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Resilient and well-balanced business successfully navigating through uncertain economic
conditions

A resilient set of results referable to a period of macro-economic uncertainty arising from on-going Brexit
negotiations, a resultant change in Government and, during the final two months of FY20, major
turbulence caused by the Covid 19 pandemic.

Financial Highlights

FY20 FY19 Change
Group revenue ’ £109.8m £103.5m +6.1%
Group underlying operating proflt before tax* £18.7m £18.0m +3.9%
Group underlying profit before tax* £18.1m £18.1m -%
Group profit before tax ' . £14.8m £15.9m -6.9%
Group profit after tax s £11.7m £13.0m -10.0%
Underlying basic earnings per share (‘EPS’) 10.34p 11.83p -12.6%
Adjusted fully diluted EPS** 12.45p 13.15p -5.1%
Net assets . . - T £44.8m £30.6m +46.4%
Net debt*** - - . £0.9m £3.2m -71.9%

*
kk

Kkk

Underlying operating profit before. tax and undenylng profit before tax excludes share based payment charges, amomsanon and exceptional items

Adjusted fully diluted EPS excludes share based payment charges, amortisation and exceptional items. [t also adjusts for the future weighted average number of
expected unissued shares from granted but unexercised share option schemes in issue based on a share price at the end of the financial year
Net debt excludes IFRS 16 liabilities . . .

Covid-19 impact update

Swift action taken to enable the Group to continue trading profitably through the pandemic with
ample financial liquidity
Group benefitting from cost savings, as a result of new ways of working

Operational Highlights

Further strategic diversification.of the Group’s service offering, through acquisitions of Persona
Associates, t-three, Gateley Tweed and Gateley Vinden '
Successful and seamless move to home-working, testament to ongoing investment in technology
and systems to support the Group’s growth ambitions

New five-year Orderly Market Agreement in place and new Long-Term Incentive Plan mtroduced

Current Trading and Outlook

Group trading profitably and cash posmve in Q1 of the new financial year ending 30 April 2021
(“FY217)

Q1 FY21 activity levels down approximately 9% year-on-year

FY21 activity levels down 7% at the end of August 2020 year-on-year

Operational gearing opportunities, resulting from new ways of working, being explored further
Strong balance sheet, disciplined working capital management and conservative levels of debt
Diversified and resilient business model supporting the Board's confidence in the future
performance of the business

The current macro-economic outlook remains, however, too uncertain for the Board to be
prescriptive on FY21 outlook at this stage
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Rod Waldie, CEO of Gateley, said:

“We are delighted with the performance of the Group for the Year and that the business has continued to
trade profitably and remain cash positive throughout the new financial year. This would not have been
possible without the commitment, dedication and understanding of all of our coIIeagues whose wellbeing
remains our highest priority. )

“In FY20 we continued to invest in the growth of the Group through strategic headcount increases and four
diversification acquisitions. The Group performed well and in line with market expectations until COVID-19
impacted at the end of February 2020. When country-wide restrictions were introduced in early March,
many of the Group’s mandates were put on hold and, like most businesses, we experienced an unexpected
and sudden reduction in revenue.

“As a people business with a cost structure aligned to forecast révenue, 'and with little time before the end
~ of the year for cost mitigation measures to take effect, this.reduction:in revenue, during our critical Q4,
immediately impacted our profitability. We took swift action to mitigate this, whilst taking great care to protect -
the long-term growth prospects of the Group, which are of utmost importance to all our stakeholders. We
believe that it is crucial to the sustainability and future success. of qur busmess that we maintain capability
and capacity, even if this impacts our profitability in the short term e

“The Group is benéefitting from cost savings resuiting from new ways of working introduced during lockdown,
and we will capitalise on these and other operationa! gearing potentlal to |mprove margins in the Ionger
term, and to strengthen further the resilience of our business:- * =

‘. N

On a gradually improved trajectory, year to date activity levels-are circa 7% down on the prevnous year.
The Group has traded profitably and remained cash positive throughout the new financial year.”
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Chairman’s Statement

I am delighted with the performance of the business during the past financial year, a year in which we
have successfully navigated the disruption and uncertainty caused by the country's lengthy debate on
Brexit, as well as the unprecedented disruption caused by Covid-19. Gateley has demonstrated the
resilience of its operating model and diversification strategy, delivered solid financial results in exceptional
circumstances, expanded its staff complement and completed four strategic acquisitions. Everyone in the
business, from top to bottom, should be proud of their achievements.

The businesses we added to the Group, during the year, have integrated well, enhancing our market
offering and further strengthened our now well-diversified Group. The scale, breadth and depth of our
service offering has been, and will continue to be, at the forefront of our strategic thinking and operational
focus. Our acquisition pipeline remains strong as we focus on earnings and service line enhancing
opportunities that fulfil our clients’ needs. The professional services industry is immensely talented in this
country, including our own highly skilled staff, and remains extremely adaptable. The services we offer to
customers are critical to their operations, emphasising just how robust our legal and complimentary
services are with our wide, multi-sectoral, client-base. '

Our people have ably risen to the challenges throughout the year, and, importantly since the onset of the
pandemic. Their dedication to the business, to their colleagues and to our customers has been first class.
Their efforts, combined with the strength of the business have enabled us to continue to invest for the
future, with average employee numbers rising by 15.4% from 907 to 1,047 during the year and with now
1,138 employees in the business at the year end. The majority of employees now have some form of
equity stake in the business. We successfully established a new long-term incentive pian and a new
orderly market agreement across key internal shareholders in FY20. The latter sets the blueprint for
internal investment over the next five years and, prudently, manages any potential divestitures that
internal shareholders may wish to make.

It was clear to the Board in early March 2020 that as a consequence of COVID-19 the economic
environment in the UK would remain uncertain for some time. With poor visibility on economic outcomes,
the Board took the sensible step to preserve the Group’s financial liquidity by reducing salaries and
cancelling all bonus and dividend payments. We also suspended financial performance guidance, to give
ourselves time to digest and understand how COVID-19 changes were affecting our clients and our own
business. It is the Board’s intention to reinstate guidance as soon as we are able to forecast with a
reasonable degree of accuracy. However, uncertainty prevails and we therefore consider it would be
unwise, in the current rapidly moving economic environment, to extrapolate current performance figures
to suggest an outcome for the full year ending 30 April 2021.

It is nearly 18 months since we announced that Michael Ward, our long-standing Chief Executive, would
stand down at the end of the 2020 financial year, and that he would be succeeded by Rod Waldie. This
was well planned to deliver a smooth transition. We could not, however, have foreseen the challenging
circumstances under which the transition would take place. With this in mind, it is entirely appropriate to
record how well Rod has risen to the challenge. His calm approach and his steady handling of such a
difficult situation has been welcomed across the Group, particularly the way in which he has
communicated with our people in the face of such adversity. Rod’s existing long-established knowledge
of the business, and understanding of its collaborative culture, entirely ratifies our decision to appoint a
trusted and respected internal successor to Mike’
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Chairman’s statement (continued)

Finally, | would like to thank Mike, for his first-class leadership of the business throughout his tenure and
our first five years as a public company, as well as to my colleagues on the Board, the management team
and to all of the staff at Gateley for their unremitting hard work, support and fantastic contribution to the
business. In what has been a uniquely challenging year, Gateley people have excelled in customer
delivery, have conquered every challenge presented to them, and have delivered further strategic
progress for the business all of which have served to deliver a solid set of results.

We look forward to the future with confidence.

Ned Uy

Nigel Payne
Chairman
28 September 2020
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Chief Executive Officer’s Review
Introduction

The beginning of my tenure as Group CEO has thrown-up unexpected challenges, however, | would not
be as confident as | am today in the robustness and resilience of the Group and the continuation of the
Gateley story without the talent and commitment of all of our people. | must, therefore, start my first report
as CEO by thanking all of our people for their support and dedication to the ongoing success of the
Gateley Group. The whole team has performed exceptionally well throughout the adversity caused by the
global pandemic, which began just before our FY20 year end. | am immensely proud and excited to lead
such a talented team of people , and whilst some difficult decisions have had to be taken as a result of
Covid-19, we have a well-balanced, resilient Group with a strong and loyal customer base, and | believe
that the next few years will highlight Gateley's strength, as it rises to the challenges ahead.

Since the Group joined the AIM Market over five years ago it has almost doubled in size, both in
headcount and revenue, as we have delivered on our strategy to differentiate, diversify, incentivise.and
grow. We are now an even more resilient, diversified business, with a demonstrably collegiate “one
team” culture focused on delivering our strategic goals. That quality, depth and breadth enables us to
deliver on our promises to all stakeholders in a sensible, well-managed way. The challenges we face
today, as a result of the current economic climate, do not affect our confidence in the Group's ability to
withstand all modelled scenarios for the year ahead, and we will continue to expand our Platforms for
growth and focus on the delivery of a strong performance in FY21 and beyond.

Results overview

During the year we completed four earnings enhancing acquisitions, further strengthening and
diversifying the Group’s services, and continuing to build-out our strategic Platforms offering. Following a
solid first half trading performance, however, COVID-19 disruption impacted trading in the critical final two
months of the year, as transactions due for completion across a number of key work streams were placed
on hold. Despite this, the Board is pleased to report that revenue increased by 6.1% during FY20 to
£109.8m (FY19: £103.5m).

Our solid revenue performance reflects the strength in the breadth and balance of the Group's legal and
consulting service lines. For example, despite a general decline in activity in the UK property sector, our
legal and consulting teams, working together on our Property Platform, are currently trading ahead of
prior year. In addition, many of the Group's counter-cyclical service lines, including Dispute Resolution,
are extremely busy.

Cash generation during the Year remained strong, as net cashflows from operating activities of £11.7m
(FY19: £12.1m) represented 99.5% (FY19: 92.7%) of profit after tax. The Group spent £4.5m (FY19:
£4.0m) on investing activities, including the net cash spend of £2.7m (FY19: £2.5m) on the four
acquisitions. The Group's net debt at the year-end was a healthy £0.9m (FY19: £3.2m).

We made a number of key infrastructure investment decisions during the year, including flexing use of our
office space alongside IT investment, which complement our new ways of working, aid the Group’s
operational gearing and enhance our ability to manage our costs.

Whilst trading activity in the last two months of FY20 and the first few months of FY21 have both been
adversely affected by the pandemic, the strength of the Group's diversified offering and its profitable
trading during Q1 of FY21 have enabled the Board to be confident in the Group’s trading outlook and
thereby to reinstate its intention to consider dividends to shareholders once the outturn for FY21 is
known.



Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Chief Executive Officer’s Review (continued)

Covid-19 actions taken

Immediately after the onset of the pandemic, the Board reviewed the Group's cash position and its
operating expenses and took swift and decisive action to minimise the anticipated financial impact.

Our immediate concern was the well-being of our staff, customers and suppliers and, on the 17th we
closed our offices to all but a skeleton staff.

Similar to our approach during the Global Financial Crisis in 2008/9 (‘'GFC'), in an environment in which
the outlook is constantly changing and traditional near-term forecasting is compromised, we have focused
on liquidity and cash management and evaluated our actions against an ongoing Covid-19 liquidity
model. Overarching this, we have adopted the same principle as that adopted during the GFC,
maintaining robust staffing levels, to ensure we could continue to provide comprehensive, high quality,
timely professional advice in circumstances where customers need it more than ever. Our well managed
and conservative financing structure is designed to maintain staffing flexibility and to position the Group to
outperform, as the UK economy normalises during the pandemic recovery phase. The swift decisions
taken by the Board to reduce personnel and other operating costs have enabled the Group to trade
profitably and with ample liquidity. Examples of specific actions taken include:

. Bonus cancellation and Board and staff salary cuts for the first six months of FY21
of between 15 and 20% across the Group;

. Reductions in discretionary expenditure aided by new working practices;

. Cancellation of FY20 interim and final dividend;

. Limited acceptance of Government Support Schemes, aimed at those parts of the

business which have either been non-operational, or had restricted operations as a
result of significantly reduced activity levels during Covid-19; and

. Maximisation of cash flows including a no cost deferral of UK VAT payments totalling
£5m and PAYE and national insurance payments totalling £7m between March and
June 2020;

We did not pursue government loans, as we already have significant debt should we need it due to low
gearing levels already across the Group. We are well supported by our banking partners at HSBC, Lloyds
and Santander, who continue to provide flexible working capital facilities that we will continue to provide
flexible working capital facilities that we can adapt to suit the needs of the Group.

During FY21, we anticipate receiving material furlough income and other staff savings, predominantly via
H1 salary cuts, which were implemented to align overall costs with the changing level of revenue, but
without reducing the Group’s capacity to deliver services to clients. | am pleased, however, to report that
we expect to return to full salaries from 1 November 2020.
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Chief Executive Officer’s Review (continued)
Operational Review

During the year we saw further significant growth in our fee earning staff and created new service
offerings. We established a private wealth team based in our London office, which operates nationally
and internationally and we expanded our regional housebuilding practice. Our corporate team in London
was expanded and strategic real estate expertise was added in key regions. The reach of our litigation
and restructuring teams was also expanded during the year, with work predominately sourced from
overseas, where our customers are seeking expertise in the UK legal system. We also created a
bespoke real estate dispute resolution team, resourced internally, with wide-ranging expertise in
commercial landlord and tenant, easement disputes, nuisance, restrictive covenants, boundary and title
issues, trespass, and beneficial interest claims.

Our international dispute resolution practice gained significant traction in FY20. Key new work in the Year
(which will carry on throughout FY21) includes acting for an executive agency of an overseas government
in recovery of property from a former owner of a mainstream bank. This complex, top-tier multi-
disciplinary, international work runs alongside mainstream insolvency and liquidator appointments, and
tax avoidance recovery work. This is highly specialist work, delivered through the expertise of a team
already within the Group who have long-established credentials in complex recovery cases in the UK and
overseas. This is a prime example of the returns we are able to generate through our strategy to invest in
niche, highly specialised services, and our ability to leverage counter-cyclical opportunities with
established expertise.

We remain successful in winning work across all of our Platforms, including appointment and/or
reappointment to bank and housebuilding panels for our legal services teams, as well as in securing new
multi-disciplinary (that is, legal and consultancy) appointments involving multiple Gateley service lines.
Examples of the later include:
e Legal (property) and surveying (utilities compensation — Gateley Hamer) services sold to a
housebuilder;
e Legal (property) and fiscal incentives consultancy (Capital Allowances — Gateley Capitus)
services sold to a UK logistics provider,;
¢ Human Capital consulting (T-three) and legal (cyber security) services sold to a global
pharmaceutical company;
e Legal (employment) and Human Capital Consulting (T-three) services sold to a national
transportation systems business.
We are delighted with how well our legal and consulting services are combining to win these types of
appointments, evidencing that broadening and strengthening these Platforms will secure further profitable
growth.

We conducted our Group wide tri-annual customer survey during the year, scoring extremely highly (net
promoter score +68). Gateley remains the UK's most active M&A legal advisor by deal volume, as we
reported in H1 2020 when we were ranked first in London and the North West, second in the Midlands
and second in Yorkshire. in difficult times, this is resounding testament to our referral network, staff and
service delivery capabilities.

As announced on 17 October 2019, the Group introduced a new five-year Orderly Market Agreement,
which on 8 June 2020. This replaced a similar agreement that was put in place at the time of the
company's admission to the AIM Market in 2015. The new agreement makes all of the partners in the
Group subject to a minimum capital investment, above which there is an annual sales cap. The
overwhelming internal support for this evidences our collegiate culture and demonstrates our partners’
long-term commitment to the Group's strategy.

We remain focused on investing in the right people to join the Gateley team, and incentivising them
through plc share ownership, providing an attractive alternative to traditional law firm ownership models.
Exercised SAYE, CSOP and SARS option schemes required the creation of 3,187,446 new shares during
the Year, which represented 2.7% of the entire issued share capita! of the Group. These schemes were
granted three years ago, with the resultant shares increasing staff share ownership.
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Chief Executive Officer’s Review (continued)
Operational Review (continued)

A new Long-Term Incentive Plan ("LTIP") has also been introduced to replace our existing SARS,
creating greater alignment to the profit performance of the Group and greater clarity over the impact of
dilution going forward. Shortly after the year end we issued our FY21 CSOP and new LTIP award
schemes that were granted over 976,797 and 1,405,766 shares respectively.

We have spent many years building-up our physical footprint across the UK, matching our office locations
with commercial opportunities available to the Group. As a result, we currently provide our services from
most of the major commercial centres in the UK. Our office network remains an important asset and,
during FY20, we secured targeted long-term positions, on favourable terms, in relation to parts of our
office portfolio. Our strategy is to maximise the use of our existing offices and we believe that the agile
working regime that we have recently adopted will enable us to on-board opportunities that become
available to us, in or beyond our existing centres, without the need to extend the overall size of our office
portfolio. This WI|| further broaden and strengthen our business.

in 2019 we committed to a new ten-year lease on our second largest office, Manchester, and successfully
relocated our 90+ Guildford team to new offices, also on a ten-year lease, to facilitate further expansion of
services across the south of England, and enable the complete relocation of the Persona Associates
team from Horsham to the new Guildford office. We also took back office space from a long-standing sub-
tenant in Paternoster Square, London. This was necessitated by the growth of our London based teams,
including Kiddy, Hamer, Capitus and Legal. Our London base continues to act as a gateway for our
national and international customers. Finally, we have very recently expanded our network by the
opening of an initial serviced office in Newcastle, to support our housebuilding client needs. All of our
office locations are multi-floored and we have the ability in our leases to sublet attractively sized floor
plates should we need to do so.

We were very pleased and proud to be awarded ‘UK Law firm of the year’ at the British Legal Business
Awards in November 2019, whilst more recently winning the Greater Birmingham Chamber of Commerce
2020 Awards; Excellence in Contribution to the Community Award; and Excellence in Sales and
Marketing Award. We believe these industry peer awards bear testament to the hard work and dedication
of all our people, and are acknowledgement of the strength and quality of our business.

Our Platforms

In implementation of our strategy to differentiate ourselves by our ability to offer our customers
complementary legal and consultancy professional services, we have continued to invest in our
Platforms. These Platforms comprise clusters of Group services which are complementary and represent
a broader and more compelling offering to customers in specific markets, or sectors. This broader,
connected services approach enhances cross-selling opportunities to our existing clients and also
represents a compelling go-to-market strategy for new ones.

To this point we have successfully established our “Property Platform” and our “Human Capital Platform”,
with our plan being to replicate that approach in other areas as demand and opportunity dictate.

Our Property Platform currently comprises the expertise and services offered by a combination of our
property lawyers, Gateley Capitus, Gateley Hamer, Gateley Vinden and recently acquired Persona
Associates (now forming part of Gateley Hamer). Though we may add further to the breadth of services
offered by this Platform in the future, already we can offer a broad range of professional services
including legal, surveying, compulsory purchase and planning, land referencing, tax incentives and reliefs,
dispute resolution, arbitration and mediation, and debt finance; all as they relate specifically to property,
and all delivered by professionals and businesses expert in and dedicated to property.
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Chief Executive Officer’s Review (continued)
Our Platforms (continued)

Our “Human Capital Platform” currently comprises our employment, pensions and benefits lawyers as
well as Entrust, Kiddy and Partners and T-three Again we may add to this Platform in future, but already
we can offer employers an array of Human Capital services, including legal, pension trustee and advisory
services, occupational and behavioural sciences services including c-suite and board-level assessment,
leadership development and individual/organisational cultural/behavioural consulting and change
programmes.

The Board's strategy is to continue to grow these Platforms, and add new ones, both organically and
through acquisition.

Acquisitions

Our acquisition strategy is primarily focused on both legal and specialist consultancy services business
targets which fit seamlessly into our market-focused Platforms of complementary service lines,
supplementing our core legal services offering and differentiating our business. Our plc status and
established reputation help us to attract and incentivise first class professionals to help us develop these
Platforms from which we sell multiple services collaboratively.

FY20 was another busy year in the expansion of the Group, and | am pleased that we completed all
planned deals prior to the onset of COVID-19 and the UK lockdown. Those new businesses to join the
Group during FY20 are as foliows:

Persona Associates (July 2019) — one of the UK's longest-established and leading land referencing
consultancies, advising on some of the UK's largest infrastructure and regeneration projects. This
business is now fully integrated into Gateley Hamer;

t-three (December 2019) - offers services and products to businesses that enable them to develop their
senior people and effect cultural change within the business itself. Together with Kiddy & Partners, we
now offer one of the largest specialist Human Capital consultancy businesses in the UK;

Gateley Tweed (March 2020) — offers specialist legal services in reputation management and media law,
with offices in Belfast and a presence Dublin and London. The acquisition expands our offering in media
law, reputation management, privacy and brand protection and presents cross-selling opportunities into
Tweed's existing and future client base. In addition, the acquisition has strengthened our position in the
Irish professional services market providing a base in Northern Ireland and the Republic of Ireland from
which we can offer broader legal services and allowing for growth and expansion in Belfast, where
Gateley Capitus are already established, as well as a number of Gateley Legal Construction lawyers; and

Gateley Vinden (March 2020) — a specialist business offering corporate advisory, dispute resolution and
consultancy to the built environment, property and construction markets. The acquisition has
strengthened our Construction team and added weight to our corporate advisory, dispute management
and resolution expertise. '

Target acquisitions will allow us to create new Platforms, building on our existing legal services lines
around which we can aggregate complementary consultancy services. Ultimately, our business will offer a
balanced range of legal and related professional services, which will make us indispensable to our clients,
create more opportunity for our people, differentiate us from our competitors and make us more attractive
to our investors. :
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Chief Executive Officer’s Review (continued)

Succession and Board Changes

Michael Ward, who stepped down from the role of Chief Executive Officer on 30 April 2020, now oversees
our consultancy services businesses and remains as an executive director on our Board.

Current trading and outlook

FY21 started better than we initially expected, given the worldwide economic crisis. The Group has been
profitable and cash positive throughout the current year to date, albeit Q1 FY21 activity levels were down
9% year-on-year, improving to just 7% down at the end of August 2020.

Although there has been a positive trend in activity levels within the Group since April, the macro-
economic outlook remains too uncertain for the Board to sensibly guide on the outcome for FY21. The
fundamentals of our business, and the opportunities that exist for capitalising on our broader professional
services through our Platforms, however, remain strong.

Gateley is a resilient, balanced and financially transparent business with a demonstrable history of growth
across numerous economic cycles. Given our proven ability to perform in counter-cyclical markets and
our low geared balance sheet, we fully expect to emerge from this crisis in a strong position, able to
capitalise on both organic and acquisition opportunities to grow the business further. Opportunities
undoubtedly exist to broaden our client offering and Piatforms further and deliver strong returns to
investors. We remain confident in our business and people and embrace the future.

Zf/g,] Cc/

Rod Waldie
Chief Executive Officer

28 September 2020
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Finance Director’s Review

Revenue

Group total revenue grew by 6.1% (2019: 20.2%) to £109.8m (2019: £103.5m). Revenue from core legal
service lines grew organically by 3.5% (2019: 9.5%) and rose by a further 2.6% through acquisitions
made during the Year (2019: 10.7%). Revenue from complementary consultancy businesses
represented £11.0m or 10% of total revenue (2019: £7.0m or 6.7%), highlighting the continued
diversification of the business, as set out in the Group’s strategy.

The Group benefitted from another strong year of organic growth in its legal Corporate reporting segment,
which generated 17.1% growth in revenue. We continue to top deal-volume league tables, as a result of
our expertly delivered services to our Private Equity and M&A clients. Our Property reporting segment
grew by 3.8% as we took advantage of opportunities, generated by our diversified offering and overall
Platform strength, at both regional and national level in the UK's construction, property development and
housing markets, which rely upon long-term specialist legal support. We have enhanced the Property
Platform in adding a suite of additional services as a result of the acquisition of Persona Associates in
July 2019 and Gateley Vinden in March 2020. The acquisition of t-three in December 2019 contributed
almost half of the 22.9% annual growth in our Employment, Pensions and Benefits reporting segment.
Gateley Tweed, a new legal service line, slotted in well to our Business Services Platform towards the
end of the year.

The FY20 outcome was not as initially expected, due to the unforeseen impact of COVID-19 on revenue.
Transactions paused, which meant it was impossible for clients in the majority of our transactional-led
work types to complete expected deals. However, new opportunities arose in other areas of our well-
balanced business portfolio from the same clients, and the strength of our relationships held strong to
ensure we achieved another year of growth.

Personnel costs and operating expenses

Our total personnel costs increased by £0.8m million to £63.5m (2019: £62.8m). This comprised a mixture
of headcount increases through a combination of organic and acquisitive growth, 1 May 2019 pay
awards, minus the decrease in total staff financial rewards, which resulted from the Board’s decision to
cancel FY20 bonuses in order to conserve cash following the onset of the COVID-19 pandemic.

The impact of COVID-19 on the top line in the final six weeks of the financial year was sudden. No cost
base within our business could flex quickly enough to counter such an impact. However, we took swift
action to mitigate this loss of revenue and to plan for all possible scenarios. Commencing use of the
Government's Job Retention Scheme (“JRS") was a key aspect of our plan as the uncertainty set in
across the world. As COVID-19 took hold, we immediately ceased all non-essential recruitment and
decided to use the JRS with immediate effect. Income during the Year arising from the use of the JRS
totalled £0.4m, as we placed 285 staff on furlough in April. Furlough scheme usage increased during May
to July, followed by a subsequent reduction due to flexible working, a gradual return to restricted office
working across certain locations and as a result of increases in activity.

Prior to the pandemic, our headcount was increased organically to meet client demand and as a result of
making four acquisitions. Once again, we strengthened our legal and consultancy teams with key hires
throughout the year. Eleven new legal partners joined the business in FY20 and we made six successful
promotions to legal partner.

Average numbers of legal and professional staff rose by 15.7% to 706 (2019: 610), whilst support staff

numbers rose 14.8% to 341 (2019: 297). Personnel costs as a percentage of fees reduced to 57.8% of
revenue from 60.7% in FY19 excluding share-based payment charges.
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Personnel costs and operating expenses (continued)

Other operating expenses increased by 8.5% or £1.9m to £23.8m (2019: 21.9m). £1.1m of this increase
was as a result of the expansion.of the Group following the four acquisitions made

during the Year. The remainder was due to investment in our information technology infrastructure and
professional service fee increases, following a number of significant growth years. Operating expenses
as a percentage of revenue increased by 0.4% to 21.6% (2019: 21.2%).

Prior to lockdown the Group’s cost base was growing proportionately with the level of organic growth
generated, and as a result of the earnings enhancing acquisitions made mainly during the latter half of
FY20. Following lockdown certain overheads ceased abruptly, as the business switched successfully to
homeworking. Whilst not planned, some of the savings resulting from our new way of working will
continue to benefit the business going forward and overheads will rebase. These costs are
predominately property, travel and office supply related, and present a significant opportunity to navigate
towards a lower total cost base in the future under new normal working practices. We remain fully
focused on sensible cost management and contro! and we are confident that all actions taken in H1 FY21
currently enable us to anticipate that total costs for FY21 could be at a similar level to FY20.

Operationally, there remains a significant focus on IT, and our current and future infrastructure. We have
invested sensibly over recent years and further enhance both our internal and client facing experiences of
IT usage. | wish to thank Nick Capell, our IT Director, along with his team for the dedication they have
shown in moving us all to home working with such care and professionalism. We have taken steps both
pre and post pandemic to continue to refine existing processes, including moving to Microsoft Teams
during 2019, investing in a new client opening technology and streamlining service delivery services.

