. Development costs that are directly attributable to the design and testing of identifiable and
unique software products controlled by the group are recognised as intangible assets where the following
criteria are met:

it is technically feasible to complete the software product so that it will be available for use;

management intends to complete the software product and use or sell it;

there is an ability to use or sell the software product;

it can be demonstrated how the software product will generate probable future economic

benefits;

e adequate technical, financial and other resources to complete the development and to use or sell
the software product are available; and

e the expenditure attributable to the software product during its development can be reliably

measured.

Directly attributable costs that are capitalised as part of the software product include the software
development employee costs and an appropriate portion of relevant overheads. Other development
expendifures that do not meet these criteria are recognised as an expense as incurred. Development costs
previously recognised as an expense are not recognised as an asset in a subsequent year.

Other intangible assets

Expenditure on internally generated goodwill and brands is recognised in the profit and loss account as
an expense as incurred.

Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation
and less accumulated impairment losses. ‘

The cost of intangible asset acquired in a business combination are capitalised separately from goodwill
if the fair value can be measured reliably at the acquisition date.
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OPTIONIS LIMITED -~ NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies (continued)
Amortisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives
of intangible assets. Intangible assets are amortised from the date they are available for use. The
estimated useful lives are as follows:

. Computer Software 3 years
. Brands 10 years

. Customer Lists 2 - 10 years

The bases for choosing these useful lives are;

. brand longevity considering brand history and market awareness
o Customer lists was based on the average customer life per data obtained for valuation work
performed.

The Group reviews the amortisation period and method when events and circumstances indicate that the
useful life may have changed since the last reporting date.

Impairment of non-financial assets

Non-financial assets such as investments, brands and non-contractual customer relationships are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's fair value less
costs of disposal and value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are largely independent cash inflows (cash-generating units). Prior
impairments of non-financial assets (other than goodwill) are reviewed for possible reversal at each
reporting date.

Investments

The consolidated financial statements incorporate the financial statements of the company and entities
(including special purpose entities) controlled by the Group (its subsidiaries). Control is achieved where
the Group has the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities.

The results of subsidiaries acquired or disposed of during the year are included in total comprehensive
income from the effective date of acquisition and up to the effective date of disposal, as appropriate using
accounting policies consistent with those of the parent. All intra-group transactions, balances, income and
expenses are eliminated in full on consolidation.

Investments in subsidiaries are accounted for at cost less impairment in the company financial statements.

Entities in which the Group holds an interest, and which are jointly controlied by the Group and one or
more other venturers under a contractual arrangement are treated as joint ventures. In the Group
financial statements, joint ventures are accounted for using the equity method.
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies {continued)
Exceptional items

Items which are significant by virtue of their size or nature which are considered non-recurring are
classified as exceptional items. Such items, which include acquisition related deal costs and professional
and legal costs in respect of potential exit and other strategic advice are included within exceptional items.
Exceptional items are excluded from underlying profit measures used by the Board to monitor and
measure the underlying performance of the Group and are presented separately within the notes to the
accounts (see note 4).

Financial assets
Classification

The Group’s financial assets comprise of cash and trade receivables. Each of these items are recognised
at amortised cost in accordance with IFRS 9. A financial asset should be measured at amortised cost if it
is held within a business model whose objective is to collect contractual cash flows and the contractual
terms of the asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

Assets which are held to collect contractual cash flows as well as selling the assets are recognised at fair
value through other comprehensive income. Assets which do not fit the other categories are recognised
at fair value through profit or loss. The Group does not have such assets within the business and therefore
all assets have been recognised at amortised cost in accordance with IFRS 9.

Trade and other receivables

Trade receivables are amounts due from customers for services performed in the ordinary course of
business. If collection is expected in one year or less, they are classified as current assets. If not, they are
presented as non-current assets.

Trade receivables are recognised at amortised cost in accordance with IFRS 9. The impairment model
introduced in IFRS 9 requires the recognition of impairment provisions to trade receivables based on
expected credit losses rather than incurred credit losses as was the case under IAS 39. These impairment
provisions have been determined to initially be fully provided for once the aged debt has reached 60+
days. An assessment of recoverability is then performed. This is due to the fact that the majority of
customers pay by direct debit and therefore due to the nature of these types of payment, the credit risk
increases once the account is two months in arrears. The group has therefore adopted the prudent
approach of fully providing for these in line with IFRS 9.
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OPTIONIS LIMITED — NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Summary of significant accounting policies (continued)

Financial assets and liabilities are offset, and the net amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net
basis or realise the asset and settle the liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal course of business and in the event
of defauit, insolvency or bankruptcy of the company or the counterparty