Our response to Covid-19

As COVID-19 swept across the UK in mid-March, we prioritised the wellbeing of all staff across the
Group. This involved the immediate closure of all of our offices and resuitant changes in working
practices, to ensure continuity of service to our clients as staff continued to support them and the
business remotely. | am extremely pleased with the calm response of our staff and the Gateley team
spirit shown across the Group in the face of such difficult circumstances. Whilst the statements in this
report contain the strategic steps taken by the Group and our Board in handling the new challenges
presented, the thoughts of each segmental reporting group head are detailed below to provide a context
on trading sentiment and activity across the Group into and emerging from the UK wide lockdown.

(a) Since the initial impact in April and May the Banking and Restructuring Group has seen an
increasing volume of new work as the business attempts to understand the impact of COVID-19. To date,
the work has mainly been business and financial advisory, centred around the Government'’s various
support schemes. However, we expect a significant uptick in transactional restructuring and refinancing
as the longer-term economic effects of COVID-19 take hold — Brendan McGeever (Group head of the
Banking and Restructuring Group)

(b) The initial impact of lockdown on the Corporate Group caused an abrupt slowdown in
transactional work with many corporate deals either aborting or being postponed. The Corporate Group
did, however, manage to maintain a reasonable degree of activity not only within its Private Client Unit,
but also within its Corporate & Tax Units. As a testament to the Corporate Unit's large and diverse client
base, there was deal activity through a number of well financed clients who saw opportunities in the
market. Such activity levels have been steadily increasing, as the pipeline of work improves and
confidence returns within the corporate community — Charles Glaskie (Group head of the Corporate
Group)
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Our response to Covid-19 (continueq)

(c) Our Business Services Group has so far weathered the COVID-19 storm. We are not yet back to
pre-coronavirus activity levels, but after an initial dip, instructions have picked up, albeit not all of the
projects we are advising on are of a comparable magnitude to pre-lockdown days. - Simon Pigden (Group
head of the Business Services Group)

(d) For our Employment, Pensions and Benefits Group the announcement of lockdown and the Job
Retention Scheme meant a very busy period in advising clients on furlough across all sectors. There
was, however, an adverse impact on trading due to the general suspension of the Employment Tribunal
system, the decline in transactional work and a drop off in day to day advisory work whilst workforces
were furloughed. Work levels increased steadily during June and July, by which time the Employment
Tribunal system was operating with some degree of normality, and there was a marked increase in
transactional support work including numerous restructuring/insolvency matters. Business as usual
employee relations advice work has also returned to more usual levels. — Andrew MacMillan (Group head
of the Employment, Pensions and Benefits Group)

(e) The Property Group transitioned smoothly to home working on lockdown with the help of recent
investment in IT. Work levels have been unusually strong in the specialist Logistics, Construction and
Real Estate Disputes teams. Client activity has rebounded strongly in the Housebuilder team due to our
diversified client base, while a relatively light Retail exposure has helped reduce the impact of lower
activity levels in that sector. On the volume side, Plot sale rates initially fell sharply but have recovered
strongly to be consistently above pre COVID-19 levels across the country. — Callum Nuttall (Group head
of the Property Group)

Underlying operating profit before tax

Underlying operating profit before tax (PBT) of £18.7m increased by 3.9% from £18.0m enabling a steady
PBT margin of 16.99% (2019: 17.39%). .

Underlying operating profit before tax excludes amortisation of acquired intangibles, impairment of
intangibles and all share-based charges. Underlying profit before tax has been calculated as an
alternative performance measure, in order to provide a more meaningful measure and year on year
comparison of the profitability of the underlying business.

Extract of UK statement of comprehensive income 2020 2019

£000 £000
Revenue 109,838 103,471
Operating profit 15,361 15,870
Operating profit margin (%) 13.99% 15.34%

Reconciliation to alternative performance measure: underlying operating profit before tax

Operating profit 15,361 15,870

Non-underlying items

Share based payment charge — Gateley Plc 821 655
Share based payment charge — Kiddy & Partners 534 -
Amortisation of intangible assets 1,375 1,406
Exceptional items

Acquisitions costs 107 ’ 61
Impairment of software development costs 463 -
Underlying operating profit before tax 18,661 17,992
Adjusted underlying operating profit margin (%) 16.99% 17.39%
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Earnings Per Share (EPS)

Basic EPS decreased by 12.6% to 10.34p (2019: 11.83p). Basic EPS before non-underlying and
exceptional items decreased by 5.3% to 12.69p (2019: 13.39p). Diluted EPS decreased by 12.7% to
10.14p (2019: 11.61p). Diluted EPS before non-underlying and exceptional items decreased by 5.4% to
12.45p (2019: 13.15p).

Long-Term Incentive Plan (‘LTIP’)

The Group has introduced a new LTIP share scheme that aligns share option reward distribution with
compound annual growth in EPS over a three-year vesting period based on underlying trading profit after
tax rather than share price. The LTIP scheme uses EPS growth based on underlying profit after tax, as
the most appropriately aligned profit measure that staff participating within the scheme can be held
accountable against and is referred to as underlying fully diluted EPS. Profits used to calculate underlying
EPS are disclosed below:

2020 2019
£'000 £000
Reported profit after tax 11,723 13,041
Adjustments for non-underlying and exceptional items:
- Anticipated impact of IFRS 16 if it had been adopted in earlier years - (313)
= Amortisation of acquired intangible assets 1,375 1,406
- Share-based payment adjustments : 1,355 655
- Impairment of software development costs ' 463 -
- Acquisition-related costs 107 61
Underlying profit after tax 15,023 14,850
Weighted average number of ordinary shares for calculating diluted 115,699,727 112,280,569
earnings per share
Underlying adjusted fully diluted EPS 13.00p 13.23p

Taxation

The Group's tax charge for the year was £3.0m (2019: £2.9m) which was made up of a corporation tax
charge of £3.4m (2019: £3.4m) and a deferred tax credit of £0.4m (2019: credit of £0.5m).

The deferred tax charge arises due to a combination of credits in respect of the share schemes that have
vested in the year and the release of deferred tax on brands. The total effective rate of tax is 20.6%
(2019: 18.2%) based on reported profits before tax. The increase is as a result of the increase in non-
underlying and exceptional items (largely amortisation of acquired intangible assets and share based
payment charges) that are not tax deductible.

The net deferred taxation liability was £1.2m (2019: asset £0.1m).

Dividend
The Board'’s intention is to re-instate dividend payments at the earliest sensible opportunity and will
review its position once the outturn for FY21 is known.

The Board's dividend policy remains to distribute up to 70% of profit after tax (PAT) to shareholders,
typically one third following its half year results and two thirds after the full year results are known. During
FY20, the Board proposed an interim dividend of 2.9p (2019: 2.6p) per share, which was subsequently
cancelled on 24 March 2020 to conserve cash within the business, as a result of the uncertainty arising
from the impact of COVID-19.
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Acquisitions

During the year we completed four acquisitions. The table below summarises the split of consideration
between cash and shares, the net impact on cash during the year together with expected future cash
payments from unpaid contingent consideration on all past acquisitions. Cash consideration is shown net
of any cash in the acquired business.

Cash Share value
Acquisition — consideration summary
£m £m
Initial consideration
Persona Associates - 0.1
T-Three Consulting 0.6 1.6
Gateley Tweed 0.9 1.0
Gateley Vinden 1.2 3.0
2.7 5.7
Contingent consideration — FY21
Persona Associates 0.1 -
Kiddy and Partners 0.1 0.1
0.2 0.1
Contingent consideration — FY22
T-Three Consulting ' 0.3 0.4
International Investment Services 0.1 -
) ’ 0.4 0.4

Balance sheet

The Group has adopted IFRS 16 Leases during the Year, applying the modified retrospective approach,
and therefore has not restated comparatives for previous reporting pericd. Details of the impact on the
income statement and balance sheet as a result of the adoption of IFRS 16.

The Group net asset position has increased by £14.3m (2019: £7.5m) to £44.8m (2019: 30.6m), due to
the following movements:

There was an £8.0m increase in intangible assets and goodwill to 18.4m (2019: £10.4m), following the
acquisitions made during the Year. Intangible assets of £6.1m (2019: 2.0m) have been created from
current and prior acquisitions, such as client relationships, brand and computer software. The balance
relates to goodwill of £12.3m (2019: 8.4m) arising from acquisitions.

The Board has considered carefully the impact of COVID-19 on the future forecasts used in assessing the
value in use of the cash generating units to which the goodwill and intangibles relate and determined that
despite short term reductions such forecasts are more than sufficient to justify the carrying value of
goodwill. Therefore, as at 30 April 2020, the Board concluded that the goodwill and intangible assets do
not require impairment.

There was an £4.1m increase in total current assets, resulting from £3.5m additional trade and other
receivables available for collection (including £2.2m from acquired businesses during FY20), a £1.0m
increase in contract assets (unbilled revenue including £0.3m from acquired businesses during FY20), a
£0.4m decrease in deferred tax assets and a £0.1m increase in cash at the bank.

Total liabilities increased by £0.1m, before IFRS 16 lease liabilities, as the planned repayment of total
debt was offset by an increase in contingent consideration and the deferral of employment taxes of £3.6m
and VAT of £1.2m prior to the year end. Conserving cash resources, following the impact of COVID-19 on
the UK economy, became a priority as the Year end approached.

Total net debt, excluding IFRS 16 debt, decreased to £0.9m from £3.2m due to strong cash generation
and the holding back of payroll taxes and VAT referred to above.

Debt at the year-end comprised unsecured term loans of £3.1m (2019: £5.7m), whilst loans to former
partners of acquired businesses totalled £0.7m (2019: £0.5m) and are repayable within the next 12
months. In April 2020 the Group agreed with its lending banks to restructure its term loan repayments
from £1.5m repayable within the next 12 months, followed by a further £1.6m quarterly to September
2023, to the revised profile of £0.7m within the next 12 months, followed by £1.0m during FY22 and FY23
and finally £0.4m in FY24. '
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Working capital and cash flow

In December 2019 the Group increased its overdraft facilities from £8m to £12m. Foliowing the impact of
COVID-19 the Group moved swiftly to review its short-term borrowing facilities, which it increased from
£12m to £20m. Subsequently, the Group has agreed to gradually reduce its total overdraft facilities with
effect from 1 September 2020 from £20m down to £10m, together with its term loan facility of £3.1m
which remains in place. Total overdraft facilities available will reduce to more historical levels of £16m on
28 February 2021, and to £10m at 30 April 2021 and remain at that level until 30 September 2021. The
Group is seeking to provide longer-term certainty by increasing its term loan facilities from £3.1m at 30
April 2020 up to £10m, which it aims to have in place by 31 October 2020.

At the Year end, unbilled revenue recognised in the Group’s statutory accounts from time recorded on
non-contingent work totalled £11.7m or 10.6% of revenue recognised over the last 12 months, compared
to 10.3% at the end of FY19, where the billing cycle is annually most active ahead of the Group's April
year end.

The Group was on track to show a significant improvement in debtor days prior to the end of FY20.
However, as COVID-19 caused a slowdown in our clients’ ability to keep up debt repayments, cash
collections slowed, resulting in Group debtor days rising to 102 days compared to 100 days in FY19.

Cash generated during the year from operations (post cashflow from IFRS 16 leases) was £11.7m (2019:
£12.1m) which represents 99.8% (2019: 92.7%) of profit after taxation.

2020 2019

£'000 £'000

Net cash generated from underlying operating activities = 15,229 15,166

Tax paid (2,767) (3,075)

Cash outflow from IFRS 16 leases (rental payments excluded from operating cash (801) -
flows under IFRS 16)

Free cash flow 11,661 12,091

Underlying profit after tax 11,723 13,041

Cash conversion ' 99.5% 92.7%

Capital expenditure increased to £4.4m (2019: £4.0m). Cash outflow from financing activities of £8.0m
was similar to outflows of £9.5m during FY20, as lower dividend outflows materialised. The Group
continues to operate with a low level of gearing and fixed term debt.

Summary

The end of our fifth year as an AIM listed public company was not what we expected, due to COVID-19.
However, our balanced and resilient business, strong people culture and the strengthening strategy
through Platform enhancements makes Gateley an exciting place in which to work. Our business is
carefully managed and financially transparent, and we have delivered growth through numerous
economic cycles. Since the Year end, we have laid the foundations to navigate the impact of COVID-19
on the business, using Government schemes where appropriate. As we adjust to how our cost base has
changed, through new ways of working, we will capitalise on new opportunities to make the business
even more resilient. There is an obvious opportunity to maximise operational gearing. We are determined
to embrace this and to improve our margin performance further. Our gradually improving performance
since the end of FY20 is pleasing and gives us confidence for FY21 and beyond.

Neil Smith
Finance Director
28 September 2020
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Strategic report

This report has been prepared by the Directors in accordance with the requirements of Section 414 of the
Companies Act 2006.

Principal objectives, strategy and outlook

The principal activity of the Gateley Group during the year was the provision of commercial legal services
together with complementary professional consultancy services. The Group sells its services through 23
business lines, grouped into five operating segments. Dependent on a client’s requirements, any given
instruction or assignment can involve more than one business line with fee earning staff being provided
across one or more geographical office location.

The Group’s services are tailored to those required by local, regional and national clients and are
provided from ten offices across the UK, as well as an office in Dubai. Gateley also maintains informal,
non-exclusive, relationships with a number of law firms (30+) around the world, enabling it to provide
clients access to a global legal solution.

Gateley became an Alternative Business Structure (“ABS") with effect from 1 January 2014. Non-lawyers
are permitted to own and invest in ABS law firms. The Board believes a combination of the new ABS
structure and admission to trading on AIM provides a platform for the continued profitable growth and
future diversified development of the business. It enables the business to differentiate itself from its
competition through an enhanced service-offering and unique career opportunity, to diversify its revenue
streams through the acquisition of additional complementary legal and professional consultancy services
businesses and finally to incentivise its people offering wider and earlier ownership to staff of a more
modern, dynamic business. The Group’s current areas of focus are:

e Enhanced opportunities to grow Gateley organically — including lateral hires of individuals or
teams

e Making selective acquisitions, including (i) other legal firms which offer geographical expansion or
additional specialist services and (ii) professional consultancy service businesses offering
complementary services ’

e Building out the Group’s Platforms which comprise clusters of complementary group services
presenting a broader and more compelling offering

¢ Alignment through share participation, of the interests of shareholders (including employee
shareholders) with those of the business, aiding retention of staff and enhancing Gateley's
recruitment appeal.

Organic growth strategy

The UK legal services market continues to exhibit growth and clear opportunities exist for Gateley to
continue to differentiate its service offering and grow organically, in particular from:

e The retention of existing employees, working together to deliver 100% client satisfaction by
looking after our clients’ businesses as if they were our own

e Attracting new talent wishing to be a part of a pioneering law led professional services group

« We will continue to provide enhanced cross-selling opportunities through collaborative working
via our group wide Platforms '

« Continued strengthening of our national network, offering a quality, value-for-money legal service
to mid-market clients at home, in the markets in which they trade

e Continue to build upon our straight talking mid-market corporate service offering

¢ Maintaining and building upon Gateley's bank panel representation and “own account” work for
banks

+ Extending Gateley's relationships with the UK’s leading house builders and in particular in those
divisions and regions where Gateley does not currently act
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Acquisitive growth

Gateley believes that it can strengthen its business by broadening its service offering through the
acquisition of complementary legal and consultancy service businesses. A broader set of services create
additional channels to market, increase cross-sales potential, facilitate a more flexible sales model and
enhance client retention. To owners of target complementary professional services businesses Gateley
offers a platform for their continued growth, drawing upon Gateley’s established national office network
and supporting back-office infrastructure and access, via Gateley’s existing “sales force” of partners and
other lawyers, to Gateley’s existing client-base. Gateley will expand by:

o being well positioned, as a result of its more flexible corporate structure, to take advantage of
anticipated consolidation within the UK legal services industry

e acquiring legal teams or firms offering new niche services, sector specialism, or an opportunity to
enter new geographic markets deemed strategic

e acquiring complementary professional services businesses (facilitated by the Group’s alternative
business structure)

Incentivisation

Gateley operates a range of employee share schemes that ensure all staff can acquire shares and
participate in the financial success of our business.

The aim of encouraging earlier and widespread equity ownership in the business is to attract, retain and
motivate talent and to ensure all employees can benefit from the Group's longer term success.

Overview for the year
See Finance Director’s report on pages 14 to 19 for a summary of key financial highlights during the year.

Management uses a number of financial and Non-GAAP alternative performance measures to assess the
performance of the Group which are detailed below.

Financial Measures
e Revenue up 6.1% (2019: 20.2%) to £109.8m (2019: £103.5 m)
e Profit before tax down 7.5% (2019: up 8.9%) to £14.8m (2019: £15.9m)
e Profit after tax down 10.0% (2019: up 10.6%) to £11.7m (2019: £13.0m)
e  Operating profit margin 14% (2019: 15.4%) — Operating profit as a percentage of revenue
e Basic Earnings per share (EPS) down 12.6% (2019: up 7.3%) to 10.34p (2019: 11.83p)
e Total dividend declared down 100% to nil (2019: up 14.3% to 8.0p)
Alternative Performance Measures (APMs)

o Operating profit before non-underlying charges up 3.9% to 18.7m (2019: £18.0m). Operating
profit before non-underlying charges excludes income or expenses that relate to amortisation,
share based payment charges and non-underlying and exceptional items, see reconciliation on
page 16. This measure is used as it removes the impact of non-cash items charged to the income
statement, giving a more representative view of the Group's performance for the year.

e Operating profit margin before non-underlying charges 17% (2019: 17.4%) — Operating profit
before non-underlying charges as a percentage of revenue
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e Revenue per pound of salary cost £1.73 (2019: £1.65): Employees are the driving force behind
revenue earned and also the largest operating expense within the Group. Therefore this measure
is vital in monitoring the ratio between the two.

¢ Revenue days 102 (2019: 100): This measure expresses year end trade receivables (excluding
unbilled disbursements and expenses) as the number of preceding days' gross revenue. The
measure is used to monitor the cash generation and working capital cycles of the business with
the view to minimise the average days taken to collect revenue once it is billed.

e Utilisation 80% (2019: 85%): Utilisation represents an average of the total hours billed as a
percentage of total budgeted hours for each employee. The measure is used by management to
ensure efficient people management across the various segments and an early indication of
group activity levels.

o Gearing ratio 8.5% (2019: 20.0%): This ratio shows the proportion of total debt to total equity
within the business. The business monitors this ratio to ensure that the liquidity and funding of the
business continues to fall in line with its overall strategy to maintain a low level of gearing.

e Netdebt £0.9m (2019: £3.2m): Net debt is calculated by subtracting the cash balance from the
amount of other interest-bearing loans and borrowings. The measure is used to monitor the level
of debt within the Group and ensure that this remains in line with the adopted business strategy.

Earnings per share (EPS)

Basic EPS was 10.34p (2019: 11.83p). Diluted EPS was 10.14p (2018: 11.61p). Adjusted, fully diluted
EPS was 12.45p (2019: 13.15p).

Cash flow generated and net debt position

Net cash generated from operating activities was £12.5m (2019: £12.1m).
The Group's net debt position as at 30 April 2020 was £0.9m (2019: £3.2m).
Going concern

The Group’s business activities, together with the factors likely to affect its future development,
performance and position, are set out in the Finance Directors review, together with the financial position
of the Group, its cash flows, liquidity position and borrowing facilities including projected compliance with
covenants. Financial projections have been prepared to April 2022 which show positive earnings and
cash flow generation and projected compliance with banking covenants at each testing date. The
COVID-19 situation has created an unprecedented and constantly changing challenge to all businesses.
The process of monitoring the impact of the pandemic on the Group’s financial performance and liquidity
is ongoing. The Group has applied sensitivities informed by the performance of the group since the onset
of the pandemic, including the Group's time recording activity, fee generation and cash collections from
March 2020 and July 2020 into its current financial projections based on' various downside scenarios to
illustrate the potential impact from a loss of utilisation in the Group’s personnel during home working, a
loss of capacity from staff being unable to work due to sickness, a reduction in client activity by service
line and business segment and constraints in the Group’s ability to grow headcount or onboard new
clients during 2020, 2021 and 2022 outside of those already contracted.

22



Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Strategic report (continued)

Going concern (continued)

This process included a reverse ‘stress test’ used to inform downside testing which identified the break
point in the Group's liquidity. Whilst the sensitivities applied do show an expected downside impact on the
group's financial performance in future periods, in all scenarios modelled the Board have identified the
appropriate mitigating actions in order for the Group to maintain a robust balance sheet and liquidity
position. In addition, the Board have also considered mitigating actions such as lower capital
expenditure, reductions in personnel and overhead expenditure and other short-term cash management
activities within the Group’s control as part of their assessment of going concern.

Furthermore, as an extra safeguard to support the Group’s liquidity position in light of the ongoing
pandemic the Board has worked closely with its supportive banks in order to find the right balance
between overdraft and term loan facility levels rather than seek restrictive term loan facilities available
under government coronavirus large business interruption loan schemes. As at 30 April 2020 the Group
moved swiftly to review its short-term borrowing needs which it increased from £12m to £20m due to the
uncertainty of the impact of Covid-19. Subsequently, the Group has now agreed to gradually reduce its
total overdraft facilities with effect from 1 September 2020 from £20m down to £10m, together with its
term loan facility of £3.1m which remains in place. Total overdraft facilities available will reduce down to
more historic levels of £16m on 28 February 2021 and then finally to £10m on 30 April 2021 and remain
at that level until 30 September 2021. The Group is seeking to provide longer term certainty by increasing
its term loan facilities from £3.1m at 30 April 2020 up to £10m which it aims to have in place by 31
October 2020.

The Group expects to be able to operate within the Group’s financing facilities and in accordance with the
covenants set out in all available facility agreements. Accordingly, the Directors have a reasonable
expectation that the Company and the Group have adequate resources to continue in operational
existence for the foreseeable future and they have adopted the going concern basis of accounting in
preparing the annual Group financial statements.
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The Board monitors both existing and emerging risks. The operational Risk Committee also meets
regularly to assess the state of identified risks and ensure the risk register is complete and up to date.
Many of the risks faced by the Group are similar to those risks faced by any business but those
considered to be key risks for the Group are detailed below. Due to the nature of the business and the
markets in which it operates, many of the risks it faces are ongoing, proving relevant to more than one
single year.

Potential Risk

Details of Risk

Mitigating Factors

Economic
impact of
COVID 19
Pandemic

At the time of writing the COVID-19 pandemic has
created an unprecedented and constantly changing
chatllenge to all businesses with no clear end point.

Whilst Gateley has a relatively low risk, high visibility
business model, which is adaptable to homeworking,
we believe the risks to the Group posed by the
COVID-19 pandemic are as follows:

Liquidity risk

+ Elements of the potential disruption could impact
the Group’s ability to convert unbilled time into fees
as client activity is affected by the pandemic which
could slow down collection of cash as forecast.

« Slow-down in business development activity may
reduce future forecast cash flow, however this would
likely be mitigated by a slow-down in recruitment
activity.

Risk of loss of efficiency

+ The short-term disruption of moving people from 11
offices to working from home

+ Lower productivity at home due to poorer
connectivity, less communication between team
members and possible family distractions

« Initial disruption impacting clients causing delays in
concluding ongoing work due to change in their
working practices

Risk of loss of projected capacity

» Team members being incapacitated or having to
care for other family members

« The slow-down in recruitment which is likely to be
partially offset by lower attrition

* We may also lose capacity when we revert back to
office working which is likely to be on a phased basis
« Risk in winning and mobilising new projects

+ Cancelled promotional events and no face to face
meetings with clients may cause a decrease in
instructions although this is mitigated by strong
personal relationships and the use of web based
communication channels

The Group considers that it is well positioned to
withstand the effects of the COVID 19 pandemic
and any resultant downturn. This assessment is
made by the virtue of the broad-based nature of
the Group’s activities; comprising legal and non-
legal services delivered to a diverse well spread
client base. The balance between transactional
services and litigation services effectively
hedges the position of the business and whilst
lockdown restrictions initially impacted clients
the gradual return to working environments has
eased this impact.

The Group has already taken steps to preserve
the liquidity of the business including cancelling
the interim dividend, cancelling bonuses,
freezing pay, reducing non-essential expenditure
and taking advantage of Government initiatives
to ensure it conserves cash until greater
certainty of the medium to long term impact of
the pandemic is known.

The company remains confident that further
mitigating actions are available alongside
alternative sources of funding should more
drastic steps need to be taken.

In the first quarter post the financial year end the
reduction on efficiency was minimal and staff
have adapted exceptionally well to home
working. Our Learning and Development and IT
teams have been extremely active in ensuring
staff are supported in the use of IT and the new
ways of working whilst our Business
Development team have expanded the use of
social media and webinar platforms to reach out
to existing and new clients in order to protect
against any decline in client activity.
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Mitigating Factors

Economic
impact of
COVID 19
Pandemic
(continued)

Economic
impact of
‘Brexit’

» Some clients and sectors slowing down due to
social distancing and government restrictions in
contracting new projects

« Practical challenges in planning and starting

projects that have historically used physical presence

in areas such a Human Capital consultancy or land
and building inspections.

Risk in IT & security

* A possible breach of IT security through remote
working, although significant groundwork has been
put in place by the business over a number of years
to mitigate this risk

Chance: High
Impact: High
Change in risk: New risk

The United Kingdom stopped being a member of the
European Union on 31 January 2020 with minimal
impact on the economy. However, with an exit
agreement to be finalised the impact of Brexit
continues to be unclear.

Chance: Undetermined
Impact: Medium
Change in Risk: No change

The Group considers that it is well positioned to
withstand an economic down-turn that may
result from Brexit. This assessment is made by
the virtue of the broad-based nature of the
Group’s activities; comprising legal and non-
legal services delivered to a diverse client-base.
The balance between transactional services and
litigation services effectively hedges the position
of the business. Further to this the Group
believes that regardless of the outcome of
Brexit, English Law will remain one of, if not the
pre-eminent legal code, protecting demand for
UK legal services even in economically
challenging times.

25



Strategic report (continued)

Principal risks and uncertainties (continued)

Potential Risk

Details of Risk

Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Mitigating Factors

Reputation

Operational & IT
risk

The success of the Group’s business depends on
the maintenance of good client relationships and
its reputation for providing high-quality
professional services. If a client's expectations are
not met, or if the business is involved in litigation
or claims relating to its performance in a particular
matter, the Group’s reputation could be
significantly damaged.

The Group's reputation could also be damaged
through Gateley’s involvement (as an adviser or
as a litigant) in high-profile or unpopular legal
proceedings. The Group may be required to incur
significant reputational and financial harm if such
litigation is successful or if there is negative press
coverage.

The Group regards its brand names, trademarks,

domain names, trade secrets and similar intellectual

property as important to its success. Its businesses
have been developed with a strong emphasis on
branding. Should the brand name of Gateley be
damaged in any way or lose market appeal, the
Group's businesses could be adversely impacted.

Chance: Medium
Impact: High
Change in risk: No change

The Group places significant reliance on its IT
systems, any loss of these facilities or provisions
would have a serious impact on the Group's
operations. Due to the nature of this risk no
assurances can be given that all such risks will be
adequately covered by its existing systems.

The Group is in the process of transitioning to a
new practice management system (“PMS”). With
any transition of this nature there is a risk to data
retention and integrity as well as business
continuity. '

Chance: Medium
Impact: High
Change in risk: No change

The Group constantly endeavours to maintain its
reputation as a provider of client focussed
commercial advice and has adopted internal
management processes and training
programmes to support this. Its legal services
are Lexcel accredited (the SRA’s quality
standard). These standards are applied across
the non-legal parts of the business where
applicable.

New clients and matters go through an internal
acceptance process that includes a
comprehensive risk assessment. This includes
consideration of potential impact on the Group's
integrity and reputation of each engagement.

While the Group will use all reasonable
endeavours to protect its intellectual property
rights should this be required, it may not be able
to prevent any unauthorised use or disclosure of
its intellectual property having an adverse effect
on operating, marketing and financial
performance of the Group.

The Group monitors the resilience of its
information systems and other facilities on an
ongoing basis, working with external partners to
support the delivery of its internal and client
facing IT provision.

The Group has in place a business continuity
plan that is reviewed as appropriate.

The Group, and external partners assisting in
the development and implementation of the new
system have performed risk assessment
procedures and believe that adequate
safeguards are in place to minimise the risk of
loss or disruption to the business.
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Mitigating Factors

Cyber Risk

Professional liability
and uninsured risks

Due to the nature of the Group’s business
and its reliance on IT platforms, the Group
is susceptible to cyber risks. This risk
continues to increase within the legal and
other professional services sectors. The
risk relates primarily to the malicious
hacking of the Group’s and client data or
ransom attacks.

Chance: Medium

Impact: High

Change in risk: This risk continues to
increase as demonstrated by the regular
reporting of attacks experienced by other
businesses.

The Group provides professional services,
predominantly legal advice. Like all
providers of professional services, it is
susceptible to potential liability from
negligence, breach of client contract and
other claims by clients. The professional
indemnity insurance held by the Group may
not be adequate to indemnify the Group for
all liability that may be incurred (or loss
which may be suffered). Any liability or legal
defence expenses that are not covered by
insurance or are in excess of the insurance
coverage could have a materially adverse
effect on the Group’s business and financial
condition.

Chance: Low
Impact: Medium
Change in risk: No change

The Group and the Risk Committee are aware of
the increasing cyber risk and have an ongoing
programme to implement controls and
procedures to mitigate this risk.

The Group regularly reviews its security
arrangements, including regular third party
penetration tests, in order to identify and
subsequently address weaknesses within the
current systems.

The Group is advised by market leading
insurance brokers and the Directors believe that
it holds comprehensive professional liability
insurance. Any claims are defended strongly by
senior members of the business at all stages
and external advice is sought where appropriate.
The Group works hard to ensure its employees
provide excellent advice and services to its
clients, underpinned by quality processes and
bespoke training programmes. In the opinion of
the Directors the Group has a good claims
history.
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Mitigating Factors

Regulatory Compliance

Employees

The Group, like all businesses, is subject
to a range of regulations, for example; AIM
Rules and the Solicitors Regulation
Authority’s (“SRA”) Code of Conduct.
Failure to comply with these could have
significant implications for the business
ranging from reputational damage to
criminal prosecution and sentencing. The
Group operates in a regulated market
which imposes additional regulation,
including Restrictions on holdings of 10%
or more under the Legal Services Act
2007. This Act dictates that should any
non-deemed approved lawyer acquire
restricted interest (a share holding of 10%
or more) in Gateley Pic, (which is an SRA
Licenced Body) without having SRA prior
consent, this would be treated as a
criminal offence. The SRA also has the
power to force the divestment of any
shareholding that breaches the rule or
revoke the Licenced Body status of
Gateley Plc which would have a serious
effect on the Group.

The SRA also regulates the use of
disclosure of client information. The Group
is exposed to the risk of employees
engaging in misconduct, including the
improper use or disclosure of confidential
client information. Employee misconduct
could result in considerable harm to the
Group's reputation, as well as regulatory
sanctions and financial damage.

Chance: Low
Impact: Medium
Change in risk: No change

Well trained and experienced employees
are essential for the delivery of excellent
professional services. The market for such
employees remains competitive and the
loss of or failure to recruit and retain such
employees could impact on the Group'’s
ability to deliver professional services and
financial performance.

The Directors are in a dialogue with the SRA to
minimise such risk and as far as they are able,
ensure that this particular regulation is made
known to shareholders.

Staff are trained and reminded of these duties
and file management processes are in place to
mitigate this risk but it cannot be removed in
full.

Recruitment is led by senior members of the
business with all professional staff being
interviewed by partners and senior managers.

Remuneration arrangements include a range
of benefits and are considered to be highly
competitive.

Employee contracts include appropriate
provisions to protect the business where
possible.
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Mitigating Factors

Employees (continued)

Acquisition risk

A failure to implement effective succession

planning throughout the business could also

adversely affect financial performance.

The geographical spread of management
and the development of new offices and
operations could compromise effective
communication and responsiveness
impacting the Group's strategic goals.

Chance: Medium
Impact: High
Change in risk: No change

The Group's strategy is for growth, both
organically and by acquisition. Acquisitions
may not always realise the benefits
expected at the time of completion.

A failure to successfully integrate
acquisitions may impact on Group
profitability.

The availability of viable acquisition
opportunities may decrease.

Chance: Low
Impact: Medium
Change in risk: No change

A comprehensive training programme is in place
for all staff providing management, leadership,
technical and skills training.

The Board and the Boards of the subsidiary
companies are responsible for the
implementation of succession plans for each of
the businesses and investment continues to be
made in the recruitment of appropriate staff
where required.

Use of internal communications systems are
continuously reviewed and developed to meet
staff needs. :

The Group has a vision statement which sets
out the core values and behaviours expected of
staff.

The Group will consider complementary and
earnings enhancing acquisitions as part of its
overall growth strategy. Acquisitions may not
always realise the benefits expected at the time
of completion.

Integration plans are formulated as part of the
acquisition process and executed in anticipation
of and following acquisition as appropriate.

The Board considers that the recent
consolidation within the professional services
market will continue and that as a result there
will be continuing availability of businesses for
acquisition.

Management have considered the principal risks and uncertainties faced by the Group and have added
this year the risk of COVID-19 on the business.

Section 172(1) Statement

The Board consider that they have acted in the way most likely to promote the success of the Group for
the benefit of its members. In doing so the Directors have paid regards to key stakeholders and other
matters set out in s172(1) of the Act when making decisions in the year, including:

- likely consequences of any decisions in the long term;

- interests of the Group’s employees;

- need to foster the Group’s business relationships with clients, suppliers, and others;

- impact of the Group’s operations on the community and environment;

- Group’s reputation for high standards of business conduct; and

- need to act fairly as between members of the Group.
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Section 172(1) Statement (continueqd)

The disclosures set out below are some examples of how the Directors have had regard to the matters

set out in Section 172(1)(a) to (f) when discharging their section 172 duties and the effect of that on
certain of the decisions taken by them. More detail on how our Board operates can be found in the
Governance Report on pages 43 to 57. lllustrations of how section 172 factors have been applied by the

Board can be found throughout the Strategic Report. For example, for details on how we have considered

the impact of the Company's operations on the environment are detailed below. Details of stakeholder

engagement, including clients and employees, can be found under Principle 3 of the Corporate
Governance Statement, see pages 46 to 47.

Board decision
made in the year

Application of s.172

Strategy:
Acquisition of
businesses during
the year

Gateley (Holdings) Plc has made several acquisitions in the year. During the
Boards consideration of each acquisition management presented its due
diligence findings. The Board considered how each acquisition would fit in with
the culture of the business and the long-term value creation strategy of the
wider Group. In each case the acquired business demonstrated its alignment
with the Gateley ethos and strong potential for growth.

Strategy:
Cancellation of
dividend

In response to the economic uncertainty resulting from the COVID19 pandemic
the Board made the decision to cancel the interim dividend due to
shareholders, with no final dividend being declared. In reaching this decision
the Board considered all key stakeholders including shareholders, employees
and creditors. The Board considered it appropriate to preserve cash reserves
to ensure the continued ability to pay suppliers and employees in the event of
an economic downturn.

Governance:
Appointment of Rod
Waldie as CEO

The Board is committed to ensuring that it possesses the right balance of skills,
experience and knowledge to perform its duties effectively and deliver strong
continued growth. The Board has planned for the succession of Michael Ward
as CEO over a number of years and implemented a gradual and handover to
Rod. In selecting Rod the Board considered the existing skillset and
experience of internal and external candidates, individually and as a whole,
and the culture of the Group. On 1 May 2020 Rod Waldie was appointed as
CEO of the Group.

Finance: Approval
of 2020/21 budget

The Group’s business plan is to drive sustainable growth in the long term,
which is in the interest of all stakeholders. The Board have paid close
consideration to this objective in establishing and approving the 2021 year end
budget. In the current economic climate this has involved close monitoring of
the impact of COVID19 on each sector in which the Group operates, ensuring
no over reliance on a single market or client; ensuring the Group is best placed
to continue delivering a high standard of client service through evolving to the

‘new way of working and increasing focus on minimising our environmental

impact.
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Environmental actions statement

The Board believes good environmental practices, such as the recycling of paper waste and conservation
of energy usage, will support its strategy by enhancing the reputation of the Group. However, due to the
nature of its business generally, the Group does not have a significant environmental impact.

UK energy consumption and Greenhouse Gas disclosure

The Companies Act 2006 (Strategic Report and Directors' Report) Regulation 2018 requires Gateley
(Holdings) Plc to disclose annual UK energy consumption and Greenhouse Gas (GHG) emissions from
SECR regulated sources. Energy and GHGemissions have been independently calculated by Briar
Associates Energy and Environmental consulting engineers.

Reported energy and GHG emissions data is compliant with SECR requirements and has been
calculated in accordance with the GHG Protocol and SECR guidelines. Energy and GHG emissions are
reported from buildings and transport where operational control is held —this includes electricity, natural
gas, and business travel in company-owned or grey-fleet vehicles. The table below details the regulated
SECR energy and GHG emission sources for the current reporting period 1 May 2019 to 30 April 2020
and details a comparison against last year 1 May 2018 to 30 April 2019.

2020 2019 Change

Energy (mWh)

Natural Gas 1,313 1,285 2.18%

Electricity 5,020 5,171 (2.92)%

Transport 31 298 4.36%
Total energy (mWh) 6,644 6,754 (1.63)%
Emissions (tCO2e)

Natural Gas . 241 236 2.12%

Electricity _ 1,421 1,464 (2.94)%
Total SECR emissions 1,662 1,700 (2.24)%
Intensity metric
£m turnover 109.8 103.5 6.1%
tCO2e per £m of turnover ' 15.1 16.4 (7.93)%

Gateley (Holdings) Plc is committed to reducing its environmental impact and contribution to climate
change. During the reporting period, detailed building and transport energy audits were commissioned
through Briar Associates Energy and Environmental consulting engineers to identify potential energy-
saving opportunities.

While the opportunities identified are not significant, Gateley (Holdings) Plc takes its impact on the
environment seriously and has since identified an Energy Manager to review environmental initiatives as
appropriate, beginning with the creation of an energy-saving action plan to identify areas of the business
where energy can be saved and implement measures and strategies to achieve these savings.

Data records and methodology

Metered mWh consumption taken from supplier or landlord invoices is reported where possible. An
exception to this is the energy consumption at our London premises, which has been calculated using
manual meter readings. Where no data was available, energy consumption has been estimated against
CIBSEindustry benchmarks from CIBSEGuide F. Equivalent GHGemissions have been calculated using
conversion factors published by BEISin 2019 and reported using both location and market-based
methods.
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Environment actions statement (continued)

Transport emissions have been calculated based on mileage expense claim records, applying the
average UK split between petrol and diese! vehicles to estimate relative fuel usage. Mileage per fuel type
was converted into equivalent GHGemissions using the most recent emissions factors published by
BEISin 2019, and then divided by the gross Calorific Value to deduce kWh consumption.

Social matters

We believe that running a profitable and growing business, which creates jobs and contributes to the
economic success of the areas in which it operates, is a platform for good corporate social responsibility.
We have a long-standing commitment to support our staff in engaging with their local communities and
charities. This social awareness is present throughout the business, from our employees to our clients,
our professional connections and the suppliers we use. Our continued contribution through the
commitment of our people continues to improve lives and build communities.

Sustainability

To deliver strong, sustainable shareholder returns over the long-term the operation of a profitable
business is a priority and that means investing for growth. To achieve this, the Group recognises that it
needs to operate in a sustainable manner and therefore has adopted core principles to its business
operations which provide a framework for both managing risk and maintaining its position as a good
‘corporate citizen’.

Charities and communities

We have a high level of engagement within our local communities. Each year, we sponsor business,
sports and community awards. Our business has benefited greatly from winning numerous awards and
we feel it's right to help other businesses reap the rewards of such accolades. In addition, we sponsor a
variety of local clubs, -business and sports related events across the country. We believe this brings many
benefits to the local community and beyond. Our staff vote annually to choose a national and local office
charity to support throughout the year with fund raising activities engaging staff, clients and communities
in a number of enjoyable events.

Developing our people

The Group continues to create opportunities for staff at all levels of the Group. We have a strong track
record as an employer of choice in the provision of legal graduate traineeships and apprenticeship
schemes highlighting the firm’s motivation to ‘grow our own’. Trainees work alongside qualified
professionals in completing a period of recognised training (often known as a training contract) giving
individuals supervised experience in legal practice. This is the final stage of the process of qualification as
a solicitor where they refine and develop their professional skills.

As an employer of non-lawyer consultancies and our trusted and valuable support staff we offer both
internal and external routes to qualifications within their chosen sector and expertise.

In order to oversee our people development we have a dedicated internal training team on hand with soft

skills and professional course guidance to enhance staff careers and upskill our staff at all levels
throughout the year.
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Diversity and inclusion

We are an equal opportunities employer and it is our policy to 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.

Unity - Unity recognises, celebrates and supports employees from ali different cultures, religions,
backgrounds and those with disabilities. Our Unity network Group will look to highlight and celebrate
events across all our offices to ensure we have an environment where all employees have room to
breathe and feel comfortable bringing their full selves to work.

Thrive — Our Thrive network group supports the health and wellbeing of all employees to promote high
levels of performance both physically and mentally across the group. The Thrive committee runs a series
of events and training programmes throughout the year to raise awareness and to inspire our people to
take care of themselves and those around them.

Inspire - Our Inspire network group has been set up to nurture, develop and provide support to all of our
. talent with a particular focus on career milestones and enabling our people to carve the careers they want
successfully.

. Pride - The Gateley Pride network group is here to provide a welcoming, supportive, safe and confidential
space for staff affected by sexual orientation and gender identity issues to share experiences, ideas or
concern.

Modern slavery

Gateley (Holdings) Plc is committed to preventing acts of modern slavery and human trafficking from
occurring within its business and supply chain, and expects its suppliers to adopt the same high
standards. As part of our commitment to combating modern slavery, the directors have approved the
adoption and implementation of a specific modern slavery policy. We expect all of our suppliers to adhere
to our Anti-Slavery Policy and will not tolerate slavery and human trafficking within our supply chains.

Gateley (Holdings) Plc's slavery and human trafficking statement, made in accordance with section 54(1)
of the Modern Slavery Act 2015 can be found on its website, www.gateleyplc.com.

Anti-bribery policy

We value our reputation for ethical behaviour and upholding the utmost integrity and we comply with the
FCA's clients’ best interests rule. We understand that in addition to the criminality of bribery and
corruption, any such crime would also have an adverse effect on our reputation and integrity. Gateley
(Holdings) Plc has a zero tolerance approach to bribery and corruption and we ensure all our employees
and suppliers are adequately trained to limit our exposure to bribery by:

- Setting out clear anti-bribery and corruption policies;

- Providing mandatory training to all employees;

- Encouraging our employees to be vigilant and report any suspected cases of bribery in
accordance with the specified procedures; and

- Escalating and investigating instances of suspected bribery and assisting the police or other
appropriate authorities in their investigations.

Gender pay reporting

The Equality Act 2010 (Gender Pay Gap Information) Regulations 2017 requires all employers with 250
or more employees in the UK to publish details of their gender pay gap. lts aim is to achieve greater
transparency about gender pay difference. The analysis is based on data as at 5 April of each year and
shows the differences in the average pay between men and women. The Group has submltted its data on
gender pay to the government and published these details on our website.
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Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the
aptitudes of the applicant concerned. In the event of members of staff becoming disabled, every effort is
made to ensure that their employment within the Group continues and that appropriate training is
arranged. It is the policy of the Group that the training, career development and promotion of disabled
persons should, as far as possible, be identical with that of other employees.

Employee consultation

The Group places considerable value on the involvement of its employees and has continued to keep
them informed regularly on matters directly affecting them and group wide developments. This is
achieved through informal discussions between management and other employees at a local level after
Board meetings which are held across our office network, in annual briefing presentations to each office -
location and through the formation of committees and Boards at different levels across the Group
together with an active social events calendar. The Group further encourages employee involvement in
the performance of the business through participation in share schemes, including the SAYE and CSOPs
schemes. Our internal digital communication platform, refreshed in 2019, is now a hub of activity and
communication across the Group and used extensively for social interaction as well as internal training,
policy updates, cross selling activity and recent successes from around the Group.

Political donations
The Group made no political donations in the year (2019: £nil).

Approval

The strategic report contains certain forward-looking statements, which are made by the Directors in good
faith based on the information available to them at the time of their approval of this annual report.
Statements contained within the strategic report should be treated with some caution due to the inherent
uncertainties (including but not limited to those arising from economic, regulatory and business risk
factors) underlying any such forward-looking statements. The strategic report has been prepared by
Gateley (Holdings) Plc to provide information to its shareholders and should not be relied upon for any
other purpose.

Pages 20 to 34 constitute the strategic report, which has been approved by the Board of Directors and
signed on its behalf by:

P

Neil Smith
Finance Director
28 September 2020
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Report on remuneration: voluntary disclosure

The Board submits its Directors’ remuneration report for the year ended 30 April 2020. Although not
subject to the reporting regulations of fully listed companies in the UK, the Board believes this disclosure
is key to the readers understanding of the business. The Remuneration Committee has taken account of
these regulations in the preparation of this report. This report sets out:

e adescription of how the Committee operates.

e a summary of the Directors’ remuneration policy — setting out the parameters within which the
remuneration arrangements for Directors operate; and

« details of the remuneration paid to the Directors for the year under review.
The Committee

The Committee is appointed by the Board and is formed entirely of Non-executive Directors. The
Committee is chaired by Suzanne Thompson; other members of the Committee are Nigel Payne and
Joanne Lake.

The Committee meets formally at least twice a year and has responsibility for setting the Group’s general
policy on remuneration and also specific packages for individual Directors including those that comprise
the Strategic Board. The Committee is also responsible for structuring Non-executive Director pay, which
is subject to approval of all independent Directors and oversight from the Plc Board including the
Executive Directors. The Committee receives internal advice from Executive Directors and external
advice from remuneration consultants where necessary. The Committee also makes recommendations
to the Board concerning the allocation of long term incentive awards to senior management. The
Committee's terms of reference are available for public inspection on request.

Other members of the Board of Directors are invited to attend meetings when appropriate, but no Director
is present when his or her remuneration is discussed.

Deloitte LLP continues to act as advisors to the Committee. Deloitte LLP is a founding member of the
Remuneration Consultants Group and voluntarily operates under the Code of Conduct in relation to
executive remuneration consulting in the UK.

Activities during the year

The main activities undertaken by the Committee during the year included:

implementing a new long term incentive plan and granting awards under the plan.
determining salary increases and incentive outcomes for the Executive Directors.

o setting the remuneration arrangements for the new CEO, Rod Waldie, who was appointed to the
position with effect from 1 May 2020.

Remuneration policy

The remuneration policy is designed to support an effective pay-for-performance culture which enables
the Group to attract, retain and motivate Executive Directors and senior management with the necessary
experience and expertise to deliver the Group's objectives and strategy.

A new long term incentive plan (LTIP) was introduced during the year to replace the previous Stock
Appreciation Rights Scheme (SARs). Whilst the initial issue of LTIP’s under the new scheme in February
was subsequently cancelled, a new issue was made post year end in July 2020.

The Committee considers that the new LTIP structure:

« appropriately incentivises the Executive Directors and senior management to deliver value creation
over the longer term.

« aligns the interests of the Executive Directors and senior management with those of shareholders.

+ is asimpler arrangement to communicate to stakeholders compared to the previous Stock Appreciation
Rights Scheme. i

« provides a clear line of sight for Executive Directors and senior management.

+ enables the Committee to manage share plans dilution levels more effectively.
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Remuneration policy (continued)

The table below summarises the key elements of the Executive Directors’ remuneration package.

Element, purpose and operation Opportunity and performance measures

Base salary

Reviewed on an annual basis with any It is proposed that appropriate salary increases will
increases normally becoming effective from the | be awarded to provide alignment with the market
start of the financial year. over time and so that levels reflect the

responsibilities of the role and the skills and
experience of the individual.

Bonus Merit pool

Designed to align participants’ interests with Each year, a pre-agreed percentage of pre-tax
shareholders and to incentivise participants to profits is allocated to the merit pool. The merit pool
perform at the highest levels. is distributed to participants based on their

. . individual performance during the year.
The bonus comprises a merit pool and a

performance pool. Performance pool

All Executive Directors participate in the merit A fixed sum is allocated to the performance pool
pool. NA Smith also participates in the based on the Group achieving budgeted
performance pool. performance. To the extent that budgeted

performance is not achieved, the size of the pool is
scaled back. The pool is capped at a
predetermined amount at the start of each year.
The pool is distributed to participants based on
their role, responsibility and contribution to the
long-term business strategy.
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Remuneration policy (continued)

Element, purpose and operation

Opportunity and performance measures

Long Term Incentive Plan (LTIP)

Designed to incentivise participants to
perform at the highest levels, and to deliver
genuine performance related pay, with clear
line of sight and direct alignment with
shareholder interests.

Executive Directors and selected senior
employees will participate in the LTIP as
determined by the Strategic Board and
approved by the Committee.

Awards will be granted in the form of nil-
cost or nominal-cost share options. Vesting
of awards is dependent on the achievement
of performance measures set by the
Committee, normally over a three year
performance period.

Awards will vest following the end of the
performance period once the Committee
has ratified the outcome of the performance
measures and will be exercisable for six
months following the vesting date.

The Committee has the right to apply malus
provisions to reduce, cancel or impose
further conditions on unvested awards in
specified circumstances.

Awards will normally be granted annually to
participants. Each year, the Committee will agree the
number of shares under option for each participant.

Performance measures are selected that reflect
underlying business performance.

Awards granted will be subject to an adjusted fully
diluted earnings per share performance measure.

Stock Appreciation Rights Scheme (SARs)

On admission, the Group introduced the
SAR Scheme to assist in the recruitment,
incentivisation and retention Executive
Directors and senior employees.

Under the rules of the SAR Scheme, share
options may be granted to participants
which normally become capable of exercise
from the third anniversary of the date of
grant until six months thereafter subject to
continued employment.

Of the Executive Directors, only NA Smith
participates in the SAR Scheme.

No further SARs have been granted since
October 2018 due to the introduction of the
new LTIP as detailed above.

On exercise, participants will receive the growth in
value of the share options between the date of grant
and the date of exercise in excess of the hurdle rate.

The hurdle rate is currently set at 115.765% of the
market value of the underlying shares on the date of
grant.
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Remuneration policy (continued)

Element, purpose and operation Opportunity and performance measures

Pension and benefits . . -
The Executive Directors have chosen not to participate

in a company funded pension scheme nor receive a
cash allowance in lieu thereof.

The Executive Directors do not receive any form of
taxable benefits other than private health scheme
benefits.

Orderly market agreement

The Group has introduced a new five-year orderly market agreement (the "New Agreement") with its
Partners (the "Locked-in Shareholders") which, inter alia, places certain restrictions on the sale of
ordinary shares in the Company ("Ordinary Shares").

The New Agreement became effective on 8 June 2020 following the expiry of the current lock-in
arrangements, which were put in place at the time of the Company's admission to AIM in June 2015 (the
"Admission").

Pursuant to the New Agreement, each Locked-in Shareholder and his/her associates, which include their
spouse and children under the age of 18 to whom any Ordinary Shares have been transferred
("Associates"), that held Ordinary Shares as at Admission will be restricted to selling a maximum of 10%
per annum of the aggregate number of the Ordinary Shares that they held on Admission for a period of
five years from 8 June 2020.
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Policy for the remuneration of employees more generally

The key principles of the remuneration policy for Executive Directors also apply to employees more
generally. In particular, senior employees may participate in the merit bonus pool, performance bonus
pool and LTIP, depending on their role and responsibilities and contribution to the business.

The Company also supports and encourages share ownership for all employees through the ail employee
Save As You Earn (SAYE) scheme and the Company Share Option Plan (CSOP). In owning shares,
employees are directly aligned with the interests of shareholders and are able to participate in the
dividend income that share ownership provides. 49.5% (2019: 53%) of the Group's issued share capital
was held by employees as at 30 April 2020.

Non-executive Directors’ fees

The Chairman of the Board and the other Non-executive Directors receive an annual fee for their
services, reflective of their level of responsibility, relevant experience and specialist knowledge. Non-
executive Directors are also reimbursed for appropriate travel expenses to and from board meetings.

Executive Directors’ service agreements and Non-executive Directors’ letters of appointment

The Executive Directors entered into service agreements on 1 June 2015. The service agreements
provide that their employment with the Company is on a rolling basis, subject to written notice being
served by either party of not less than six months. The service agreements contain provisions for early
termination in the event of a breach of a material term of the service agreement by the Executive Director
or where the Executive Director ceases to be a Director of the Company for any reason. The service
agreements also contain restrictive covenants for a period of 12 months following termination of
employment. No bonus is payable to the Executive Director if their employment terminates for any
reason or they are under notice of termination (whether given by the Company or the Executive Director)
at or prior to the date when the bonus is paid. All bonuses are payable within six months of the financial
year end.

The Non-executive Directors serve under letters of appointment. Nigel Payne and Joanne Lake were
originally appointed for an initial three year term on 8 June 2015 and both have signed new letters of
appointment for a second three year term which commenced on 26 September 2018. Suki Thompson
was appointed on 27 September 2017 for an initial three year term. The notice period required in the
letters of appointment for either party to terminate the appointment is at least three months. Each
agreement also contains provisions for early termination in the event of a serious or repeated breach of
the agreement by the Non-executive Director or where the Non-executive Director ceases to be a Director
of the Company for any reason.
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Summary of Directors’ remuneration for the year

The following table represents the Directors’' remuneration for the years ended 30 April 2020 and 30 April
2019:

Salaries Bonus Share Total | Salaries Bonus Share Total
and Options* 2020 |and fees Options** 2019
fees 000 £000 £000 £000 £'000 £'000 £000
£'000

Nigel Terrence Payne 40 - - 40 40 - - 40
Joanne Carolyn Lake 36 - - 36 36 - - 36
Suzanne Francis : 36 - - 36 36 - - 36

Alison Thompson :
Michael James Ward 260 - - 260 220 110 - 330
Peter Gareth Davies 225 - - 225 183 100 - 283
Neil Andrew Smith 190 - 43 233 175 90 99 364
787 - 43 830 690 300 99 1,089

* Includes SAR awards exercised during the year and £4,000 that represents the charge per share of options granted in the year to
30 April 2018 ’

** Includes SAR awards exercised during the year and £6,000 that represents the charge per share of options granted in the years
to 30 April 2017 and 30 April 2018

Salary increases for the year

Salary increases awarded during the year reflect the Committee’s intention for Executive remuneration to
be competitively positioned for the commencement of the 2021 financial year. Upon appointment to CEO
on 1 May 2020 the Remuneration Committee has agreed for R R Waldie to assume the same salary level
as M J Ward. R R Waldie's salary for the year to 30 April 2020 was £180,000 per annum with an
entitlement to the merit pool bonus.

Bonuses for the year

The Committee considered it appropriate not to award bonuses to Executive Directors for the year ended
30 April 2020 in light of the impact of the COVID-19 pandemic on underlying financial performance and to
help retain cash in the business.

Long term incentives vesting in respect of the year

Awards granted under the SAR Schemes that have vested and became capable of exercise during the
financial year are listed below. All awards below were issued to NA Smith.

Number of reference Exercise Share price usedto  Number of  Total value of
shares under the price! calculate gain on reference shares shares?
- 2016 SAR awards shares and number of issued
: shares to be issued
150,000 £1.39 £1.650 23,819 £39,301

1. Being the share price on the date of grant of £1.20 multiplied by the hurdle rate of 115.765%.

2. Based on the share price at the date on which beneficial ownership of the shares were transferred to
NA Smith following exercise of the SAR award.
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Long term incentives granted during the year
No awards were granted under the SAR Scheme during the year ended 30 April 2020.

Awards were granted to Executive Directors and selected senior employees under the LTIP on 24
February 2020 based on Earnings Per Share performance targets. The Committee subsequently agreed
to cancel the awards on the basis that the Earnings Per Share performance targets (measured over the
three year period ending 30 April 2022) were no longer considered achievable given the |mpact of the
COVID-19 pandemic. The fair value of the cancelled awards is deemed to be nil.

Long term incentives granted during the year commencing 1 May 2020

The Committee subsequently reassessed the long term incentives and new LTIP awards were granted on
22 July 2020.

The LTIP awards were granted to the same employees in the same proportions as the February 2020
LTIP grant. However, approximately 28% more awards were granted overall to enhance incentivisation
during the difficult and challenging economic conditions encountered due to the impact of the COVID-19
pandemic.

The awards are subject to an adjusted fully diluted earnings per share performance measure as
described in the table below. The targets are considered appropriately stretching taking into account the -
current economic environment.

Adjusted, fully diluted earnings per Share Compound Annual Amount Vesting %
Growth Rate (CAGR) over the three year period ending 30

April 2023

Below 5% 0%

5% . 25%
Between 5% and 10% : Straight line vesting
Above 10% A 100%

Adjusted fully diluted earnings per share is calculated based on Profit of the Group for the relevant financial
year before interest and tax adjusted to exclude the effect of:

¢ cost of amortisation and any impairment review of intangible assets and goodwill
o cost of IFRS 2 share-based payment charges relating to all share schemes

o cost and/or income from exceptional items

¢ the tax impact of adjustments above

LTIP awards granted on 24 February to NA Smith totalled 12,500 but were subsequently cancelled to be
replaced by awards totalling 15,974. No awards were granted to MJ Ward, PG Davies and RR Waldie as
they are deemed to be sufficiently incentivised by their existing shareholdings.

The Committee does not intend to grant further LTIP awards during the year.
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Directors’ Interests

Directors’ shareholdings at the year end were as follows:

10p ordinary shares 10p ordinary shares
Number of Percentage Number of Percentage
shares Holding shares Holding
At 30 April 2020 At 30 April 2019

Nigel Terrence Payne 70,918 0.06% 55,926 0.05%
Joanne Carolyn Lake 26,300 0.02% 26,300 0.02%
Suzanne Francis Alison Thompson|{ - 10,000 0.01% 10,000 0.01%
Michael James Ward 2,216,754 1.88% 2,466,754 2.23%
Peter Gareth Davies 2,215,739 1.88% 2,481,204 2.24%
Neil Andrew Smith 4 383,313 0.33% 480,846 - : 0.43%

Under the SAR Scheme, participants are entitled to shares equivalent to the growth in value above the
exercise price. The following Directors held share options under the SAR Scheme as at 30 April 2020:

Number of Date of grant Exercise price Eariiest exercise
reference shares at ' date
30 April 2020
Neil Andrew Smith ~ 100,000 3 October 2017 £1.83' 3 October 2020

1. Being the share price on the date of grant of £1.58 multiplied by the hurdle rate of 115.765%
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Corporate governance statement

The Group has chosen to apply the Quoted Companies Alliance (QCA) corporate governance code
following the recent changes to the AIM rules which require all AIM companies to comply with a
recognised corporate governance code. Details of the Group’s compliance with the code are set out
below.

Principle 1
Establish a strategy and business model which promote long-term value for shareholders

Business Description

The Gateley Group provides commercial legal services together with complementary non-legal
professional services including acting as independent trustees to pension schemes (via Entrust Pension
Limited), specialist tax incentive advice (via Gateley Capitus Limited), specialist property consultancy
advice (via Gateley Hamer Limited) and human capital consultancy services (via Kiddy & Partners Limited
and Global Mobility service lines).

The Group sells its services through 23 business lines, grouped into five operating segments. Dependent
on a client's requirements, any given mandate or assignment can involve more than one business line
with fee-earning staff being provided across one or more geographical office locations.

The Group's services are tailored to those required by local, regional and national clients and are
provided from nine offices across the UK and one in Dubai. Gateley also maintains informal, non-
exclusive, relationships with a number of law firms (30+) around the world, enabling it to provide clients
access to a global legal solution.

Strategy

Gateley became an Alternative Business Structure (“ABS”) with effect from 1 January 2014 and joined the
AIM market in June 2015. As Gateley enters its fifth year post Admission to AlM, the Board has re-
considered the growth strategy adopted at Admission and has concluded that the market for its services
.continues to support this strategy. :

Non-lawyers are permitted to own and invest in ABS law firms. The Board believes a combination of the
ABS structure and admission to trading on AIM provides a platform for the continued profitable growth
and future development of the business. It enables the business to DIFFERENTIATE itself from its
competition through an enhanced service-offering and (currently) unique career opportunity, to
DIVERSIFY its revenue streams through the acquisition of additional complementary legal and non-legal
‘professional services businesses and finally to INCENTIVISE its people offering wider and earlier
ownership to staff of a more modern, dynamic legal business.

The Group continues to pursue a strategy of:

e pursuing opportunities to grow Gateley organically

e making selective acquisitions, including (i) other legal firms which offer geographical expansion or
additional specialist services and (ii) professional service businesses offering complementary
services

o aligning the interests of shareholders (including employee shareholders) with those of the
business through share participation to support retention of staff and enhance our recruitment
appeal.
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Organic growth strategy

The UK legal services market continues to exhibit growth and clear opportunities exist for Gateley to
continue to differentiate its service offering and grow organically, in particular from:

¢ The retention of existing employees, working together to look after our clients’ businesses as if
they were our own

e Attracting new talent wishing to be part of a pioneering law-led professional services group

e Collaborative group-wide and cross service working

o Continued strengthening of our national network, offering a quality, value-for-money legal service
to mid-market clients in the markets in which they trade

e Continuing to build upon our straight talking mid-market corporate service offering

e Maintaining and building upon Gateley's bank panel representation and “own account” work for
banks

e Continuing to extend Gateley's relationships with the UK’s leading house builders and in
particular in those divisions and regions where Gateley does not currently act

e Securing further instructions from Pension trustees to act as independent trustee on large
schemes with deficits '

e Expansion of specialist areas such as regulatory and private client into other geographical areas

¢ Extension of the expertise in Guildford relating to the sale of UK developments to international
clients to other offices

¢ Development of our expertise and reputation for the provision surety and bond advice

e Establishing a market leading human capital service offering to advise clients moving employees
across international borders.

Over the last 12 months the total number of staff has continued to increase and is now approximately
1,131 at the date of this report. Recruitment has once again been active during the year at all levels as
18 apprentices joined in September 2019 to the continued recruitment of senior professionals (including
11 new laterally hired partners joining within the fegal business across offices and disciplines).

Acquisitive growth

Gateley believes that it can strengthen its business by broadening its offering through the acquisition of
complementary legal and non-legal, professional services businesses. A broader set of services creates
additional channels to market, increases sales potential, facilitates a more flexible sales model and
enhances client retention.

We provide an attractive platform for target businesses to support their continued growth by drawing upon
our established national office network and existing “sales force” of partners and other lawyers, and by
providing back-office infrastructure and access.
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Principle 1 (continued)

Since our Admission to AIM in 2015 we have acquired a number of non-legal businesses, Gateley
Capitus and Gateley Hamer (both specialist surveyor practices) and in the last 12 months, Kiddy &
Partners (human capital consultants specialising in assessment, talent management and leadership
development) and in the legal sector, GCL Solicitors. We have also strengthened our expertise in global
mobility services.

The Board will continue to seek to grow the group by:

o being well positioned, as a result of its more flexible corporate structure, to take advantage of
anticipated consolidation within the UK legal services industry

e acquiring legal teams or firms offering new niche services, sector specialism, or an opportunity to
enter new geographic markets deemed strategic )

e acquiring complementary professional services businesses (facilitated by the Group’s alternative
business structure).

Incentivisation

Gateley has introduced a range of employee share schemes that ensure all staff have the opportunity to
acquire shares and participate in the financial success of our business.

The aim of encouraging earlier and widespread equity ownership in the business is to attract, retain and
motivate talent and to ensure all employees can benefit from the Group's longer term success.

Principle 2
Seek to understand and meet shareholder needs and expectations

The Board welcomes discussions with shareholders both formally and informally. Formal opportunities
include the annual general meeting and twice yearly investor presentations. Following the Annual
General Meeting and at other times during the year, the Directors are also available for informal
discussions should a shareholder wish.

Many shareholders are employees of the Group and this allows regular dialogue regarding the
expectations of those shareholders.

Throughout the year, the Chairman is in regular contact with institutional shareholders and the Group has
appointed an investor relations officer who seeks feedback on a regular basis from shareholders and
potential shareholders. Michael Ward (CEQ), Neil Smith (FD) and Nick Smith (partner) present to city
analysts and institutional investors following the interim and annual results announcements as well as on
an ad hoc basis (where requested by fund managers). The Group also encourages its brokers to interact
with shareholders and provide feedback from those discussions so that the Group can respond
accordingly. Shareholder communication is answered, where possible or appropriate, by Directors, the
Group's Financial PR advisors or the Group's brokers.

The Group supports the availability of independent third party research to ensure information is
disseminated effectively. The Group also pays for research to educate its shareholders to help keep all
its shareholders and potential shareholders informed on the Group’s positioning and prospects, which is
available on the Group’s website.

The Group also endeavours to maintain a dialogue and keep shareholders informed through its public
announcements and Group website. Gateley's website provides not only information specifically relevant
to investors (such as the Group’s annual report and accounts and investor presentations) but also
regarding the nature of the business itself with considerable detail regarding the services it provides and
the manner in which it carries on its business.

The Annual General Meeting of the Group, normally attended by all Directors, provides the Directors with
the opportunity to report to shareholders on current and proposed operations and developments, and also
enables shareholders to express their views of the Group’s business activities. Shareholders are
encouraged to attend and are invited to ask questions during the meeting and to meet with the Directors
after the formal proceedings have ended.

45



Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Corporate governance statement (continued)
Principle 2 (continued)

The Group has not historically announced the detailed results of shareholder voting to the market, all
resolutions having been passed on a show of hands at the meeting. Details of proxy votes lodged in
advance of the meeting are provided to shareholders by the Chairman at the meeting. The Board
proposes to announce the results going forward in accordance with recommended practice.

Principle 3

Take into account wider stakeholder and social responsibilities and their implications for long
term success

Stakeholder Relations

The Board recognises that the Group’s continued growth and long-term success is largely reliant on its
relations with its stakeholders, both internal (employees and shareholders) and external (clients,
regulators, shareholders, suppliers, business partners and advisors).

Internal stakeholders

As a professional service-led business, our employees are a key factor in delivering successful growth
and as such we support open and friendly dialogue throughout our workforce. We undertake employee
reviews and assessments to identify and assist employees with training and career progression. We aim
to keep our workforce informed on our progress for example holding regular discussions in each office
that are open to all levels of staff to attend. The Board meets senior executives and heads of
departments on a regular basis and through its reporting structures receives information on key clients
and supplier relationships at least monthly on an informal basis and more formally quarterly. The Group's
internal intranet system was the subject of significant development earlier this calendar year and provides
a responsive and interactive source of information relating to the business helping to keep employees
informed on key issues. Employees also participate in the Group’s share option scheme giving them a
stake in the Group’s long-term success. We conduct regular employee engagement surveys and use
these to inform many of our decisions, particular in relation to retention and recruitment.

We hold an annual state of the firm address in every office to share with all staff details of the prior year,
future activities and events of strategic significance. We publish a regular management cascade
information briefing which is communicated from the senior management team to all team leaders across
the business in order to share business activities and news.

The Chief Executive Officer (CEQ) and Chief Operations Officer (COQ) report to the Board on alt
regulatory matters and our Nominated Advisor is in regular dialogue with our Finance Director (FD) on
stock exchange regulatory matters to ensure that any market related regulatory concerns are raised with
the Board.

External stakeholders
The Group maintains a regular dialogue with its external stakeholders to drive business development.

Our clients and prospective clients are of course crucial to the growth and long-term success of the Group
and we believe in being a service-led business placing client care and interaction at the heart of our
business. We conduct regular client surveys and have introduced a client engagement programme
STELLAR, to better understand our clients’ experience of the service we provide. We only have a small
number of clients who benefit from this extra level of attention and support which is overseen by a
dedicated team of non-lawyers that are committed to enhancing the client experience and ensuring our
lawyers are delivering a stellar experience that meets — if not exceeds — our clients’ expectations.

We will deploy a number of client management tools and processes that we have developed from best
practice with other clients and within our industry including regular client listening in order to check
satisfaction throughout the client relationship.

We seek to build strong long term relationships with our suppliers working alongside them as business
partners for the benefit of all.

The Group works closely with its advisors to ensure it operates in accordance with the market regulations.
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The CEO and FD have regular meetings with the Group’s Relationship Manager at the Solicitors
Regulatory Authority (SRA), the organisation that oversees the regulation of the legal services sector.

Environment, Social and Governance (ESG) matters and Corporate Social Responsibility (CSR)

As a provider of legal and other professional services, the maintenance of the highest ethical standards is
core to our business and the services we provide to our clients. But the provision of client focussed
services does not come at the expense of the needs of the wider society and our environment. The
Board takes collective responsibility for ESG and CSR matters. Our policy is to support communities and
charities local to our offices but our activities also provide support to national and international
communities and charities. We constantly review our practices to better protect the environment and
have implemented processes for example to reduce, reuse and recycle materials wherever possible.

Many of these principles have been formalised and documented in both the staff handbook and our
compliance manual.

Where regulations have been introduced we have taken appropriate steps having for example policies
relating to Modern Slavery, Tax Avoidance and Bribery all supported by a Whistleblowing Policy. Our
annual Modern Slavery Act Statement is published on our website.

Principle 4

Embed effective risk management, considering both opportunities and threats, throughout the
organisation

By its very nature the Group is well placed to identify and manage risk. Its employees are predominantly
lawyers who have been professionally trained to be aware of risk and to respond accordingly. In addition
the business has adopted layers of formal risk management processes.

The Board understands the importance of managing its risks and the necessity to fulfil its compliance
obligations. This commitment is reflected in the seniority of people who are the members of our risk
related committees and who are appointed to the risk management roles within the business. These are
not simply nominated positions administered by others less senior; these functions are carried out in
person.

Whilst the Strategic Board considers the strategy and direction of the Group in conjunction with the PLC
Board, executives underneath our two main boards also sit on an Operations Board and our Risk
Committee. The Risk Committee includes three members of the Strategic Board, Michael Ward
CEO/Compliance Officer Legal Practice (“COLP"), Neil Smith FD/Compliance Officer Finance and
Administration (“COFA”) and Rod Waldie along with senior members of the business in key risk related
roles. The Risk Committee meets quarterly to consider the key risks of the business. The risks are
identified and assessed in accordance with the Group's Risk Policy which includes guidance on
categorising risks. All employees of the business are encouraged to raise any risk related items with the
Risk Committee for consideration. Risks are recorded in a risk register and reviewed at each meeting of
the Risk Committee if there has been no intervening event to require earlier review. The Risk Committee
considers each risk and determines whether it must be avoided, can be mitigated or will be tolerated.

Key risks currently identified by the business include compliance with applicable regulatory standards,
reputational risk, security of operational IT systems, the effective integration of acquired businesses and
the recruitment and retention of highly skilled staff. Each member of the Risk Committee works with other
specialist managers in the business (e.g. MLRO, Lexcel Officer, HR Director, IT Director, Head of
Learning & Development and Head of Facilities and IT) in relation to these risks and actions taken to

- monitor and manage these. These managers report monthly to our Operations Board where decisions
can be made and implemented as appropriate to manage our risks. After each of its meetings, the Risk
Committee reports to the Audit and Risk Committee who review and interrogate the risk register. Risk
items are included in the agenda for meetings of both the Audit and Risk Committee and the Board.
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The Audit and Risk Committee (see principle 5 for members and number of meetings) has introduced an
internal audit function within the organisation. Audits are being undertaken in relation to each area of risk
identified in the business and as the reports become available, consideration is given to the
recommendations of the auditors and actions agreed and implemented. This process has proved to be a
good example of the organisation’s appetite for continuous self-assessment and improvement.

The Audit and Risk Committee Report describes the internal control functions and the Committee has
reviewed and monitored the effectiveness of the internal controls for the year ended 30 April 2020
concluding that there was a satisfactory process in place to identify and manage such risks. It should be
noted that the Group'’s system of internal control is designed to manage, rather than eliminate, risk of
failure to achieve business objectives. It is recognised that such a system can only provide reasonable,
but not absolute, assurance against material misstatement or loss.

A comprehensive budgeting process is completed once a year and is reviewed and approved by the -
Board. The Group's results, compared with the budget, are reported to the Board on a monthly basis.

The Group maintains appropriate insurance cover in respect of actions taken against the Directors in the
course of their roles and in respect of material loss or claims against the Group. The insured values and
type of cover are comprehensively reviewed on a periodic basis.

Principle 5
Maintain the board as a well-functioning, balanced team led by the chair

The Group operates in complex and challenging areas and as such has put in place a senior
management structure that can best provide the strategic advice and leadership required. The senior
management structure consists of a PLC Board, a Strategic Board and an Operations Board.

The PLC Board contains a balance of Executive and Non-Executive Directors, including a Non-Executive
Chairman who is responsible for dealing with the strategic direction and long-term success of the Group.
The Board notes that the Company Secretary is not independent. The Board meets at regular intervals
throughout the year and at any other time deemed necessary for the good management of the business.
Meetings are held in the Group's offices on a rotating basis.

Gateley has a diverse board with the Directors bringing varied experience gained from working within a
range of sectors.

There are six Directors on the PLC Board, three independent Non-Executive Directors and three
Executive Directors. The Non-Executive Chairman of the Board is Nigel Payne with Joanne Lake being
the Senior Independent Director.

There are three committees of the Board whose members comprise the Non-Executive Directors:

) the Audit and Risk Committee, chaired by Joanne Lake;
o the Remuneration Committee chaired by Suzanne Thompson; and
) the Nominations Committee chaired by Nigel Payne.

The members of the Board invite the Executive Directors to attend Committee meetings when
appropriate. Where relevant to the subject matter of the meetings of the Board and the Committees,
experts from within the business are invited to attend a meeting to present to or advise the Non-Executive
Directors — for example the IT Director, Information Security Officer, Group HR Director and Director of
Client and Market Development have been invited to attend meetings to report on matters such as
information security, remuneration arrangements and brand development. Members of the Board have
also attended meetings of Gateley Pic to jointly discuss and consider critical projects for the business.
External advice is also sought when required for example from the Group’s auditors Grant Thornton and
from Deloitte in relation to remuneration policies.
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Principle § (continued)

Notwithstanding any other roles they may have either within the business or externally, the members of
the Board believe that they have sufficient time available to fulfil their roles as Directors of Gateley.

The Board has considered the time availability that Nigel Payne has to carry out his duties as Chairman
of Gateley (Holdings) Plc. The Board considers (following discussion with Nigel) that his other Group
duties leave him ample time to fully carry out his duties as Chairman of the Group.

The Board has also considered the time availability that both Joanne Lake and Suzanne Thompson have
to carry out their duties as Non-Executive Directors of Gateley (Holdings) Plc. The Board considers that
Joanne's other public company duties leave her sufficient capacity for her to carry out her duties as a
Non-Executive Director of the Group. Suzanne is the Chair of Oystercatchers and an Executive Director
of Xeim (these roles taking up approximately half of her time) and is the founder and CEO of Let's Reset.
Suzanne has been given permission by the board of Centaur Media Plc to be a Non-Executive Director of
Gateley and as such the Board considers she has sufficient capacity to carry out her duties as a Non-
Executive Director of the Group.

All of the executive directors have full time roles within the Group.

In accordance with the Articles of Association, all new Directors appointed by the Board are required to
seek election by shareholders at the next general meeting of the Company following their appointment
and all Directors are required to retire by rotation in line with the provisions of the Articles of Association.

The Board meets throughout the year and in the financial year ending on 30 April 2020 it met 7 times as a
Board. Details of the attendance of Directors at board meetings during the period is noted below. Papers
relevant to the business of the meeting are provided in advance and include financial, staff, risk,
regulatory and development information.

The following table sets out the Board and Committee meetings scheduled and attendance during the
financial year 2019/2020:

| JAudit] ST
\[May;2019]tol307April2020) ot | ity | Commitn 9
Number of meetings 7 2 1 1 1
Nigel Payne 6 1 1 1 1
Joanne Lake 6 2 1 1 1
Suzanne Thompson 6 2 1 1 1
Michae! Ward 6 1* - - 1
Peter Davies 7 - R N 1
Neil Smith 7 2 1* - 1

Several informal Board Committee meetings were held during the year to prepare for or finalise and
approve substantive work carried out in a formal Board meeting. These are not listed above.

Notes to table

Where an asterisk is shown that Director was invited to attend a Committee meeting although not a
member of the Committee to make proposals in relation to or to advise on agenda items.

For the financial year ending 30 April 2020 the Strategic Board comprised nine individuals including the
CEO, COO, Group FD, Group HR Director and five executives of Gateley Plc from a cross section of the
Group's professional service lines. One member of the Strategic Board retired from the Board with effect
from 1 May 2019 and two new members joined with effect from 1 May 2019.
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The Operations Board comprises nine individuals including the COO, Group FD, Group HR Director and
other individuals from across both the professional and support function departments of the Group as
deemed appropriate and is responsible for the day to day running of the business. The Operations Board
meets monthly and reports to the Strategic Board. Two members of the Operations Board stepped down
from the Board at the end of the last financial year with two new members joining in their place. The
Operations Board provides an opportunity for senior members of the business to gain greater exposure to
the management of the business and to develop their management skills.

Succession

Succession planning is an important part of Gateley's corporate governance and is key to ensuring that
the prosperity and collaborative culture of the business are maintained in the long term. The Nomination
Committee annually considers the Group's succession plans, most recently in relation to the role of CEO
in view of Michael Ward's decision to step down as CEO in 2020. This has been undertaken to enable a
managed and orderly handover to take place. As part of its deliberations, the Board conducted a thorough
review of the attributes required of a new CEO and agreed that an internal appointment was the best way
to ensure the continuation of the Group's sustainable growth strategy, as well as preserving its culture.

Board independence

In assessing the independence of Non-Executive Directors at the date of this report, the Board took
account of their experience, character and judgement, and their dependence on, or relationships with the
Group. In all cases the Board felt the Directors were independent in character and judgement, Account
was taken of market guidance regarding factors that impact upon independence for example the holding
of a previous executive position within the Group or a material business relationship with the Group
including a shareholding, as these are considered to impair the perceived independence of the Non-
Executive Director.

Conflicts of interest

The Companies Act 2006 (the Act) imposes a duty on directors to avoid a situation in which they have or
could have a conflict of interest or possible conflict with the interests of the Group. Directors are aware of
their duty to promote the Group's success and are required to disclose all actual and potential conflicts of
interests to the Board as they arise for consideration and approval. “Declarations of Interest” is an agenda
item at every meeting of the Board. If an interest is declared the Board may impose restrictions or refuse
to authorise such conflict if it considers that it conflicts with the interests of the Group. Only Directors not
involved in the conflict or potential conflict participate in the decision process. A register of such interests
is maintained.

All Directors of both Gateley (Holdings) Plc and Gateley Plc are reminded annually of their obligations to
notify any changes in their statement of interests and also to declare any benefits received from third
parties in their capacity as a Director of the Group.

Each new Director on appointment is required to declare any potential conflict situations.

The register of conflicts is formally reviewed annually and the Board has concluded that the process has
operated effectively during the period. No Director has declared receipt of any benefits during the year in
his capacity as a Director of the Group.

Principle 6

Ensure that between them the directors have the necessary up-to-date experience, skills and
capabilities

The Group operates in a complex and challenging professional environment and the Board is mindful that
in order to deal effectively with the challenges of the business and to maximise its growth opportunities it
has to incorporate a broad range of skills and diversity.

The members of the Board have considered the skills and experience that the Board requires to enable it
to manage the business effectively.
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These are set out below:

Board Skills Matrix

Generallexperience

Leadership

Successful leadership at a senior executive level in a large business

Senior executive experience in developing and delivering successful
strategies and meaningful business growth outcomes in a large
business

Strategy and Growth

Senior executive experience and understanding of accounting,
financial reporting, corporate finance and financial controls in a large
business

Financial Acumen

Senior executive experience in a large business that is subject to
rigorous governance, relevant regulatory risk and general business risk
management standards

Governance and Risk
Management

| Specialistfexperience

Senior executive experience in a professional services "people”

Industry Experience

business

and Innovation

Client service, Marketing

Senior executive experience ih client relationship management and
delivering growth through commercialising innovative services and
solutions

Stakeholder management

Senior executive experience in stakeholder management within a large
business

Mergers and Acquisitions

Successful track record of delivering strategically sound and value
adding mergers and acquisitions as an enabler of corporate strategy

International Experience

Senior executive experience of a range of geographic, political,
cultural, regulatory and business environments

Experienced CEO

Successful track record as a CEO of a listed entity or an equivalent
large business enterprise

Remuneration

Board remuneration committee membership or senior executive
remuneration experience in a large business enterprise

Members of the Board are believed to possess these skills and to have the necessary experience.
Details of the Directors including brief biographies are set out at

https://investors.gateleyplc.com/home/board-of-directors/.

The Executive Directors participate in all of the regulatory training programmes of the Group and the Non-
Executive Directors are invited to participate as appropriate.
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The Board maintains a skills, diversity and experience matrix which is detailed below, and which will be
periodically reviewed at Board meetings to evaluate current and future requirements. The Board and its
committees will also seek external expertise and advice where required.

Tenure (years)

a0-3 years
a3-6 years

Age

0 40-50 years
B 51-60 years

0 60+ years

Gender %

o Male

O Female
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Evaluate board performance based on clear and relevant objectives, seeking continuous
improvement

The Board considers evaluation of its performance and that of its Committees and individual directors to

be an integral part of corporate governance to ensure it has the necessary skills, experience and abilities
to fulfil its responsibilities. The objective of the evaluation process is to identify and address opportunities
for improving the performance of the Board and to solicit honest, genuine and constructive feedback.

The Board considers the evaluation process is best carried out internally at this stage of the Group’s
development. However the Board will keep this under review and may consider independent external
evaluation reviews in due course as the Group grows.

The internal evaluation process includes:

Y5051 Evaluation)

Review

Period

Board composition in terms of skills, experience and balance

Annually or as required

Board cohesion

Annually or as required

Board operational effectiveness and decision making

Annually

Board meetings conduct and content and quality of information

Annually or as required

The Board’s engagément with shareholders and other stakeholders Ahnually
The corporate vision and business plan Annually
Committee, Evaluation

Review Period

Composition in terms of skills, experience and balance Annually or as required

Terms of Reference Annually

Effectiveness : Annually

Individual Director;Evaluation

Review Period

Executive Director performance in executive role Annually
Executive Director contribution to the Board Annually
Non-Executive Director performance and contribution to the Board Annually
Non-Executi\-/e Director’s independence and time served Annually
All Directors’ attendance at Board and Committee meetings Annually
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The Board will, as a whole or in part as appropriate, undertake the evaluation process aided by the
Chairman, CEO and other Non-Executive Directors or external advisors as necessary. The Chairman is
responsible for ensuring the evaluation process is ‘fit for purpose’, as well as dealing with matters raised
during the process. The Chairman will keep under review the frequency, scope and mechanisms for the
evaluation process and amend the process as required.

Where areas for development are identified these will be addressed in a constructive manner. Where
necessary individual Directors will be offered mentoring and training. If areas for development are
identified within the Board as a whole, then changes or additions to the Board will be considered in
conjunction with the Nominations Committee.

The evaluation process will focus on the improvement of Board performance, through open and
constructive dialogue and the development and implementation of action plans. The Board will report on
its evaluation and actions in its Annual Report.

The Chairman carries out an annual appraisal of the Board, the Committees and the individual Directors
including a review of the fees paid to Non-Executive Directors. The Board (excluding the Chairman)
meets annually to consider the fees of the Chairman. The formal evaluation process is supported by
regular contact between the Chairman and the other Directors to allow any matters to be addressed in a
timely way. The appraisal of the Chairman was led by Michael Ward (CEO) who sought the views of the
other Directors. The findings of the evaluation process (including the review of the fees paid to the Non-
Executive Directors) were reported to the Board in September 2018. It was agreed that the Chairman
should oversee succession plans for the Board over the next five years. Succession planning is a vital
task for boards and the management of succession planning represents a key measure of the
effectiveness of the Board and a key responsibility of both the Nominations Committee and wider Board.

Principle 8
Promote a corporate culture that is based on ethical values and behaviours

The business operates in a highly regulated sector with demanding professional standards. The legal
profession requires all of its members to maintain high ethical standards and to comply with its code of
conduct. In addition the business has been accredited with the Law Society’s quality standard, Lexcel,
with which all legal and non-legal parts of the business are required to comply. Following the acquisition
of GCL Solicitors, Gateley Plc has also sought and received CQS and LMS accreditations.

The Group has established formal risk management processes and is embedding an internal audit
function to report upon risk management.

The Group maintains a register of the interests of staff outside the business which includes those of the
Directors to help it manage potential conflicts of interest. The Directors do not hold any external positions
which conflict with the duties owed to the Group. Disclosure of any potential conflicts of interests is
invited at each meeting of the Board.

The Group's success is largely dependent on recruiting, retaining, and developing the best professionals.
To achieve this the Group seeks to ensure that working conditions are of a high standard and has in
place good and effective management and staff communications, with the ability for staff to engage in
decisions. The Group also encourages participation in the success of the business through share options
and has a range of benefits to support staff, including ill health protection and life cover. The Group is
committed to equal opportunities for promotion, with appropriate consideration being given to applications
for employment from disabled persons.

The Group aims to remunerate staff in line with market practice, to provide development opportunities
and to encourage staff motivation and retention.

The Board’s policy on diversity continues to be to seek to appoint the best qualified person to a particular
role regardless of gender or other diversity criteria and therefore it has not adopted any measurable
objectives in relation thereto.

The business as a whole is committed to creating an inclusive environment where staff can develop and
contribute fully without discrimination on the basis of gender, sexual orientation, age, race, nationality,
disability or political or religious beliefs.
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Maintain governance structures and processes that are fit for purpose and support good
decision-making by the Board

The Board sets the Group's strategic aims and ensures that necessary resources are in place in order for
the Group to meet its objectives. All members of the Board take collective responsibility for the
performance of the Company and all decisions are taken in the interests of the Group. Whilst the Board
has delegated the day to day operational management of the Group via the Strategic and Operations
Boards to the Executive Directors and other senior managers, it has formal terms of reference identifying
those specific matters which remain subject to decision by the Board. These include the appointment and
removal of Directors, terms of reference for Board Committees and membership thereof, approval of
strategy including acquisitions and disposals, annual financial budgets, investments and capital projects,
projects of a capital nature and all significant contracts. The Non-Executive Directors have a particular
responsibility to constructively challenge the strategy proposed by the Executive Directors; to scrutinise
and challenge performance; and to ensure appropriate remuneration and succession planning
arrangements are in place in relation to Executive Directors and other senior members of the
management team.

The Chairman is responsible for leadership by the Board and ensuring its effectiveness in all aspects of
its role. The Chairman with the assistance of the CEO sets the Board's agenda and ensures that
adequate time is available for discussion of all agenda items, in particular strategic issues.

The Chairman promotes a culture of openness and debate by facilitating the effective contribution of Non-
Executive Directors in particular and ensuring constructive relations between Executive and Non-
Executive Directors. The Executives enjoy open access to the Non-Executive Directors. The Chairman is
also responsible for ensuring that the Directors receive accurate, timely and clear information. The
positions of Chairman and CEO are held by different individuals.

The CEO is responsible for running the business and implementing the decisions and policies of the
Board. The CEO is also responsible for ensuring the Group's communication with shareholders is timely,
informative and accurate with due regard to commercial sensitivity and regulatory requirements.

The FD is responsible for the Group’s finances and the COO is responsible for the operations and
technical requirements of the Group. The role of Company Secretary is undertaken by the FD.

The Non-Executive Directors are appointed to provide independent oversight and constructive challenge
to the Executive Directors but have been specifically chosen as a result of their ability to provide strategic
advice and guidance.

All Directors are able to allocate sufficient time to the Group to discharge their duties. There is a formal,
rigorous and transparent procedure for the appointment of new directors to the PLC Board. The search
for PLC Board candidates is conducted, and appointments made, on merit, against objective criteria and
with due regard for the benefits of diversity on the Board.

The Board is responsible for ensuring that a sound system of internal control exists to safeguard
shareholders’ interests and the Group’s assets. It is responsible for the regular review of the effectiveness
of the systems of internal control. Internal controls are designed to manage rather than eliminate risk and
therefore even the most effective system cannot provide assurance that each and every risk, present and
future, has been addressed. The key features of the system that operated during the year are described
below.

The Board has a formal agenda of items for consideration at each scheduled meeting but will also meet
at additional times when required. It receives detailed papers in advance of meetings and verbal reports
at each meeting from the executive management covering the financial performance of the Group, '
updates on share performance, people matters, business development, matters affecting the general
trading conditions and operational issues, including risk and compliance. The Board also receives verbal
reports from the Chair of each Committee on matters which relate to the Committee's responsibilities.
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The Board has established the following Committees to assist with oversight and governance carrying out
the necessary work required for the business to operate effectively and efficiently, and to comply with all
the regulatory requirements. The Board has delegated certain specific areas of responsibility to each of
the Committees. The Board sees minutes of all Committee meetings and the Chairman of the Committee
reports to the Board on any significant matters.

| s
Joanne L;;(é (Cham;an) ] Né;el Payne (Chairman) Suzanne Thompson (Chairman)
Nigel Payne Joanne Lake Nigel Payne
Suzanne Thompson Suzanne Thompson Joanne Lake

Audit & Risk Committee

The Audit & Risk Committee is chaired by Joanne Lake, and also comprises Nigel Payne and Suzanne
Thompson. The Audit & Risk Committee has agreed terms of reference and assists the Board in
discharging its responsibilities for corporate governance, risk management, financial control and internal
controls by reviewing and monitoring risk and internal controls throughout the business.

It oversees and reviews the Group’s financial reporting and internal control processes, its relationship with
external auditors and the conduct of the audit process together with its process for ensuring compliance
with laws; regulations and corporate governance. It is composed entirely of non-executive directors but
other individuals such as the Group's FD and CEO and representatives of the finance team are invited to
attend all or any part of any meeting when deemed appropriate. The Group's external auditors are invited
to attend meetings of the Committee on a regular basis.

Remuneration Committee

. The Remuneration Committee has general oversite of all remuneration arrangements for Executive
Directors and it considers all material elements of remuneration policy, remuneration and incentives with
reference to independent remuneration research and professional advice. Recommendations are made to
the Board on the framework for executive remuneration including the design and implementation of
equality based incentive schemes.

Nominations Committee

The Nominations Committee is responsible for all aspects of the appointment of Directors, succession
planning and appointments to the Board, considering and recommending the reappointment of retiring
Directors of the nGroup together with evaluation of Directors’ performance and effectiveness.

In addition to the above sub Committees, the Group has an operational Risk Committee. Members
include the CEOQ, the FD, MLRO, Lexcel Officer and individuals responsible for the oversight of key risk
areas. The purpose of the Risk Committee is to perform centralised oversight of risks affecting the Group
and risk management activities and to provide communication to all Group Boards regarding important
risks and related risk management activities.

As complementary non-legal businesses join the Group, separate "new” company Boards are formed,
with suitably experienced individuals from the Gateley group and the newly acquired business being
appointed as directors. The primary role of these boards is to oversee the transition into the Group for
the benefit of all stakeholders. The minutes of each Group company’s monthly Board meeting are shared
with the Operations, Strategic and PLC Boards.

The Group has established management committees to address specific areas of the Group's business
activities. Details of these Committees and their functions can be found on the Group's website
www.gateleyplc.com.
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Principle 10

Communicate how the group is governed and is performing by maintaining a dialogue with
shareholders and other relevant stakeholders

The Board is committed to maintaining good communication and having constructive dialogue with all of
its stakeholders, including shareholders, providing them with access to information to enable them to
make informed decisions about the Group. The Investor Relations section of the Group’s website
provides all required regulatory information as well as additional information shareholders may find helpful
including: information on Board Members, Advisors and Significant Shareholdings, a historical list of the
Group’s Announcements, its Financial Calendar, Corporate Governance information, the Group’s
publications including historic Annual Reports and Notices of Annual General Meetings, together with
Share Price information and interactive charting facilities to assist shareholders analyse performance.

Results of shareholder meetings and details of votes cast are publicly announced through the regulatory
system and displayed on the Group’s website and suitable explanations of any actions undertaken as a
result of any significant votes against resolutions will be included when relevant.

Information on the work of the various Board Committees and other relevant information are included in
the Group's Annual Report.

The Board and its committees
Board composition and independence'

The Board consists of three Executive Directors (the Chief Executive Officer, the Chief Operating Officer
and the Finance Director), the independent Non-executive Chairman and two further independent Non-
executive Directors. The Non-executive Directors are considered by the Board to be independent of
management and are free from any relationship which may materially interfere with the exercise of
independent judgement. At the Annual General Meeting of the Company held on 26 September 2018
Peter Gareth Davies and Nige!l Terrence Payne offered themselves for re-election as Directors, both were
re-appointed with immediate effect.

Operation of the Board

The Board meets regularly throughout the year, as well as on an ad hoc basis as required, to consider all
aspects of the Group's activities. A formal schedule of matters reserved for the Board includes overall
Group strategy, acquisition progress, operational review, committee updates, governance and risk and
approval of major expenditure. The agenda and relevant briefing papers (which include reports from the
Executive Directors and minutes of subsidiary board meetings) are distributed on a timely basis in
advance of each board meeting.

All Directors have access to the advice and services of the Company Secretary who is responsible for
ensuring that Board procedures and applicable rules and regulations are observed.

The Board has considered the time availability that Nigel Payne has to carry out his duties as Chairman
of Gateley (Holdings) Plc. The Board considers that Nigel's other public company duties take on average
no more than five working days per month leaving ample spare capacity for him to carry out his duties as
Chairman of the Group. This is reassessed on an annual basis.

The Board has considered the time availability that both Joanne Lake and Suzanne Thompson have to
carry out their duties as Non-executive Directors of Gateley (Holdings) Pic. The Board considers that
Joanne's other public company duties take on average no more than ten working days per month leaving
ample spare capacity for her to carry out her duties as Non-executive Director of the Group. Suzanne has
a full time role as the Chief Executive Officer of Oystercatchers and member of the EXCO, Centaur Media
Plc. She has been given permission by the board of Centaur Media Plc to fulfil her duties as Non-
executive Director of the Group and as such the Board considers she has sufficient capacity to carry out
her duties. The Board reassess the time availability of both Joanne and Suzanne on a regular basis.
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Remuneration Committee

The Remuneration Committee comprises Suzanne Thompson (Chairman), Nigel Payne and Joanne
Lake. The Remuneration Committee is responsible for all elements of the remuneration of the Executive
Directors and the members of the Strategic Board. The Committee also oversees the operation of the
Group's share option schemes. The Chief Executive Officer is invited to meetings of the Remuneration
Committee to discuss the performance of other Executive Directors but is not involved in the decisions.
The Remuneration Committee may invite any person it thinks appropriate to join the members of the
Remuneration Committee at its meetings.

The Remuneration Committee has placed focus on the dilution of the Group, challenging the methods of
remuneration for senior executives and partners. As a result the Committee has driven the changes made
to the share incentive plans in use by the Group, primarily the introduction of the new long term incentive
plan. . .

Further details of the Committee are included in the Remuneration Report.
Audit and Risk Committee

The Audit and Risk Committee comprises Joanne Lake (Chairman), Nigel Payne and Suzanne
Thompson. Joanne Lake and Nige! Payne are Chartered Accountants and the Board believes the
Committee is independent with all members being Non-executive Directors. The Committee meets,
together with the Finance Director, Neil Smith, at least twice a year. It is responsible for ensuring the
financial performance of the Group is properly reported on and monitored. The Committee reviews the
interim and annual accounts, reviews reports from the auditor, monitors the Group's risk register and the
adequacy and effectiveness of the systems of internal control, and reviews annually the effectiveness of
the auditor. The auditor, Grant Thornton UK LLP, attends meetings at the request of the Chairman and
the Committee meets with the auditor without Executive Directors being in attendance for part of the
meeting.

With the assistance of skilled partners within the business the Audit and Risk Committee have worked to
put practices in place that will allow an internal audit division to deliver appropriate and meaningful
results. ‘

Nomination Committee

The Nomination Committee comprises Nigel Payne (Chairman), Suzanne Thompson (previously Michael
Seabrook) and Joanne Lake. The Committee is responsible for monitoring the size and composition of
the Board and the other Board committees. It is also responsible for identifying suitable candidates for
board membership and will monitor the performance and suitability of the current Board on an on-going
basis.

Succession planning is an important part of the Group’s corporate governance statement and is key to
ensuring that the prosperity and collaborative cuiture of the business are maintained in the long term.

The early addressing and announcement of the group’s succession plans in which Rod Waldie will
succeed Michael Ward as CEO with effect from 1 May 2020, has been undertaken to enable a managed
and orderly handover to take place. As part of its deliberations, the Board conducted a thorough review of
the attributes required of a new CEO and agreed that an internal appointment was the best way to ensure
the continuation of the group’s sustainable growth strategy, as well as preserving its culture.
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Communications with shareholders

Communications with shareholders are given a high priority by the Directors who take responsibility for
ensuring that a satisfactory dialogue takes place. The principal methods of communication with private
shareholders remain the annual report and financial statements, the interim report, the AGM and the
Group's website (www.gateleyplc.com) which has been updated in the year to provide more meaningful
and insightful information to investors and other stakeholders. In addition to the formal channels of
L.ondon Stock Exchange communication through the regulatory news service, the Company utilises its
brokers research services to support its engagement with private shareholders. The Group has also
engaged with other brokers and advisor with a focus on delivering more frequent, quality communications
with investors from an number of alternative research analysts.

It is intended that all Directors will attend each AGM and shareholders will be given the opportunity to ask
questions. In addition, the Chief Executive Officer, Finance Director.and Head of Investor Relations meet
with institutional shareholders following the announcement of interim and final results and at other
appropriate times. The Chief Executive Officer and Finance Director are also in reguiar contact with
analysts who publish reports on the Group’s performance.

Internal control

The Board is responsible for the Group's systems of internat control and for reviewing their effectiveness.
The Board regularly reviews the process for identifying, evaluating and managing any significant risks
faced by the Group. The Audit & Risk Committee discusses the effectiveness of the systems of internal
control with the auditor. The committee continues to work on the implementation of a supporting Internal
Audit function.

Systems of internal control continue to develop as the Group's activity expands. The internal controls in
the businesses acquired by the Group are, where appropriate, the same as those in Gateley Plc.

The operational functions (professional practice, finance, IT, HR, training, business development, support
services and compliance) operate within an established management structure. The managers within the
trading businesses have specific responsibilities and authority to manage risk effectively and report
monthly either directly to the Operations Board or via their respective committees. Decisions made by the
Operations Board are reviewed monthly by the Strategic Board and the Board.

The operational Risk Committee meets regularly to review financial, operational and compliance risks for
the businesses and reports to the Audit & Risk Committee. Processes to embed risk management
throughout the Group will continue to be reviewed and implemented as appropriate, as will reviews of
social, environmental and ethical matters to ensure that all significant risks to the business of the Group
arising from these matters are adequately addressed.

It must be recognised that any system of internal control is designed to manage rather than eliminate the
risk of failure to achieve business objectives. Any such system of internal control can at best provide
reasonable but not absolute assurance against material misstatement or loss. The Board is committed to
operating in accordance with the Code as far as it is appropriate to do so in view of the current stage of
development of the Group.
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Slavery and Human trafficking statement

Gateley (Holdings) Plc is committed to preventing acts of modern slavery and human trafficking from
occurring within its business and supply chain, and expects its suppliers to adopt the same high
standards. As part of our commitment to combating modern slavery, we have a specific modern slavery
policy and we expect all of our suppliers to take appropriate action to prevent modern slavery and human
trafficking from occurring in their business.

Gateley (Holdings) Plc's slavery and human trafficking statement, made in accordance with section 54(1)
of the Modern Slavery Act 2015 for the financial year commencing 1 May 2019 and ending 30 April 2020,
can be found on its website, www.qgateleyplc.com

On behalf of the Board

N
N &Q&_,

Nigel Payne
Chairman
28 September 2020
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Board of Directors

Details of the Directors’, their roles and their backgrounds are as follows:

Nigel Payne, aged 60, Non-Executive Chairman

Nigel has extensive experience of listing companies, fund raising on the public markets and acting as
either Chairman or Non-Executive Director of public and private companies. In addition to his Gateley
responsibilities as Chairman, Nigel is also presently a Non-Executive Director of AIM quoted GetBusy pic,
as well as being the Non-Executive Chairman of Green Man Gaming (Holdings) plc, the Non-Executive
Chairman of Football Index Group Limited, a Non-Executive Director of Ascot Racecourse Betting and
Gaming Limited and Non-Executive Director of Kwalee Limited.

Previously Nigel was the CEO of Sportingbet plc, one of the world's largest internet gaming companies.
Nigel has also previously been the Non-Executive Chairman of AIM quoted EG Solutions plc, the Non-
Executive Chairman of AIM quoted Stride Gaming Plc, the Non-Executive Chairman of AIM quoted
Hangar8 PIc, the Non-Executive Chairman of AIM quoted ECSC plc and a Non-Executive Director of AIM
quoted Gama Aviation Plc.

Rodrick Waldie, aged 52, Chief Executive Officer

Rod was appointed to the position of Chief Executive Officer on 1 May 2020. He has been a key member
of the Group's Strategic Board since joining the business via the acquisition of the Manchester office of
Haliiwells LLLP in 2010. Prior to his appointment as CEO, Rod was the Senior Office Partner of the
Manchester office and led the Group's national property services team. He has been involved in the
successful integration of a number of Gateley's post IPO acquisitions.

Rod has over 25 years experience as a real estate lawyer. He has considerable experience in real estate
investment acquisitions, and disposals, estate management, development and landlord and tenant.
Clients include off-shore investors, on-shore real estate companies and developers, real estate asset
management companies, high net-worth individuals, retail and leisure operators and specialist providers
of supported living accommodation.

Peter Davies, aged 62, Chief Operating Officer

Peter has over 30 years’ experience as a dispute resolution Iawyer He has considerable experience in
construction disputes, acting for developers, contractors, sub-contractors and construction professionals.
More recently, he has concentrated on providing advice to the firm’s house-builder clients. He is a
member of the Law Society, TeCSA, and is also a CEDR accredited mediator. He has been involved in
the management of Gateley LLP for over 20 years. He sits on the Strategic Board and Chairs the
Operations Board.

Neil Smith, aged 44, Finance Director and Company Secretary

Neil has more than 25 years’ experience working in the accountancy profession where he specialised in
the professional services industry. Initially Neil spent 14 years at a major accounting practice where he
gained considerable experience of auditing and advising a wide range of privately owned and publicly
listed businesses across many sectors. He joined Gateley LLP in 2008, was appointed as Finance
Director in 2011 and became the first non-lawyer to be appointed as Partner within Gateley LLP following
its successful application to become an Alternative Business Structure in January 2014. Neil was a
member of the management team on Gateley LLP’s acquisition of the commercial law business from
Halliwells LLP in 2010 and, following his involvement in Gateley (Holdings) Plc’s admission to AlM, was
appointed to the Plc Board in 2015. As well as Company Secretary for the Gateley Group he is also the
Group’s compliance officer for finance and administration (“COFA”) and a feliow of the Association of
Certified Chartered Accountants.

Michael Ward, aged 61, Executive Director

Mike has over 30 years’ experience as a corporate lawyer, advising private and public companies,
management teams and private investors. He joined Gateley in 1987 and has been instrumental in the
development of Gateley. He was Senior Partner from 2001 to 2015 when he became CEO . Mikeis a
former President and Treasurer of the Birmingham Law Society and a former President of the Greater
Birmingham Chamber of Commerce.
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Joanne Lake, aged 56, Non-Executive Director

Joanne has over 30 years’ experience in financial and professional services; in investment banking with
firms including Panmure Gordon, Evolution Securities and Williams de Broe and in audit and business
advisory services with Price Waterhouse. Joanne is also Non-executive Chairman of AIM quoted wealth
management group, Mattioli Woods plc, Non-executive Deputy Chairman of main market listed land
promotion, property development and construction group, Henry Boot PLC and a Non-executive Director
of AIM quoted non-standard finance provider, Morses Club PLC. Joanne is a Fellow of the Chartered
Institute for Securities & Investment and of the ICAEW, and is a member of the ICAEW's corporate
finance faculty.

Suzanne Thompson, aged 53, Non-Executive Director

Suzanne (Suki) specialises in cultural change and marketing transformation, pioneering new wellbeing
programmes linked to commercial outcomes, marketing model development and digital capability
programmes. Working with 80% of the FTSE 250 and leading global communications networks and
technology groups, she is helping to drive client business in the USA, Europe and Asia. Suki is an
entrepreneur and transformational business leader. Business launches include Let's Reset, The
Oystercatchers and Bunker Gin.

Centaur Media acquired Oystercatchers in September 2016 and she remains Chair of the business and
Exec Director of the Xeim Group. She is the Founder and CEO of Let's Reset, the cultural change
company.

Suki was a Board Trustee of Macmillan Cancer Support and is an Addidi Angel Investor for Smali
Businesses. She is a long standing member of WACL, MGGB and Allbright. Suki also holds an honorary
Doctorate from Coventry University for services to Entrepreneurship and International Business. She was
awarded Small Business Entrepreneur of the Year and is the Author of Let's Reset and Creative
Influence.
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Directors’ report

The Directors present their annual report and the audited financial statements for the year ended 30 April
2020.

Principal activities

The principal activities of the Gateley Group during the year were the provision of commercial legal
services together with complementary consultancy services including acting as independent trustees to
pension schemes, the provision of specialist tax incentive advice , the supply of specialist property
consultancy services and the supply of specialist human capital management.

Business review

The results of Gateley (Holdings) Plc for the year are set out in the consolidated statement of proflt and
loss and other comprehensive income on page 76. .

A review of the business, results and dividends, and likely future developments of the company are
contained in the Chief Executive Officer's review on pages 8 to 13 and the Finance Director's review on
pages 14 to 19. The Group’s key performance indicators (KPIs) are set out on pages 16 and 19. The
strategic report, which includes a description of the principal risks and uncertainties facing the Group, is
set out on pages 20 to 34.

Employee share trust

The Gateley Employee Benefit Trust (EBT) was established to facilitate the issue of the equity shares of
Gateley (Holdings) Plc to Group employees under share based payment arrangements.

During the year ended 30 April 2020 the EBT purchased 703,548 shares in the company (2019
1,240,634) at a cost of £1,273,289 (2019: £1,833,330).

Dividends

The Directors do not propose to recommend a final dividend (2019: £5,986,483). As a result no final
dividend (2019: 5.4p per share) will be paid, meaning no dividend will have been paid for the year (2019:
total dividend 8.0p). In 2019 the final dividend was not included within creditors as it was not approved
before the year end.

The Directors and their interests in the shares of the parent company

10p ordinary shares 10p ordinary shares

Number of Percentage Number of Percentage

shares Holding shares Holding

2020 2020 2019 2019

Nigel Terrence Payne 70,918 0.06% 55,926 0.05%

Joanne Carolyn Lake 26,300 0.02% 26,300 0.02%

Suzanne Francis Alison

Thompson 10,000 0.01% 10,000 0.01%
Roderick Richard Waldie

Michael James Ward 2,216,754 1.88% 2,466,754 2.23%

Peter Gareth Davies 2,215,739 1.88% 2,481,204 2.24%

Neil Andrew Smith 383,313 0.33% 480,846 0.43%
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Directors report (continueq)
Substantial shareholdings

The Company was notified that the following were interested in 3% or more of the issued share capital of
the Company as at 31 July 2020:

Name Number of % of issued

ordinary shares share capital
Liontrust Asset Management 12,077,513 10.27%
Unicorn Asset Management Limited 7,365,000 6.26%
Miton Asset Management 7,179,420 6.10%

Financial risk management objectives and policies

The Group uses various financial instruments including cash, trade debtors and trade creditors. It is the
Group's policy not to enter into complex financial instruments. Such instruments give rise to liquidity risk,
interest rate risk, credit risk and foreign exchange risk. More detail on financial instruments is given in
note 28 to the financial statements.

Directors’ professional indemnity insurance

All Directors and Officers of the Company have the benefit of the indemnity provision contained in the
Company's Articles of Association. The provision, which is a qualifying third party indemnity provision,
was in force throughout the last two financial years and is currently still in force. The Group also
purchased and maintained throughout the financial period Directors’ and Officers’ liability insurance in
respect of itself and its Directors and Officers, although no cover exists in the event Directors or Officers
are found to have acted fraudulently or dishonestly.

Directors’ responsibilities statement

The Directors are responsible for preparing the Strategic Repdrt and Directors’ Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that
law the Directors have to prepare the financial statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union. 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 and profit or loss of the Company and Group for that period. In preparing these financial
statements, the Directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and accounting estimates that are reasonable and prudent;
. state whether applicable IFRSs as adopted by the European Union have been followed, subject

to any material departures disclosed and explained in the financial statements;

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any time the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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Directors’ responsibilities statement (continued)
Disclosure of information to auditor
The Directors confirm that:

. so far as each Director is aware, there is no relevant audit information of which the Company’s
auditor is unaware; and

. the Directors have taken all the steps that they ought to have taken as Directors in order to make
themselves aware of any relevant audit information and to establish that the Company’s auditor is
aware of that information.

The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions. ~

Employees

Details of how the Group’s policy and approaches to employee engagement, diversity and inclusion and
disabled employees can be found in the strategic report.

Engaging with stakeholders

The Directors have identified the key stakeholders of the business, and documented their engagément
with these groups throughout the year along with how they have been considered in the making of key
decisions within the year.

The Group conducts regular client surveys to better understand and improve the clients’ experience and
service received.

We seek to build strong, long term relationships with our suppliers working alongside them as business
partners for the benefit of all.

The Group works closely with its advisors to ensure it operates in accordance with the market regulations.

The CEO and FD, have regular meetings with the Group’s Relationship Manager at the Solicitors
Regulatory Authority (SRA), the organisation that oversees the regulation of the legal services sector.

Streamlined Energy & Carbon Reporting

Under The Companies Act 2006 (Strategic Report and Director's Report) Regulation 2018, Gateley
(Holdings) Plc have disclosed their annual UK energy consumption within the Strategic Report.

Future developments

The Board plans to continue to drive growth within the existing business and through acquisitions within
both the legal and non-legal sectors, supporting this with further investment in technology and recruitment
of quality personnel.

Subsequent events
LTIP option issue

On the 22 July the Company issued LTIP options over 1,405,766 shares to certain senior employees and
executive directors based on performance conditions commencing on 1 May 2020. The number of
options granted were allocated to the same employees in the same proportions as the February issue
however approximately 28% more awards were issued to those employees so as to enhance the
incentivisation of these awards during the difficult and challenging economic conditions encountered due
to the impact of Covid-19.

CSOP option issue

On the 7 July 2020 the Company issued CSOP options over 976,797 shares to associates, senior
associates, legal directors, equivalent positions in Gateley Group consultancy companies and senior
management positions in the support teams.
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Directors report (continued)
Auditor

The Company and Grant Thornton UK LLP have agreed that the Company will not propose the
reappointment of Grant Thornton UK LLP as auditor to the Company at the Company's AGM for the year
“ended 30 April 2021, in order to allow both businesses to pursue other commercial relationships. The
Board has initiated an audit tender process in order to identify a suitable replacement auditor for the
Group and we expect to announce the appointment of our new auditor at our forthcoming AGM.

By order of the board

£ 8 Jutd, o

Rod Waldie One Eleven Edmund Street

Chief Executive Officer Birmingham
: West Midlands

B3 2HJ

28 September 2020
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Independent auditor’s report to the members of Gateley (Holdings) Plc

Opinion

OQur opinion on the financial statements is unmodified

We have audited the financial statements of Gateley (Holdings) Plc (the ‘parent company') and its
subsidiaries (the ‘group’) for the year ended 30 April 2020, which comprise the consolidated
statement of profit and loss and other comprehensive income, the consolidated and company
statements of financial position, the consolidated and company statements of changes in equity, the
consolidated and company cash flow statements and notes to the financial statements, including a
summary of significant accounting policies. The financial reporting framework that has been applied in
their preparation is applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union and, as regards the parent company financial statements, as applied
in accordance with the provisions of the Companies Act 2006.

In our opinion:

« 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 30 April 2020 and of the group’s profit for the year then ended;

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

o the parent company financial statements have been properly prepared in accordance with IFRSs
as adopted by the European Union and as applied in accordance with the provisions of the
Companies Act 2006; 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 as applied to listed entities, 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.

The impact of macro-economic uncertainties on our audit

Our audit of the financial statements requires us to obtain an understanding of all relevant uncertainties, including
those arising as a consequence of the effects of macro-economic uncertainties such as Covid-19 and Brexit. All
audits assess and challenge the reasonableness of estimates made by the directors and the related disclosures and
the appropriateness of the going concern basis of preparation of the financial statements. All of these depend on
assessments of the future economic environment and the Group's future prospects and performance.

Covid-19 and Brexit are amongst the most significant economic events currently faced by the UK, and at the date of
this report their effects are subject to unprecedented levels of uncertainty, with the full range of possible outcomes
and their impacts unknown. We applied a standardised firm-wide approach in response to these uncertainties when
assessing the Group’s future prospects and performance. However, no audit should be expected to predict the
unknowable factors or all possible future implications for a Group associated with these particular events.
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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:

¢ the directors' use of the going concern basis of accounting in the preparation of the financial statements is not

appropriate; or

« the directors have not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the group’s or the parent company's ability to continue to adopt the going concern basis of

accounting for a period of at least twelve months from the date when the financial statements are authorised for

issue.

In our evaluation of the directors’ conclusions, we considered the risks associated with the group’s business model,
including effects arising from macro-economic uncertainties such as Covid-19 and Brexit, and analysed how those
risks might affect the group’s resources or ability to continue operations over the period of at least twelve months

from the date when the financial statements are authorised for issue. In accordance with the above, we have nothing

to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that

are inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a

material uncertainty in this auditor's report is not a guarantee that the group will continue in operation.

@ GrantThornton

‘Overview of our audit approach

Overall materiality: £760,000 which represents approximately
4.75% of the group’s normalised profit before taxation before
exceptional items;

Key audit matters were identified as revenue recognition for
unpaid revenue and accrued income, the accuracy of intangible
assets, the transition to IFRS 16 and going concern;

We performed full-scope audit procedures on the financial

- statements of Gateley (Holdings) Plc and on the financial

information of Gateley Plc, the most significant trading subsidiary
of the group; and

We performed analytical procedures on the remaining
components in the group as these were not determined to be
significant components.
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Key audit matters

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

Key Audit Matter - Group

How the matter was addressed in the audit — Group

Revenue recognition (unpaid and accrued revenue)

Revenue (in respect of client matters) is recognised in .
accordance with IFRS15 ‘Revenue from Contracts with
Customers’.

Under ISA 240, there is a rebuttable presumed risk that
revenue may be misstated due to the improper
recognition of revenue.

Unpaid and accrued revenue represents a higher level

of risk of transactions not being valid in comparison to
revenue which has already been recovered, due to the
significant judgements and estimates required by
management including assumptions about future .
events, and the identification of, any other costs that

might arise and the impact of any changes in scope of
work.

As such, we identified revenue recognition for unpaid
and accrued revenue as a significant risk, which was
.one of the most significant assessed risks of material
misstatement.

Our audit work included, but was not restricted to:

evaluating the group’s accounting policies for
recognition of revenue for appropriateness in
accordance with requirements of the financial
reporting framework, including IFRS 15
‘Revenue from Contracts with Customers’, and
checking this has been appropriately applied,;

agreeing, on a sample basis, engagement terms
to ensure client matters are classified correctly
between contingent and non-contingent.;

Evaluating management’s assessment, in
accordance with the requirements of IFRS 15,
that it is not highly probable that there will be a
significant reversal of contingent revenue
recognised

determining whether a service has been provided or
a sale had occurred in the financial year for revenue
recorded by checking individual matters in accordance
with engagement letters, challenging the stage of
completion and revenue recognised against unbilled
amounts through checking to proof of service and
corroborative inquiry with matter managers and
management on a sample basis;

agreeing the recovery of the balance of unpaid
revenue to post year end billing and cash
receipts, and where billing has not yet occurred,
challenging matter managers on the expected
recovery, confirming unpaid revenue is recorded
in the correct period and at the correct amount
and is supported by time costs incurred,;

assessing whether the disclosures within the
financial statements are appropriate and in line with
IFRS 15.

The Group’s accounting policy on revenue recognition is
shown in note 1.16 to the financial statements and related
disclosures are included in note 4..

Key observations

Based on our audit work, we did not identify any material
misstatements in the revenue recognised in the year to 30
April 2020.

Accuracy of intangible assets

During the year the group made four acquisitions;
Persona Associates Limited, T-Three Group Limited,
Gateley Tweed and Gateley Vinden.

Our audit work included, but was not restricted to:

evaluating the group’s accounting policies for the
valuation of intangible assets for appropriateness
in accordance with requirements of the financial
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Key Audit Matter - Group

How the matter was addressed in the audit— Group

In accordance with IFRS3 ‘Business Combinations’ the
group measures goodwill at the acquisition date as the
fair value of consideration transferred less the net
recognised fair value amount of identifiable assets
acquired and liabilities assumed.

Goodwill and intangibles of £10.0m million were
recognised as a result of the acquisitions made this
year

Intangible assets acquired in a business combination
are deemed to have a cost to the group equal to their
fair value at the acquisition date. These intangible
assets were valued based on discounted cash flow
forecasts, which require judgement by the Directors
around key assumptions such as revenue growth,
discount rates, customer attrition and long-term growth
rates.

We therefore identified valuation of intangible assets as
a significant risk, which was one of the most significant
assessed risks of material misstatement.

Accuracy, completeness and presentation of the
application of IFRS 16

IFRS 16 ‘Leases' has been adopted in the financial
statements for the year ended 30 April 2020, The right
of use asset recognised on transition was £24.4m with
a lease liability of £27.2m. A number of judgements
have been applied and estimates made in determining
the impact of the standard.

In order to compute the transition impact of IFRS 16, a
data extraction exercise was undertaken by
management. The incremental borrowing rate ("IBR”)
method has been adopted where the implicit rate of
interest in a lease was not readily available.

Our key audit matter was focused on the following
areas of risk:

- specific assumptions applied to determine the IBR
for each lease are inappropriate;

- the underlying lease data used to calculate the
transitional impact is incomplete and/or inaccurate;

- leasing arrangements within the scope of IFRS 16
are not identified or properly included in the
calculation of the transitional impact

Due to the significant financial statement impact of

IFRS 16, as well as the high level of estimation required
in determining the appropriate accounting treatment, we
identified the implementation of IFRS 16 as a significant

reporting framework, including IFRS 3 ‘Business
Combinations’, and checking this has been
appropriately applied;

e reperforming management's calculation of the
fair value of the consideration transferred less
the net recognised amount of identifiable assets
acquired and liabilities assumed,;

e using our internal valuation specialist to evaluate
and challenge the assumptions used, including
discount rates, growth rates and forecast future
trading performance applied in the calculation of
the fair value of the intangibles recognised,

« testing the completeness and accuracy of the data
used in the intangibles valuation by agreeing data to
pertinent supporting documentation such as long-term
growth forecasts; and

e testing significant fair value adjustments made to the
assets and liabilities acquired and challenging
management’s assumptions in the value in use
assigned to certain assets.

The group’s accounting policy on intangible assets and
goodwill is shown in note 1.10 to the financial statements
and related disclosures are included in notes 16 and 17.

Key observations

Based on our audit work, we found that the assumptions
and judgements used in management’s measurement of
acquired intangibles were reasonable and that the
associated amounts recognised were materially accurate.

Our audit work included, but was not restricted to:

e assessing the design effectiveness of the key
controls in place throughout the transition
process;

e using the work of an auditor's expert in
assessing the appropriateness of the IBR
applied;

s testing the accuracy of the underlying lease data
used in management's calculation by agreeing
significant lease terms to original lease
agreements;

e obtaining supporting contractual information for
transactions considered to be potentially
indicative of unrecorded lease liabilities and
testing whether they met the definition of a
leasing arrangement under IFRS 16;

« checking the integrity and mechanical accuracy of
the IFRS 16 calculations for each lease through
recalculation of the expected IFRS 16 adjustment,
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Key Audit Matter — Group

How the matter was addressed in the audit — Group

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

Going concern ’

As stated in the ‘The impact of macro-economic
uncertainties on our audit’ section of our report, Covid-
19 is amongst the most significant economic events
currently faced by the UK, and at the date of this report
its effects are subject to unprecedented levels of
uncertainty.

Our regulators have stated that in this environment they

expect going concern to be viewed by auditors as a
heightened and/or significant risk area requiring more
extensive work to obtain the required audit evidence.

Accordingly as this event could adversely impact the
future trading performance of the group and the parent
company and as such increases the extent of
judgement and estimation uncertainty associated with
management'’s decision to adopt the going concern
basis of accounting in the preparation of the financial
statements. We therefore identified going concern as a
significant risk, which was one of the most significant
assessed risks of material misstatement.

As such we identified going concern as a significant
risk, which was one of the most significant assessed
risks of material misstatement.

e testing the reconciliation between the group’s
operating lease commitments and the IFRS 16
assessment to evidence completeness;

e assessing that the accounting policy applied and
calculations were made in accordance with
IFRS16 requirements; and

« assessing the disclosures in the financial
statements to determine whether they are
appropriate and sufficient for the requirements of the
new accounting standard.

The Qroup's accounting policy for IFRS 16 is shown in note
2 and related disclosures are included in note 30.

Key observations

Based on our audit work, we found the valuation
assumptions, including the discount rates used by
management, to be balanced. We found no material errors
in the underlying IFRS 16 calculations.

Our audit work included, but was not restricted to:

* Assessing the reliability of management's forecasting
by comparing the historic accuracy of actual financial
performance to the forecast information;

Obtaining management's forecasts prepared to assess
the potential impact of Covid-19. We evaluated the
assumptions applied, including the reduction in
revenue, the depleted workforce and the resulting
effect on working capital during the estimated period of
Covid-19, for reasonableness and determined whether
they had been applied accurately. We also considered
whether the assumptions are consistent with our
understanding of the business;

« Assessing management's determination of the impact
of the mitigating factors available to them to restrict the
cash impact of the pandemic. This assessment
included the corroboration of mitigating actions taken
by management to relevant documentation and
assessment of their application in the revised forecasts
for accuracy;

« Performing sensitivity analysis on management's
revised forecasts to determine the reduction in EBIT
that would lead to elimination of the headroom in their
original cash flow forecasts and assessment and
corroboration of the further mitigating actions identified
by management in the revised forecasts; and

« Assessing the adequacy of the going concern
disclosures included within the Accounting Policies of
the Financial Statements.

Key observations

Based on the procedures performed, we have identified no
issues regarding management's assessment of the impact
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Key Audit Matter — Group

How the matter was addressed in the audit - Group

of Covid-19 on liquidity requirements and forecast revenue.
We have noting to report in addition to that stated in the

‘Conclusions relating to going concemn’ section of our

report.

Our application of materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the
economic decisions of a reasonably knowledgeable person would be changed or influenced. We use materiality in

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

Materiality was determined as follows:

Materiality measure

Group

Parent

Financial statements as a
whole

£760,000, which is approximately 4.75%
of the group’s nomalised profit before tax
before exceptional items. This benchmark
is considered the most appropriate
because this is a key performance
measure used by the Board of directors to
monitor the financial performance of the
group.

Materiality for the current year is lower
than the level that we determined for the
year ended 30 April 2019 as a result of a
change in the benchmark used for our
materiality measure from adjusted profit
before tax to normalised profit before tax
before exceptional items.

£352,000, which is approximately 1% of
the parent company’s total assets. This
benchmark is considered the most
appropriate because this is a key
performance measure used by the Board
of directors to monitor the financial
position of the parent company whose
principal activity is that of an investment
holding company.

Materiality for the current year is higher
than the level that we determined for the
year ended 30 April 2019 to reflect the
increase in total assets of the parent
company.

Performance materiality
used to drive the extent
of our testing

75% of financial statement materiality.

75% of financial statement materiality.

Specific materiality

We determined a lower level of specific
materiality for certain areas such as
directors’ remuneration and related party
transactions.

We determined a lower level of specific
materiality for certain areas such as
directors’ remuneration and related party
transactions.

Communication of
misstatements to the
audit committee

£38,000 and misstatements below that
threshold that, in our view, warrant
reporting on gualitative grounds.

£17,600 and misstatements below that
threshold that, in our view, warrant
reporting on qualitative grounds.

The graph below illustrates how performance materiality interacts with our overall materiality and the tolerance for

potential uncorrected misstatements.

Overall materiality -~ Group

Overali materiality - Parent

75%

25%

75%

25%
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= Tolerance for potential uncorrected mis-statements = Performance materiality

An overview of the scope of our audit

Our audit approach was a risk-based approach founded on a thorough understanding of the Group’s business, its
environment and risk profile and in particular included:

* evaluation by the group audit team of identified components to assess the significance of that component and to determine the
planned audit response based on a measure of materiality. This was evaluated by considering each component's significance
as a percentage of the group’s total assets, revenues and profit before taxation;

+ the financial statements of the parent company, Gateley (Holdings) Plc, were subject to a full-scope audit;
« full-scope audit procedures on the financial information of Gateley Plic, the most significant trading subsidiary of the group;
« walkthroughs of each significant class of revenue transactions and assessing the design effectiveness of controls;

« documenting our understanding of management's process for evaluating the accounting treatment to be applied to the
acquisitions and assessing the design effectiveness of relevant controls;

« the significant components, which were subject to full-scope audit procedures, include 95% of revenue and 74% of total assets
of the group; and

e analytical procedures were performed on the financial information of the remaining 14 group components. All
components subject to audit and analytical procedures have been performed by the group engagement team. -

KAM 1 - Revenue KAM 2 - Accuracy of KAM 3 - Accuracy, KAM 4 - Going concern
recognition — unpaid and intangible assets completeness and
accrued revenue presentation of the

application of IFRS 16

O00O0

» Full scope = Analytical procedures

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

« the information given in the strategic report and the 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 the directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report under the Companies Act 2006

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 or the directors’ report.

Matters on which we are required to report by exception

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:

« 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

« the parent company financial statements are not in agreement with the accounting records and returns; or
« certain disclosures of directors’ remuneration specified by law are not made; or

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

Responsibilities of directors for the financial statements

As explained more fully in the directors’ responsibilities statement set out on page X, 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 uniess 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.

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 ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’'s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s

report.
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Use of our report

This report is made solely to the company’'s members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
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 company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

David White

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Birmingham

28 September 2020
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Consolidated statement of profit and loss and other comprehensive income
for the year ended 30 April 2020

Note 2020 2019
£000 £000

Revenue 4 109,838 103,471
Other operating income 5 665 313
Personnel costs, excluding IFRS 2 charge 8 (63,531) (62,757)
Depreciation — Property, plant and equipment 14 (1,083) (1,122)
Depreciation — Right-of-use asset* 14 (3,455) -
Impairment of trade receivables and contract assets 20/21 (631) (1,304)
Otirt‘:rrn gperatlng expenses*, excluding non-underlying and exceptional (23,142) (20,609)
Operating profit before non-underlying and exceptional items 7 18,661 17,992
Total non-underlying operating and exceptional items 7 (3,300) (2,122
Operating profit 7 15,361 15,870
Investment income received 6 138 -
Financing income 10 523 523
Financing expense* 10 (1,266) (448)
Profit before tax ' 14,756 15,945
Taxation 11 "~ (3,033) (2,904)
Profit for the year after tax attributable to equity holders of the parent . 11,723 13,041
Other comprehensive income
Items that are or may be reclassified subsequently to profit or loss
Foreign exchange translation differences
- Exchange differences on foreign branch 29 (25)
Profit for the financial year and total comprehensive income all 11.752 13.016
attributable to equity holders of the parent ’ '
Statutory Earnings per share
Basic 12 10.34p 11.83p
Diluted 12 10.14p 11.61p

* The adoption of IFRS 16 in the 12 months to 30 April 2020 resulted in an increase in depreciation of £3.455m and
finance costs of £0.84m. Other operating expenses reduced by £4.070m. See note 30.

The results for the periods presented above are derived from continuing operations.

The accompanying notes on pages 81 to 132 form an integral part of these financial statements. .
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Consolidated statement of financial position
at 30 April 2020

Non-current assets
Property, plant and equipment
Right of use asset
Investment property
Intangible assets & goodwill
Other intangible assets
Other investments

Total non-current assets
Current assets
Contract assets
Trade and other receivables
Deferred tax asset
Cash and cash equivalents

Total current assets
Total assets

Non-current liabilities

Other interest-bearing loans and borrowings
Lease liability

Other payables

Deferred tax liability

Provisions

Total non-current liabilities

Current liabilities

Other interest-bearing loans and borrowings
Trade and other payables

Lease liability

Provisions

Current tax liabilities

Total current liabilities
Total liabilities
NET ASSETS

EQUITY

Share capital
Share premium
Merger reserve
Other reserve
Treasury reserve
Translation reserve
Retained earnings
TOTAL EQUITY

Gateley (Holdings) Plc
Annual report and financial statements

For the year ended 30 April 2020

Note 2020 2019
£000 £'000

14 1,873 2,017
14 22,879 -
15 164 164
16 18,438 10,430
18 303 289
19 229 85
43,886 12,985

20 11,684 10,671
21 39,997 36,535
24 19 428
26 2,923 2,887
54,623 50,521

98,509 63,506

22 (2,369) (3,076)
30 (22,109) -
23 (922) (983)
24 (1,208) (388)
25 (461) (339)
(27,069) (4,786)

22 (1,437) (3,044)
23 (20,169) (23,727)
30 (3,347) -
25 (252) (291)
(1,399) (1,074)

(26,604) (28,136)

(53,673) (32,922)

44,836 30,584

27 11,761 11,086
9,153 6,775

(9,950) (9,950)

6,815 1,770

(417) (1,057)

27 )

27,447 21,982

44,836 30,584

These financial statements were approved by the directors on 28 September 2020 and were signed and authorised

NAANET

for issue on their behalf by:

£ € Ja (.
Roderick R Waldie
Chief Executive Officer

Company registered number: 09310078

Neil A Smith
Finance Director

The accompanying notes on pages 81 to 132 form an integral part of these financial statements.
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Consolidated statement of changes in equity

At 1 May 2018, as previously
reported

Adjustment from adoption of IFRS
9 (net of tax)

Restated balance at 1 May 2018

Comprehensive income:
Profit for the year

Exchange rate differences
Total comprehensive income

Transactions with owners
recognised directly in equity:
Issue of share capital

Recognition of tax benefit on gain
from equity settled share options
Purchase of own shares at nominal
value

Reclassification of gain on own
shares

Sale of treasury shares

Purchase of treasury shares
Dividend paid

Share based payment transactions
Deferred tax on equity settled
element of share based payment
charge

Total equity at 30 April 2019

At 1 May 2019, as previously

reported

Adjustment from adoption of IFRS 16
(net of tax)

Restated balance at 1 May 2019

Comprehensive income:
Profit for the year

Exchange rate differences
Total comprehensive income

Transactions with owners
recognised directly in equity:
Issue of share capital

Recognition of tax benefit on gain
from equity settled share options
Purchase of own shares at nominal
value

Sale of treasury shares

Purchase of treasury shares
Dividend paid

Share based payment transactions
Deferred tax on equity settled
element of share based payment
charge

Total equity at 30 April 2020

Gateley (Holdings) Plc
Annual report and financial statements

For the year ended 30 April 2020

Share Share Merger Other Treasury Retained Foreign Total
capital premium reserve reserve reserve earnings currency Equity
translation
reserve
£'000 £'000 £000 £'000 £'000 £000 £'000 £'000
10,688 4,576 (9,950) 1,547 (15) 16,119 23 22,988
- - - - - (353) - (353)
10,688 4,576 (9.950) 1,547 (15) 156,766 23 22,635
- - - - - 13,041 - 13,041
- - - - - (25) (25)
~ _ - - . 13,041 (25) 13,016
398 2,151 - 223 - - - 2,772
- - - - - 726 - 726
- L - - - - (242) - (242)
- 28 - - . (28) - -
- - - - 791 - - 791
- - - - (1,833) - - (1,833)
. N - - - (8,118) - (8118)
- - - - 655 - 655
N - - - - 182 . 182
11,086 6,755 (9,950) 1,770 (1,057) 21,982 (2) 30,584
11,086 6,755 (9,950) 1,770 (1,057) 21,982 (2) 30,584
- . . - - (725) - (725)
11,086 6,755 (9,950) 1,770 (1,057) 21,257 (2) 29,859
- - - - - 11,723 - 11,723
- - - - - - 29 29
= - - - - 11,723 29 11,752
675 2,398 5,045 - - - 8,118
- - - - - 374 - 374
. N N . = (163) = (163)
- - - - 1,915 - - 1,915
= - - - (1,275) . = (1,275)
- - - - - (6,007) - (6,007)
- - - - - 821 - 821
- - - - - (558) - (558)
11,761 9,153 (9,950) 6,815 (417) 27,447 27 44,836
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Consolidated statement of changes in equity (continued)
The following describes the nature and purpose of each reserve within equity:

Share premium — Amount subscribed for share capital in excess of nominal value together with gains on the sale of own
shares and the difference between actual and nominal value of shares issued by the Company in the acquisition of trade
and assets.

Merger reserve — Represents the difference between the nominal value of shares acquired by the Company in the share for
share exchange with the former Gateley Heritage LLP members and the nominal value of shares issued to acquire them.

Other reserve —- Represents the difference between the actual and nominal value of shares issued by the Company in the
acquisition of subsidiaries.

Treasury reserve — Represents the repurchase of shares for future distribution by Group’s Employee Benefit Trust.
Retained earnings — All other net gains and losses and transactions with owners not recognised anywhere else.

Foreign currency translation reserve — Represents the movement in exchange rates back to the Group's functional
currency of profits and losses generated in foreign currencies.

The accompanying notes on pages 81 to 132 form an integral part of these financial statements.
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Consolidated cash flow statement
for year ended 30 April 2020

Note 2020 2019
£'000 £'000
Cash flows from operating activities
Profit for the year after tax ) . 11,723 13,041
Adjustments for:
Depreciation and amortisation 14/16/18 5,913 2,528
Financial income 10 (523) (523)
Financial expense 10 1,266 448
Impairment of Goodwill 16 619 -
Equity settled share-based payments 8 821 655
Profit on disposal of property, plant and equipment 7 - (3)
Loss on disposal of other intangible assets 18 282 -
_Profit on sale of investment ) 6/19 (138) -
Tax expense 11 3,033 2,904
22,996 19,050
Increase in trade and other receivables . (1,730) (3,946)
(Decrease)/Increase in trade and other payables . (6,120) 37
Increase in provisions - 83 25
Cash generated from operations 15,229 15,166
Tax paid ' (2,767) (3,075)
Net cash flows from operating activities 12,462 12,091
Investing activities
Acquisition of property, plant and equipment 14 (857) (1,010)
Acquisition of other intangible assets ' 18 (329) (276)
Cash received on disposal of property, plant and equipment - 3
Cash received on sale of investments ‘ 208 -
Acquisition of other investments ‘ (214) -
Contingent consideration paid - acquisition of subsidiary (625) (236)
Consideration paid on acquisitions, net of cash acquired 17 (2,657) (2,526)
Net cash used in investing activities ‘ (4,474) (4,045)
Financing activities
Interest receivable 10 523 523
Interest and other financial income paid 10 (426) (448)
Lease repayments (801) -
Receipt of new bank loan - 2,970
Repayment of term bank loans 22 (2,573) (2,278)
Repayment of loans from former members of GCL Solicitors &
DirFe)ctyors of IS 22 (402) (904)
Funds from former members of Gateley Tweed 22 30 -
Funding by EBT of SARS shares - (1,863)
Proceeds from sale of own shares 642 767
Acquisition of own shares - (109)
Cash received for share_s issued on exercise of 1.062 _
SAYE/CSOP/SARS options ’
Dividends paid 13 (6,007) (8,118)
Net cash used in financing activities (7,952) (9,460)
Net increase/(decrease) in cash and cash equivalents ’ 36 (1,414)
Cash and cash equivalents at beginning of year 2,887 4,301
Cash and cash equivalents at end of year 26 2,923 2,887

The accompanying notes on pages 81 to 132 form an integral part of these financial statements.
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Notes
(forming part of the financial statements)

1 Basis of preparation and significant accounting policies

Gateley (Holdings) Plc is a Company incorporated and domiciled in the United Kingdom.

The Group financial statements consolidate those of the Company and its subsidiaries (together referred
to as the “Group”). The parent company financial statements present information about the Company as
a separate entity and not about its Group.

The Group and Company financial statements have been prepared and approved by the Directors in
accordance with the Companies Act 2006 and International Financial Reporting Standards as adopted by
the EU (“Adopted IFRSs”).

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
periods presented in these Group financial statements.

Judgements made by the Directors, in the application of these accounting policies that have significant
effect on the financial statements and estimates with a significant risk of material adjustment in the next
year are discussed in note 3.

The individual financial statements of each group company are presented in the currency of the primary
economic environment in which it operates (its functional currency). For the purposes of the consolidated
financial statements, the results and financial position of each group company are expressed in GBP,
which is the functional currency of the Company, and the presentational currency for the Group.

1.1 Measurement convention

The financial statements are prepared on the historical cost basis except where adopted IFRSs require
an alternative treatment. The principal variations relate to investment properties and financial instruments
which are carried at fair value.

1.2 Going concern
See full explanation on pages 22 and 23 of the Strategic Report.

Having reviewed the Group’s forecasts, which includes an analysis of both short term cash flow
forecasts and longer term cash flow forecasts, the risk and uncertainties surrounding the current and
future demand for legal services, and other reasonably possible variations in trading performance,
mitigating actions available to management and the possible impact of Covid-19 the Group expects to be
able to operate within the Group's financing facilities and in accordance with the covenants set out in
those facility agreements.

Sensitivity analysis has been performed in respect of specific scenarios which could negatively impact
our future performance such as lower levels of revenue growth, lower than forecast receipts of cash,

and reduced levels of gross margin expansion. In addition, the Directors have also considered

further mitigating actions such as lower capita! expenditure and other short-term cash management
activities within the Group’s control. On this basis, the Directors have a reasonable basis to conclude that
the Group is forecast to continue to trade in line with existing financing facilities for the foreseeable
future.

Accordingly, the Directors continue to adopt the going concern basis of accounting in preparing the
financial statements.

81



Gateley (Holdings) Plc
Annual report and financial statements

For the year ended 30 April 2020

Notes (continued)
1 Basis of preparation and significant accounting policies (continued)

1.3 Basis of consolidation

On 29 May 2015, the Company acquired 100 per cent of the issued share capital of Gateley Plc which
had, on the same day, acquired the business assets and liabilities of Gateley Heritage LLP, formerly the
partnership of Gateley LLP. Following this Group reorganisation the financial statements for the year
ended 30 April 2016 were prepared on a merger accounting basis as though this Group structure had
always been in place.

Although the share for share exchange resulted in a change of legal ownership, in substance these
financial statements reflect the continuation of the pre-existing group, headed by Gateley LLP.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or
has rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. In assessing control, the Group’s primary consideration is voting rights
that are currently exercisable. The acquisition date is the date on which control is transferred to the
acquirer. The financial statements of subsidiaries are included in the consolidated financial statements
from the date that control commences until the date that control ceases.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated. Unrealised gains arising from transactions with equity-accounted investees
are eliminated against the investment to the extent of the Group’s interest in the investee. Unrealised
losses are eliminated in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

Where necessary, adjustments are made to the financial information of subsidiaries to bring the
accounting policies used into line with those used by the Group.

Audit exemption of subsidiaries
The following subsidiaries are exempt from the requirements of the UK Companies Act 2006 relating to the
audit of individual accounts by virtue of s479A of the Act.

Name Registered number
Gateley UK LLP 0C315778
Gateley EBT Limited 09576648
Gateley Capitus Limited 03324995
Gateley Hamer Limited 03948095
Kiddy & Partners Limited 11379755
International Investment Services Limited 08597472
Persona Associates Limited 02371248
T-Three Consulting Limited 03959623
T-Three Group Limited 06495180
T-Three Holdings Limited 04579021
Gateley Vinden Limited 03830233
Matsa Holdings Limted : 08293396
Thomas Alexander Holdings Limited 02280956
TVP Holdings Limited 06548795

The outstanding liabilities at 30 April 2020 of the above named subsidiaries have been guaranteed by the
Company pursuant to s479A to s479C of the Act. In the opinion of the directors, the possibility of the
guarantee being called upon is remote.
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Notes (continued)
1 Basis of preparation and significant accounting policies (continued)

1.4 Foreign currency

Transactions in foreign currencies are translated to the functional currency of the Group at the foreign
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the statement of financial position date are retranslated to the functional currency at the
foreign exchange rate ruling at that date. Foreign exchange differences arising on translation are
recognised in the consolidated statement of profit and loss. Non-monetary assets and liabilities that are
measured in terms of historical cost in a foreign currency are translated using the exchange rate at the
date of the transaction.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on
consolidation, are translated to the Group's presentational currency, sterling, at foreign exchange rates
ruling at the statement of financial position date. The revenues and expenses of foreign operations are
translated at an average rate for the year where this rate approximates to the foreign exchange rates
ruling at the dates of the transactions.

Exchange differences arising from the translation of foreign operations are reported as an item of other
comprehensive income and accumulated in the translation reserve.

1.5 Classification of financial instruments issued by the Group

The Group has adopted IFRS 9 ‘Financial Instruments’. The standard specifies how an entity should classify
and measure financial assets including some hybrid contracts. Financial assets are to be classified on
principle-based requirements dependent on the assets contractual cash flow characteristics and the Group
business model for managing those assets.

The standard also introduces an impairment model that is to be applied to debt instruments measured at
amortised cost or fair value through other comprehensive income, as well as trade receivables and contract
assets. Under the model, expected credit losses are to be recognised against financial assets. Expected
credit losses have been calculated for the next 12 months in relation to debt securities and over the life
time of trade and other receivables in line with the general approach provided within the standard. The
Group have based the assessment of the expected credit losses on a number of factors including the credit
risk of the asset upon initial recognition as well as observed actual losses against classes of financial assets
and specific client and industry knowledge held by fee earners. - .

Financial instruments issued by the Group are treated as equity only to the extent that they meet the
following two conditions:

(a) they include no contractual obligations upon the Group to deliver cash or other financial assets or
to exchange financial assets or financial liabilities with another party under conditions that are
potentially unfavourable to the Group; and

(b)  where the instrument will or may be settled in the Company’s own equity instruments, it is either a
non-derivative that includes no obligation to deliver a variable number of the Company's own equity
instruments or is a derivative that will be settled by the company’s exchanging a fixed amount of
cash or other financial assets for a fixed number of its own equity instruments.

(c) Tothe extent that this definition is not met, the financial instruments (including members’ capital)
are classified as a financial liability. Profit distributions relating to equity instruments are debited
direct to equity
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Notes (continued)
1 Basis of preparation and significant accounting policies (continued)

1.6 Non derivative financial instruments
Financial assets

The Group's financial assets include cash and cash equivalents and trade and other receivables. All
financial assets are recognised when the Group becomes party to the contractual provisions of the
instrument.

i) Investments

Other investments in debt and equity securities held by the Group that were previously classified as being
available-for-sale and are stated at fair value under , have been classified as equity mvestments
measured at fair value through other comprehenswe income under IFRS 9.

ii) Trade and other receivables

Trade and other receivables (except unbilled amounts for client work) are initially recognised at their
transaction value and carried at amortised cost under IFRS 9.

In line with IFRS 9, the Group recognises as disclosed in note 20 and 21 any expected credit loss against
trade receivables in order to recognise the inherent risk that the Group may not be able to collect all
amounts due according to the original terms of the receivable. The amount of the provision recorded is
based on a broad range of information including past events, current conditions and forecasts of the
future cash flows of the asset and is recognised in the statement of profit and loss in other operating
expenses.

iii)  Cash and cash equivalents

Cash and cash equivalents include cash in hand and deposits held at call with banks. For the purpose of
the consolidated cash flow statement, cash and cash equivalents includes bank overdrafts in addition to
the definition above.

iv)  Treasury shares

The Group operates an Employee Benefit Trust (“EBT") under which ordinary shares have been issued
and are held by the EBT. These are treated as treasury shares and are added to the Treasury Share
Reserve.

Financial Liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all its liabilities.

The Group's financial liabilities comprise trade and other payables, borrowings, contingent consideration,
members' capital and amounts due to members. All financial liabilities are recognised initially at their fair
value and subsequently measured at amortised cost using the effective interest method with the
exception of contingent consideration that is measured at fair value through profit or loss
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Notes (continued)
1 Basis of preparation and significant accounting policies (continued)

i) - Bank borrowings

Ali loans and borrowings are initially recognised at the fair value of the consideration received net of issue
costs associated with the borrowing. Borrowings are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction costs) and the redemption value is recognised in the
statement of profit and loss over the period of the borrowings using the effective interest method

Financial expenses comprise interest expense on borrowings.
ii) Trade and other payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost,
using the effective interest rate method. '

The Group completed a number of complimentary acquisitions in the year, as a result of these the Group
now holds various loans from former Partners or members of the acquired businesses. These loans are
measured and held at fair value.

iii)  Contingent consideration

Contingent consideration is initially recognised and carried at the fair value.. Any interest payable on the
balance is reflected in the value of the liability and charged monthly to the Statement of profit and loss as
it arises.

1.7 Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and impairment charges.

Where parts of an item of property, plant and equipment have different useful lives, they are accounted
for as separate items of property, plant and equipment.

Depreciation is calculated to write off the cost of property, plant and equipment less the estimated
residual value on a straight-line basis over the expected useful economic life of the assets concerned.
Estimated residual values are revised annually.

The useful lives over which these assets are depreciated are:

Leasehold improvements over the term of the lease

Equipment 33.3% straight line

Fixtures and fittings 20% straight line

Right-of-use assets Useful life of the lease (between 1 and 10 years)
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1 Basis of preparation and significant accounting policies (continued)

1.8 Leases

The Group leases offices, equipment and vehicles. Rental contracts are for periods of between 1 and 10
years. Lease terms are negotiated on a lease by lease basis and contain a variety of terms and
conditions.

The Group assesses whether a contract is or contains a lease at inception of the contract. The Group
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements
in which it is the lessee, except for short term leases (defined as leases with a lease term of 12 months or
less) and leases of low value assets (being those assets with a value less than £5,000). For short term and
low value leases, the Group recognises the lease payments as an operating expense on a straight line
basis over the term of the lease.

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities
include the net present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives receivable;
. variable lease payments that are based on an index or a rate;
e amounts expected to be payable by the Group under residual value guarantees;
) the exercise price of a purchase option if the Group is reasonably certain to exercise that option;
and
. payments of penalties for terminating the lease, if the lease term assumed reflects the Group

exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
determined, the Group's incremental borrowing rate is used, being the rate that the Group would have to
pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment
with similar terms and conditions.

The lease liability is presented as a separate line in the consolidated statement of financial position.

Right-of-use assets are recognised at commencement of the lease and initially measured at the amount of
the lease liability, plus any incremental costs of obtaining the lease and any lease payments made at or
before the leased asset is available for use by the Group.

Subsequent to initial recognition, the lease liability is reduced for payments made and increased to reflect
interest on the lease liability (using the effective interest method). The related right-of-use asset is
depreciated over the term of the lease or, if shorter, the useful economic life of the leased asset. The lease
term shall include the period of an extension option where it is reasonably certain that the option will be
exercised. Interest on the lease liability is recognised in the Statement of Comprehensive Income.

The Group remeasures the lease liability (and makes a corresponding adjustment to the related right-of-
use
asset) whenever:

. the lease term has changed or there is a significant change in the assessment of exercise of a

purchase option, in which case the lease liability is remeasured by discounting the revised lease
payments using a revised discount rate;
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1.8 Leases (continued)

. The lease payments change due to changes in an index or rate or a change in expected
payment under a guaranteed residual value, in which cases the lease liability is remeasured by
discounting the revised lease payments using the initial discount rate (unless the lease
payments change is due to a change in a floating interest rate, in which case a revised discount
rate is used);

. a lease contract is modified and the lease modification is not accounted for as a separate lease,
in which case the lease liability is remeasured by discounting the revised lease payments using
a revised discount rate.

The Group did not make any such adjustments during the periods presented.

1.9 Business combinations

Subject to the transitional relief in IFRS 1, all business combinations are accounted for by applying the
acquisition method. Business combinations are accounted for using the acquisition method as at the
acquisition date, which is the date on which control is transferred to the Group.

Acquisitions on or after 1 January 2010

¢ For acquisitions on or after 1 January 2010, the Group measures goodwill at the acquisition date
as: R

. the fair value of the consideration transferred; plus
e the recognised amount of any non-controlling interests in the acquiree; plus
o the fair value of the existing equity interest in the acquiree; less

¢ the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities
assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.

Costs related to the acquisition, other than those associated with the issue of debt or equity securities,
are expensed as incurred.

Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent
consideration is classified as equity, it is not re-measured and settlement is accounted for within equity.
Otherwise, subsequent changes to the fair value of the contingent consideration are recognised in profit
or loss.

On a transaction-by-transaction basis, the Group elects to measure non-controlling interests, which have
both present ownership interests and are entitled to a proportionate share of net assets of the acquiree in
the event of liquidation, either at its fair value or at its proportionate interest in the recognised amount of
the identifiable net assets of the acquiree at the acquisition date. All other non-controlling interests are
measured at their fair value at the acquisition date.
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1.10  Intangible assets and goodwill
Goodwill

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-
generating units and is not amortised but is tested annually for impairment. In respect of equity accounted
investees, the carrying amount of goodwill is included in the carrying amount of the investment in the
investee.

Other intangible assets

Other intangible assets, including software licences, expenditure on internally generated goodwill, brands
and software, customer contracts and relationships are capitalised at cost and amortised on a straight-
line basis over their estimated useful economic lives through operating expenses.

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

Customer lists

Customer lists that are acquired by the Group as part of a business combination are stated at cost less
accumulated amortisation and impairment losses (see accounting policy ‘Impairment of assets’). Cost
reflects management’s judgement of the fair value of the individual intangible asset calculated by
reference to the net present value of future benefits accruing to the Group from the utilisation of the asset,
discounted at an appropriate discount rate.

Brand value

Certain acquisitions have retained their trading name due to the value of the brand in their specific market
place.

Brand value is amortised over a period of three or five years based on the Directors assessment of the
future life of the brand, supported by trading history.

Internally generated computer software

Costs associated with maintaining computer software programs are recognised as an expense when
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 sell or use the software product;

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

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

— the expenditure attributable to the software product during its development can be reliably measured.

Other development expenditures 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 period.

Computer software development costs recognised as assets are amortised over their estimated useful
lives, which does not exceed five years. Computer software under development is not amortised.
Amortisation starts from the date on which the software is available for use. If a decision is made to halt
development then the cost is immediately expensed.
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1.10 Intangible assets and goodwill (continued)
Amortisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of
intangible assets unless such lives are indefinite. Intangible assets with an indefinite useful life and
goodwill are systematically tested for impairment at each statement of financial position date. Other
intangible assets are amortised from the date they are available for use. The estimated useful lives are as
follows:

Customer lists and brands 3 years
Computer software 3 years
1.11  Investment property

Investment properties are properties which are held either to earn rental income or for capital appreciation
or for both. Investment properties are stated at fair value. Any gain or loss arising from a change in fair
value is recognised in profit or loss.

1.12  Impairment excluding investment properties

Financial assets (including receivables)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether it is impaired. Management assess impairment of financial assets based on a broad
range of information, including past events, current conditions and forecasts of the future cash flows of
the asset that can be estimated reliably. .

Interest on the impaired asset continues to be recognised through the unwinding of the discount. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is
reversed through profit or loss.

Under IFRS 9 the Group recognises expected credit losses (ECL’s) on receivables through application of
the simplified method. The ECL's are determined using historic credit loss experience adjusted for
forward-looking factors and specific provisions based on management knowledge and expertise. Whilst
the longevity and impact of the COVID 19 pandemic is unknown, management have considered the
potential defaults on receivables as a result and reflected these in the ECL’s calculated.

Intangibles and property, plant and equipment

The carrying amount of the Group’s assets including property, plant and equipment and intangibles other
than goodwill is reviewed at each year end date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount is estimated.

An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating unit
exceeds its recoverable amount. Impairment losses are recognised in profit or loss. Where an
impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised in profit or loss where it relates to an amount charged to profit or loss.

Gooawill

Goodwill is capitalised as an intangible asset and is not amortised but tested for impairment annually and
when there are any indications that its carrying value is not recoverable. As such, goodwill is stated at
cost less any provision for impairment in value. For impairment testing purposes, goodwill is allocated to
cash-generating units. If a subsidiary undertaking is subsequently sold, goodwill arising on acquisition is
taken into account in determining the profit or loss on sale.
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1.13  Employee benéefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution pension plans are recognised as an
expense in the statement of profit and loss in the periods during which services are rendered by
employees.

Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided. A liability is recognised for the amount expected to be paid under short-
term cash bonus or profit-sharing plans if the Group has a present legal or constructive obligation to pay
this amount as a result of past service provided by the employee and the obligation can be estimated
reliably.

Share-based payment transactions
The Group operates an equity settled share based compensation plans.

The grant date fair value of share-based payment awards made to employees is recognised as an
employee expense, with a corresponding increase in equity, over the period that the employees become
unconditionally entitled to the awards. The fair value of the options granted is measured using an option
valuation model, taking into account the terms and conditions upon which the options were granted.

The amount recognised as an expense is adjusted to reflect the actual number of awards for which the
related service and non-market vesting conditions are expected to be met, such that the amount
ultimately recognised as an expense is based on the number of awards that meet the related service and
non-market performance conditions at the vesting date, measured at the grant date fair value of the
award.

At each reporting date, the Group revises its estimates of the number of share incentives which are
expected to vest. The impact of the revision of original estimates is recognised in the income statement
with a corresponding adjustment to equity.

1.14  Own shares held by EBT trust (treasury reserve)

Transactions of the group-sponsored EBT trust are included in the Group financial statements. In
particular, the trust's purchases and sales of shares in the Company are recognised directly within equity.

1.15 Professional indemnity provisions

A provision is recognised when the Group has a present legal or constructive obligation as a result of a
past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Where material, the impact of the time value of money is taken into
account by discounting the expected future cash flow at a pre-tax rate, which reflects risks specific to the
liability.

Insurance cover is maintained in respect of professional negligence claims. This cover is principally
written through insurance companies with coverage of up to £150 million for each claim. Premiums are
expensed as they fall due with prepayments or accruals being recognised accordingly. Expected
reimbursements are recognised once they become receivable. The liability and the associated
reimbursement asset are shown separately in the financial statements. Where outflow of resources is
considered probably and reliable estimates can be made, provision is made for the cost (including related
legal costs) of settling professional negligence claims brought against the Group by third parties and
disciplinary proceedings brought by regulatory authorities. Amounts provided for are based on
management's assessment of the specific circumstances in each case. No separate disclosure is made
of the detail of such claims and proceedings, as to do so could seriously prejudice the position of the
Group. In the event the insurance companies cannot settle the full liability, the liability will revert to the
Group.
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1.16  Revenue recognition
IFRS 15 Revenue from contracts with customers

Under the standard, revenue is recognised either over time or at a point in time. The model uses a
contract based five-step analysis of transactions to determine when, and how much, revenue is
recognised; this includes the matching of stand-alone process for services provided to the satisfaction of
performance obligations.

The Group considers that there are two contract types in issue in the performance of the Group'’s
professional services, being non-contingent and contingent contracts. Non-contingent work is typically
recognised over the duration of the contract in fine with the number of hours charged to the engagement
at a pre-established rate. Under IFRS 15 the hours worked on these engagements are considered to be
the satisfaction of the performance obligation, therefore where collection of revenue is considered
probable, it is recognised in line with the hours performed. Contingent work is typically recognised at a
point in time, once the pre-agreed stages of the contract performance are reached or concluded as a
result of an event linked to each work type performance. In line with IFRS 15 the Group recognises
revenue on these contracts at a point in time once the uncertainty over the contingent event has been
satisfied as this is the point at which the performance obligation is considered to have been met. The
standard requires both contract assets and liabilities being recognised. Whilst IFRS 15 requires that when
an entity has an unconditional right to consideration then at this point the contract asset would become a
trade receivable regardless of whether a bill has been issued. However, the Group does not consider the
right to be unconditional until the point of billing at which point the fee amount has been agreed and
confirmed with the customer. Therefore, these unbilled amounts are recognised as contract assets as
opposed to trade receivables. The Group have also recognised a contract liability under the standard that
represents the amount of income that has been invoiced in advance of the service being performed.

Recoverable expenses and disbursements represent charges from other professional service firms,
sub-contractors and out of pocket expenses incurred in respect of assignments and expected to be
recovered from clients.

Rental income, generated through the subletting of office space, is recognised in line with IFRS 16, ona
straight line basis over the lease term.

Other income includes the recognition of government supported income from its Coronavirus Job
Retention scheme. Income is recognised in the same period as the corresponding employee costs.

1.17  Short term and low value lease payments

Payments made on short term and low value leases are recognised in the statement of profit and loss on
a straight-line basis over the term of the lease in prior year comparatives and where current year leases
meet the short-term lease criteria under IFRS 16.

1.18  Financial income and expenses

Financial expenses comprise interest payable and exchange losses that are recognised in the statement
of profit and loss. Financial income comprises interest receivable on funds invested and exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective
interest method.
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1.19 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the income
statement except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates and laws enacted or substantively enacted at the statement of financial position date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The following temporary
differences are not provided for: the initial recognition of goodwill; the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit other than in a business combination, and differences
relating to investments in subsidiaries to the extent that they will probably not reverse in the foreseeable
future. The amount of deferred tax provided is based on the expected manner of realisation or settiement of
the carrying amount of assets and liabilities, using tax rates and laws enacted or substantively enacted at
the statement of financial position date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the temporary difference can be utilised.

1.20 Non-underlying items

Non-underlying items are non-trading and or non-cash items disclosed separately in the Consolidated
Income Statement where the quantum, nature or volatility of such items would otherwise distort the
underlying trading performance of the Group. The following are included by the Group in its assessment
of non-underlying items:

e Share based payment charges: such charges are treated as non-underlying as the gain realised
on the options granted is settied in shares not cash and therefore does not impact the income
statement. The IFRS 2 charge is taken to the income statement, these expenses are treated as
non-underlying items as they are either non-cash or non-recurring in nature.

o Amortisation in respect of intangible fixed assets: these costs are treated and non-underlying as
they are non-cash items. '

The tax effect of the above is also included if considered significant.
1.21 Exceptional items

Exceptional items are one off transactions, unrelated to the underlying trading performance of the Group
disclosed separately in the Consolidated income Statement where the quantum, nature or volatility of
such items would otherwise distort the underlying trading performance of the Group.

The following are included by the Group in its assessment of exceptional items:

¢ Gains or losses arising on disposal, closure, restructuring or reorganisation of businesses that do
not meet the definition of discontinued operations.

e Impairment charges in respect of intangible fixed assets: these costs are treated as exceptional
due to their one off nature.

e Non-typical expenses associated with acquisitions.

o Costs incurred as part of significant refinancing activities.

The tax effect of the above is also included if considered significant.

Details in respect of the non-underlying items recognised in the current and prior year are set out in note
7 to the Financial Statements.
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1.22  Ordinary dividends

Dividends are recognised as a liability in the period in which they are approved by the Company’s
shareholders.

2 Accounting developments
New and amended IFRS that are effective for the current year

In the year, the Group adopted one new IFRS, issued by the International Accounting Standards Board
_ (IASB) that is effective for an annual period that begins on or after 1 January 2019 (and has been endorsed
for use within the EU). IFRS 16 replaces IAS 17 'leases’.

IFRS 16 leases

- The Group leases offices, equipment and vehicles. Rental contracts are for periods of between 1 and 10
years. Lease terms are negotiated on a lease by lease basis and contain a variety of terms and conditions.

The main change on application of IFRS 16 is the accounting for 'operating leases' where rentals payable
(as adjusted for lease incentives) were previously expensed under IAS 17 on a straight-line basis over the
lease term.

Under IFRS 16 a right-of-use asset and a lease liability are recognised for all leases except ‘low-value'
. (where the value of the leased asset is below £5,000) and 'short’ term leases (where the lease term is 12
. months or less) where lease payments are recognised on a straight-line basis over the lease term.

“The Group has applied IFRS 16 using the modified retrospective approach to all leases recognising the
"~ cumulative effect against opening reserves at 1 May 2019. Therefore the comparative figures are as
previously reported under IAS 17. The Group has applied this approach subject to the transition provisions
as set out below:

. the use of a single discount rate for a portfolio of leases with reasonably similar characteristics
e reliance on previous assessments on whether leases are onerous at 1 May 2019 and reducing
the right-of-use asset value by that amount;
o initial direct costs have been excluded from the measurement of the right-of-use asset; and
) the use of hindsight in determining the lease term where the contract contains options to extend

or terminate the lease.

On the Statement of Financial Position, a new category of fixed asset (right-of-use) has been created to
recognise the value of right-of-use assets, whilst the full liability of leases has been recognised within both
current and non-current liabilities. Over the life of the leases, the right-of-use asset will be depreciated and
interest will be charged on the liability; these charges will replace the cost of operating leases which has
previously been charged as part of administrative expenses. On the Statement of Cash Flows, payments
of leases are treated as financing activities; these payments previously formed part of operating cash flow.

The Group has also elected not to reassess whether a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before the transition date the Group relied on its assessment
made applying 1AS 17 and IFRIC 4 Determining whether an Arrangement contains a Lease.

In respect of IFRS16 leases, each lease is considered as a single transaction in which the asset and liability
are linked so that there is no net temporary difference at inception and subsequently deferred tax is
recognised on the net temporary difference arising on settlement of the liability and the amortisation of the
right of use asset.

Operating leases under IAS 17, except 'low value' and 'short-term' leases
The lease liability is measured and the present value of the remaining lease payments at 1 May 2019,
discounted at the lessee's incremental borrowing rate at that date.
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New and amended IFRS that are effective for the current year (continued)
The right-of-use asset is either

. measured as if IFRS 16 had been applied from commencement of the lease, but using the
lessee's incremental borrowing rate at 1 May 2019 to discount future payments; or

. measured at the amount of the lease liability recognised in accordance with the measurement
set out above, adjusted for accrued or prepaid operating lease payments at 1 May 2019.

This measurement has been made on a 'lease by lease' basis.

‘Low value' leases
When the value of an underlying asset (if new) at 1 May 2019 is £5,000 or less, the Group has continued
to recognise the lease payments associated with those leases on a straight line basis over the lease term.

‘Short term’ leases
Where the lease ends before 30 April 2020, the Group has continued to recognise the lease payments
associated with those leases on a straight line basis over the lease term

The impact of IFRS 16 is detailed further in note 30.
The following accounting policies were applied to leases in the year ended 30 April 2019:

Where assets are financed by leasing agreements that give rights approximating to ownership (“finance
leases"), the assets are treated as if they had been purchased outright. The amount capitalised is the
present value of the minimum lease payments payable during the lease term. The corresponding leasing
commitments are shown as obligations to the lessor.

Lease payments are treated as consisting of capital and interest elements, and the interest is charged to
the statement of profit and loss in proportion to the remaining balance outstanding. :

All other leases are "operating leases" and the annual rentals are charged to the statement of profit and
loss on a straight line basis over the lease term.

During the year ended 30 April 2019, operating lease rentals of £3,429,000 were charged to other operating
charges.

New and revised IFRS in issue but not yet effective

At the date of authorisation of these financial statements, certain new standards, amendments and
interpretations to existing standards have been published by the IASB but are not yet effective and have
not been applied early to the Group:

Revised IFRS Effective date
IFRS 3 Business Combinations 1 January 2020

The directors do not expect that the adoption of the Standards listed above will have a material impact on
the financial statements of the Group in future periods.
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3 Critical accounting judgements and key sources of estimation uncertainty

The preparation of consolidated financia!l statements under IFRS requires management to make
estimates and assumptions which affect the reported amount of revenues, expenses, assets and liabilities
and the disclosure of contingent liabilities. If in the future such estimates and assumptions, which are
based on Management's best judgement at the date of preparation of the financial statements, deviate
from actual circumstances, the original estimates and assumptions will be modified as appropriate in the
period in which the circumstances change. The key areas where a higher degree of judgement or
complexity arises, or where estimates and assumptions are significant to the consolidated financial
statements are discussed below.

Management does not consider there to have been and critical accounting judgements made in the
financial year.

Estimates
impairment assessment of trade receivables (note 21) and unbilled revenue (note 20)

The carrying amount of trade receivables on client assignment is held at selling price less lifetime
estimated credit losses (ECLs) . The inclusions of the ECLs contributes to reducing the risk relating to
the amounts of debts that are recoverable or not recoverable.

ECLs have been estimated based on historic credit losses within each operating segment for each ageing
bracket. These credit losses calculated have then been adjusted where appropriate for the inclusion of
management and legal professional judgement to account for any forward looking information on specific
clients.

Management have performed sensitivity analysis over the ECL and specific provision applied to trade
receivables:

Increase/(decrease) in
value of trade

receivables

£000

+1% increase in specific provision in ECL (379)
-1% decrease in specific provision movement in ECL 379

Management believe the overall provision held against trade receivables is prudent and therefore any
increase in rate to be unlikely.

Management have also applied the same expectation of credit losses for trade receivables to contract
assets to assess the recoverability of unbilled revenue recognised in the consolidated accounts

Management have performed sensitivity analysis on the expectation of recoverability applied to the
contract assets balance:

Increase/(decrease) in
value of contract assets

£'000
+1% increase in ECL rate 120
-1% decrease in ECL rate (120)

Management believe that the provision in place is sufficiently prudent and therefore any increase in the
rate applied is unlikely.
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Unbilled revenue on client assignments (note 20)

The valuation of unbilled revenue involves detailed understanding of contractual terms with clients, and
affects the amount of revenue recognised. The valuation is based on an estimate of the amount
expected to be recoverable from clients on unbilled items based on such factors as time spent, the
expertise and skills provided and the stage of completion of the assignment. The principal uncertainty
over this estimation is a result of the amounts not yet being billed to, or recognised by the client. The
extent of such uncertainty is increased on contingent engagements as there is no certainty that the
amount will be recoverable at all until the contingent event is satisfied. Management look to reduce this
level of uncertainty by conducting comprehensive risk assessments over each engagement undertaken to
minimise the overall risk held by the Group. Provision is made for such factors as historical recoverability
rates, contingencies, agreements with clients, external expert’s opinion and the potential credit risks,
following interactions between legal staff, finance and clients. In assessing whether unbilled time is
recognised as unbilled revenue, management are required to make estimates in determining the point at
which the contingency is resolved and when the fair value of consideration can be measured reliability.
Where a case is contingent at the statement of financial position date, no revenue is recognised. Where
entitlement to income is certain it is recognised at selling price.

Valuation of intangibles (note 16)

Measurement of intangible assets relating to acquisitions: In attributing value to intangible assets arising
on acquisition, management has made certain assumptions in terms of cash flows attributable to
intellectual property and customer relationships. The key assumptions made relate to the valuation of the
brand, where the acquired brand is retained by the entity, and the customer list. The value of such
intangibles has been estimated based on the amount of revenue expected to be generated by them. The
revenue estimations rely on annual growth rates. Management have selected the appropriate rates based
on a combination of observed historical growth, industry norms and forecasted influencing factors.
Management have also performed sensitivity analysis to assess the impact of any variation to the growth -
rate used, see note 16. The rates applied reflect previous growth rates, with sensitivities indicating that
variations in the actual rate achieved are unlikely to materially impact the valuation of the intangible
assets.

Impairment of goodwill (note 16)

Goodwill is separately disclosed as an intangible asset and is not amortised but tested for impairment
annually and when there are any indications that its carrying value is not recoverable. As such, goodwill is
stated at cost less any provision for impairment in value. For impairment testing purposes, goodwill is
allocated to cash-generating units (‘CGUs’). The value of goodwill is assessed at each year end to
ensure that the carrying value in each CGU is still reflective of the underlying values calculated on day
one. The assessment of any impairment requires significant judgement from management in estimating
future performance and any associated impairment.
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4 Revenue and operating segments

The Chief Operating Decision Maker (“CODM") is the Strategic Board. The Group have the following five
strategic divisions, which are its reportable segments. These divisions offer a mixture of legal and
consultancy services to clients. With effect from 1 May 2020 all service lines are managed through two
separately reporting lines renamed Gateley Legal and Gateley Consuitancy.

The following summary describes the operations of each reportable segment as reported up to 30 April
2020 and also the new service lines:

Reportable segment Legal service lines Consultancy service lines
- {Gateley Legal) {Gateley Consultancy)

Banking and financial services Asset finance Vinden
Banking
Restructuring

éorboraté " Corporate International investment Sen/icés
Privale clienlTamily ~ +~ " =~ ‘ e o B cew s
Taxation i

Business services Commercial Vinden
Commercial Dispute Resolution/Litigation
Shipping
Tweed (reputation, media and privacy law)

'érﬁgloyi'nent, Per;{sioﬁs a'nd' .v , Employment Entrusi'- ’

JBeneﬁts ’ , Pension :

Property Real Estate Capitus
Residential Development Hamer/Persona
Construction Vinden
Planning

The revenue and operating profit are attributable to the principal activities of the Group. A geographical
analysis of revenue is given below:

2020 2019

£°000 £000

United Kingdom 104,911 95,319
Europe 2,748 3,351
Middle East 454 547
North and South America 533 3,457
Asia 289 206
Other 903 591
109,838 103,471

The Group has no individual customers that represent more than 10% of revenue in either the 2020 or
2019 financial year. The Group's assets and costs are predominately located in the UK save for those
assets and costs located in the United Arab Emirates (UAE) via its Dubai subsidiary. Net liabilities of
£0.04m (2019: Net assets of £0.2m) are located in the Group’s Dubai subsidiary. Revenue generated by
the Group’s Dubai subsidiary to customers in the UAE totalled £0.5m (2019: £0.7m) as disclosed above

as due from the customers in the Middle East.
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2020
Banking and Corporate Business Employee Property Total Other expense Total
Financial Services Pensions segments and movement
Services and in unbilled
Benefits revenue
£'000 £'000 £000 £000 £000 £000 £'000 £'000
Segment revenue from services transferred at a 6,495 6,956 3,628 1,611 15,699 34,389 579 34,968
point in time
Segment revenue from services transferred 10,206 12,845 8,927 12,020 29,372 73,370 1,500 74,870
over time : :
Total Segment revenue 16,701 19,801 12,555 13,631 45,071 107,759 2,079 109,838
Segment contribution (as reported internally) 6,538 7,616 4,992 4,876 21,317 45,339 2,079 47,418
Costs not allocated to segments:
Other operating income 665
Investment income 138
Personnel costs (7,523)
Depreciation and amortisation (5,913)
Other operating expenses (17,361)
Share based payment charges (821)
Exceptional costs (1,104)
Net financial expense 743
Profit for the financial year before taxation 14,756
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4 Revenue and operating segments (continued)
2019
Banking and Corporate Business Employee Property Total Other expenses . Total
Financial Services Pensions segments and movement
Services and in unbilled
Benefits ' revenue
£'000 £'000 £'000 £000 £'000 £'000 £000 £000
Segment revenue from services transferred at a 7,704 5,638 4,461 498 12,946 31,247 1,079 32,326
point in time .
Segment revenue from services transferred 9,275 11,274 8,975 10,594 30,479 70,597 548 71,145
over time .
Total segmental revenue 16,979 16,912 13,436 11,092 43,425 101,844 1,627 103,471
Segment contribution (as reported internally) 6,447 4,994 5,987 3,994 19,810 41,232 1,627 42,859
Costs not allocated to segments:
Other operating income 313
Personnel costs (7,006)
Depreciation and amortisation (2,528)
Other operating expenses (17,052)
Share based payment charge (655)
Exceptional costs (61)
Net financial expense 75
Profit for the financial year before taxation ~ 15,945

Group entities may be engaged on a contingent basis; in such cases the Group consider the satisfaction of the contingent event as the sole performance

obligation within the contract. Fees are only billed once the contingent event has been satisfied. The initial financing of these engagements types is met by the
Group. Due to the nature and timing of the billing, such engagements influence the contract asset balance held in the balance sheet at year end. In the
majority of cases the contingent event is expected to be concluded within one year of the engagement date. The Group operates standard payment terms of
30 days. £12.7 million of the current period revenue is derived from services satisfied, in part, in the previous period.

Services transferred over time

For non-contingent engagements, fee earners hourly rates are determined at the point of engagement with all hours attributed to the engagement fully and
accurately recorded. The recorded hours are then translated into fees to be billed and invoiced on a monthly basis. The Group typically operates on 30 days
credit terms, in line with IFRS 15 the performance obligations are fulfilled over time with revenue being recognised in line with the hours worked.
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4 Revenue and operating segments (continued)

Contract assets

Under IFRS 15 the Group recognises any goods or services transferred to the customer before the customer pays consideration, or before payment is due, as
a contract asset . These assets differ from accounts receivables. Accounts receivable are the amounts that have been billed to the client and the revenue
recognised, whereas these contract assets are amounts of work in progress where work has been performed, yet the amounts have not yet been billed to the
client. Due to the nature of the services delivered by the Group the significant component of the cost of delivery is staff costs. As a result, there is little to no
judgement exercised in determining the costs incurred as they are driven by the time recorded by fee earners. Contract assets are subject to impairment
under IFRS 9. .

No other financial information has been disclosed as it is not provided to the CODM on a regular basis.

Contract Liabilities

Under IFRS 15 the Group is required to recognise contract liabilities based on those amounts recognised against contracts for which the satisfaction of
performance obligations has not yet been met. These liabilities relate to the deferred income recognised within Kiddy & Partners and T-three Consulting
Limited as a result of their billing structure. The amounts recognised reflect the agreed cost of the services to be performed and are realised in line with the
ongoing cost of delivery. Due to the nature of the services provided, the main component of this cost of delivery is staff costs, as a result there is little to no
judgement exercised in determining the value of the liability held at year end. ’

Practical expedients under IFRS 15

Under IFRS 15 companies are required to disclose the aggregate amount of the transaction price allocated to the performance obligations that are unsatisfied
at the end of the reporting period. However, only a small proportion of revenue contracts in issuance are for fixed amounts, rather the company has a right to
consideration from the customer in an amount that corresponds directly with the value to the customer of the business’ performance completed to date.
Therefore, the Group considers it impractical to estimate the potential value of unsatisfied performance obligations and has elected to apply the practical
expedient available under IFRS 15.
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5 Other operating income

Rental and service charge income

COVID 19 Job retention scheme income
Exchange gain

Cash incentives — Bank account switching income

6 investment income

Income from sale of investment — Business Collaborator Limited

7 Expenses and auditor’s remuneration

Included in operating profit are the following:

Depreciation on tangible assets
Depreciation on right-of-use asset

Short term and low value lease payments
Operating lease costs on property

Other operating income — rent received
Foreign exchange losses

Profit on sale of fixed assets

Non-underlying items

Amortisation of intangible assets (see notes 16 and 18)

Share based payment charges — Gateley Plc
Share based payment charges — Kiddy & Partners

Exceptional items
Acquisition costs
Impairment of software development costs

Total non-underlying and exceptional items

Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

2020 2019
£°000 £'000
216 313
416 -
17 -
16 -
665 313
2020 2019
£°000 £'000
138 -
2020 2019
£'000 £'000
1,083 1,122
3,455 -
84 116

- 3,313
(216) (258)
(29) 25
- (3)
2020 2019
£°000 £'000
1,375 1,406
821 655
534 -
2,730 2,061
107 61
463 -
570 61
3,300 2,122

101



Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Notes (continued)

7 Expenses and auditor’s remuneration (continued)

Acquisition costs represent professional fees in respect of the acquisition of T-Three Consulting Limited
and The Vinden Partnership Limited (2019: GCL Solicitors LLP).

Share based payment charges in Gateley Plc represent charges in accordance with IFRS 2 in respect of
unexercised SAYE, CSOP, SARS and LTIP schemes (See note 9).

Share based payment charges in Kiddy & Partners represent bonuses awarded to staff based on profit
related performance conditions settled 50% in cash and 50% in shares are the prevailing market value at
the time of issue (See note 8 and 9)

Impairment of software development costs relates to internally generated costs capitalised in previous
years, released due to the cessation of the related IT project to install a new practice management
system. (See note 18) .

Auditor’s remuneration

2020 2019
£'000 - £'000
Fees payable to the Company’s Auditors in respect of audit services: .
Audit of these financial statements 143 68
Audit of financial statements of subsidiaries of the Company 15 22
' 158 90
Amounts receivable by the Company’s auditor and its associates in
respect of:
Other assurance services 33 33
Tax advisory services 7 -
Tax compliance services ‘ 45 11
85 44
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8 Personnel costs

The average number of persons employed by the Group during the year, analysed by category, was as

follows:
Number of employees

2020 2019
Legal and professional staff 706 610
Administrative staff 341 297
1,047 907
The aggregate payroll costs of these persons were as follows:
2020 2019
£000 £000
Wages and salaries 55,696 54,341
Social security costs 6,280 7,289
Pension costs 1,555 1,127
. 63,531 62,757
Non-underlying items (see note 7)
Share based payment expense — Gateley Plc . 821 655
Share based payment expense — Kiddy and Partners 534 -
64,886 63,412

Details of the Directors’ remuneration and share interests are gi\/en in the Summary of Directors’
remuneration for the year within the Directors’ Remuneration Report on page 40.

9 Share based payments

Group

At the year end the Group has four share based payment scheme in existence.
Save As You Earn scheme (‘SAYE')

The Group operates a HMRC approved SAYE scheme for all staff. Options under this scheme will vest if
the participant remains employed for the agreed vesting period of three years. Upon vesting, each option
allows the holder to purchase the allocated ordinary shares at a discount of 20% of the market price
determined at the grant date.

During the year 844,695 SAYE 16/17 options vested out of a potential 853,598 new shares issued via a
block listing in order to fully satisfy all possible options. 853,598 new 10p shares with a nominal value of
£85,360 where issued on 1 October 2019. The accrued IFRS2 charge of £243,984 has been released
against other reserves.

Company Share Option Plan (‘{CSOP’)

The Group operates an HMRC approved CSOP scheme for associates, senior associates, legal directors,
equivalent positions in Gateley Group subsidiary companies and senior management positions in our
support teams. Options under this scheme will vest if the participant remains employed for the agreed
vesting period of three years. Upon vesting, each option allows the holder to purchase the allocated
ordinary shares at the price on the date of grant.

During the year 711,163 CSOP 16/17 options became exercisable. 588,504 options were exercised by
30/4/2020 leaving 122,659 options still to exercised. New shares were created in order to fully satisfy all
exercisable options. 711,163 new 10p shares with a nominal value of £71,116 where issued on 6
February 2020. The accrued IFRS2 charge of £122,095 has been released against other reserves.
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9 Share based payments (continued)
Long Term Incentive Plan (‘LTIP')

The Group has introduced during the year an LTIP for the benefit of Executive Directors and Senior
management. Awards under the LTIP may be in the form of an option granted to the participant to
receive ordinary shares on exercise dependent upon the achievement of profit related performance
conditions. .

Performance conditions

Options granted under the LTIP are only exercisable subject to the satisfaction of the following
performance conditions which will determine the proportion of the option that will vest at the end of the
three-year performance period. The awards will be subject to an adjusted fully diluted earnings per share
performance measure as described in the table below:

Adjusted, fully diluted earnings per Share Compound Annual Amount Vesting %
Growth Rate (CAGR) over the three year period ending 30

April 2023

Below 5% : _ 0%

5% 25%
Between 5% and 10% . Straight line vesting
Above 10% S 100%

The options will generally be exercisable after approval of the financial statements during the year of
exercise. The performance period for any future awards under the LTIP will be a three-year period from
the date of grant. Vested and unvested LTIP awards are subject to a formal malus and clawback
mechanism.

Grant of equity share options under the LTIP

Certain senior employees and executive directors were initially granted options on 24 February 2020
based on performance conditions commencing on 1 May 2019. These options were cancelled on 17 July
2020 as a result of the impact of Covid-19 on the achievement of those performance conditions. The fair
value of the cancelled options is deemed to be nil as a result of the impact of Covid-19 on the Group.
The Committee has subsequently reassessed the use of this incentive scheme and granted new options
on the 22 July 2020 based on performance conditions commencing a year on 1 May 2020. The number
of options granted were allocated to the same employees in the same proportions as the February issue
however approximately 28% more awards were issued to those employees so as to enhance the
incentivisation of these awards during the difficult and challenging economic conditions encountered due
to the impact of Covid-19.
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9 Share based payments (continued)
Stock Appreciation Rights Scheme (‘SARS’)

The SARS is a discretionary executive reward plan which allows the Group to grant conditional share
awards or nil cost options to selected executives at the discretion of the Remuneration Committee.

The awards vest after a three year performance period. On exercise, participants will receive an award of
shares equal to the growth in value of the option between the date of grant and the date of exercise in
excess of the hurdle rate calculated by reference to the number of reference options granted to each
option holder. The hurdle rate is currently set at 115.765% of the market value of the underlying shares
on the date of the grant.

No awards wére granted under the SAR Scheme during the year ended 30 April 2020 or 30 April 2019.

During the year 10,225,000 SARS 16/17 options (2019: 6,650,000 SARS 15/16 options) vested resulting
in the issue of 1,623,648 (2019: 2,425,024) new 10p shares with a nominal value of £162,365 (2019:
£242 502) issued on 8 October 2019 (2019: 17 July 2018). The accrued IFRS2 charge of £847,770
(2019: 325,000) has been released against other reserves.

The resultant number of shares granted from the exercise of SARS are detailed below:

Reference Price at
shares in grant date Price at :
issue at including exercise Growth Number of shares
exercise date hurdle date  Growth value at exercise price
Number £ £ £ £'000 Number
Year ended 30 Agpril 2019
SARS 15/16 S 6,650,000 1.100 1.731 0.631 4,198 2,425,024
Year ended 30 April 2020
SARS 16/17 10,225,000 1.390 1.630 0.240 2,454 1,512,883

The below table shows the estimated number of shares to be issued under the remaining SARS scheme
in issue based on the Company’s share price at the balance sheet date of £1.565:

Reference
shares in Number of
issue at 30  Share price at Price at 30 Estimated Estimated shares at
April 2020 30 April 2020 April 2020 growth growth value  exercise price
Number £ £ £ £'000 Number
SARS 17/18 6,750,000 £1.83 £1.57 (£0.26) - -
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9 Share based payments (continued)

The annual awards granted under all schemes are summarised below:

At 30 April

Weighted Weighted Originally  Lapsed at At 1 May Granted Lapsed
average average granted 30 April 2020 during during 2020
remaining exercise 2019 the year year
contractual life price
Number Number Number Number Number
SARS
SARS 17/18 - 3 October 2017 0.4 years £1.83 7,050,000  {300,000) 6,750,000 - - 6,750,000
SAYE
SAYE 17/18- 15 September 0.4 years £1.33 556,296 (60,632) 495,664 - (80,246) 415,418
2017
SAYE 18/19 — 21 September 1.4 years £1.27 620,335 (19,874) 600,461 - (53,537) 546,924
2018
SAYE 19/20'- 30 September 2.4 years £1.28 - - - 819,626 (48,839) 770,787
2019
1,176,631 (80,506) 1,096,125 819,626 (182,622) 1,733,129
CSOPS :
CSOPS 17/18 — 3 October 2017 0.4 years £1.65 581,162 (92,114) 489,048 - (33,330) 455,718
CSOPS 18/19 — 24 October 2018 1.5 years £1.44 812,131 (22,916) 789,215 - (45,832) 743,383
1,393,293  (115,030) 1,278,263 - (79,162) 1,199,101

Fair value calculations

The award is accounted for as equity-settled under IFRS 2. The fair value of awards which are subject to
non-market based performance conditions is calculated using the Black Scholes option pricing model.
This model has been used as an approximation of the binomial model for valuing the SARS granted, the
Directors consider the difference to be immaterial. The inputs to this model for awards granted during the

financial year are detailed below:
CSOP CSOP SAYE SAYE SAYE SARS

Grant date 24/10/18 15/9/17  30/9/19 21/12/18 3/10/17 3/10/17
Share price at date of grant £1.44p £1.65p £1.64 £1585p £1.66p £1.58p
Exercise price £1.44p £165p £127p £1.27p £1.33p £1.83p
Volatility 24% 24% 35% 24% 24% 24%
Expected life (years) 3.3 33 3.3 33 33 3.3
Risk free rate 1% 1% 1% 1% 1% 1%
Dividend yield 4.5% 4% 4% 4.5% 4% 4%
Fair value per share

Market based performance condition £0.16p £0.19p £0.37p £0.27p £0.33p £0.12p

Non-market based performance
condition/no performance condition

Expected volatility was determined by using historical share price data of the Corﬁpany since it listed on 8
June 2015. The expected life used in the model has been based of managements expectation of the
minimum and maximum exercise period of three and three and a half years, respectively.

The total charge to the income statement for all schemes now in place, included within non-underlying
items, is £821,000 (2019: £655,000).

During the year an expense disclosable under IFRS 2 in relation to a cash and share settled bonus award
was made to certain employees based on performance of Kiddy and Partners Limited for the year ended
30 April 2019 totalling £534,000. 76,636 shares were issued in satisfaction of 50% of the gross value of
the awarded bonus.
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10  Financial income and expense

Recognised in profit and loss

2020 2019
£'000 £'000
Financial income
Interest income 523 523
Total finance income 523 523
Financial expense
Interest expense on bank borrowings measured at amortised cost (426) (448)
Interest on lease liability (840) -
Total financial expense {1,266) (448)
Net financial (expense)/income (743) 75
11 Taxation
2020 2019
£000 £'000
Current tax expense
Current tax on profits for the year 3121 3,297
Under provision of taxation in previous period 295 121
Total current tax 3,416 3,418
Deferred tax expense -
Origination and reversal of temporary differences (234) (268)
Under provision on share-based payment charges (149) (246)
Total deferred tax expense (383) (514)
Total tax expense 3,033 2,904
The reasons for the difference between the actual tax charge for the year and the standard rate of
corporation tax in the United Kingdom applied to profits for the year are as follows:
2020 2019
£000 £000
Profit for the year (subject to corporation tax) 14,756 15,945
Tax using the Company’s domestic tax rate of 19% 2,804 3,030
Expenses not deductible for tax purposes 83 (4))
Under provision of taxation in previous period 295 121
Under provision on share-based payment charges (149) (246)
Total tax expense 3,033 2,904

On 26 October 2015 the UK corporation tax rate was reduced to 19% (effective from 1 April 2017). As a
result of the March 2020 Budget the UK corporation tax rate remains at 19% for the years beginning 1
April 2020 and 1 April 2021. The deferred tax liability at 30 April 2020 has been calculated based on

these rates.
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12 Earnings per share

Statutory earnings per share

Weighted average number of ordinary shares in issue, being weighted
average number of shares for calculating basic earnings per share

Shares deemed to be issued for no consideration in respect of share based
payments

Weighted average number of ordinary shares for calculating diluted
earnings per share

Profit for the year and basic earnings attributable to ordinary equity
shareholders

Non-underlying and exceptional items (see note 7)

Operating expenses

Tax on non-underlying and exceptional items

Underlying earnings before non-underlying and exceptional items

Earnings per share is calculated as follows:

Basic earnings per ordinary share
Diluted earnings per ordinary share

Basic earnings per ordinary share before non-underlying and exceptional
items

Diluted earnings per ordinary share before non-underlying and exceptional
items

13 Dividends

Equity shares:

Final dividend in respect of 2018 (4.8p per share) — 3 October 2018
Interim dividend in respect of 2019 (2.6p per share) — 15 March 2019
Final dividend in respect of 2019 (5.4p per share) - 15 October 2019

Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

2020 2019
Number Number
113,404,283 110,207,707
2,195,444 2,072,862
115,599,727 112,280,569
2020 2019
£000 £000
11,723 13,041
3,300 2,122
(627) (403)
14,396 14,760
2020 2019
Pence Pence
10.34 11.83
10.14 11.61
12.69 13.39
12.45 13.15
2020 2019

£'000 £'000

- 5,264

- 2,854

6,007 -

6,007 8,118

The Board has not proposed a final dividend be paid in respect of the year ended 30 April 2020 (2019:

5.4p).
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14 Property, plant and equipment

Leasehold Equipment Fixtures and Right-of-use Total

improvements Fittings assets
£000 £'0600 £000 £000 £000
Cost
Balance at 1 May 2018 226 4,432 4,297 - 8,955
Additions 5 643 362 - 1,010
Arising on acquisition after fair value - 208 325 - 533
adjustments
Disposal - . (8) - - (8)
As at 30 April 2019 231 5,275 4,984 - 10,490
IFRS 16 Right-of-use asset - - - 24,360 24,360
Balance at 1 May 2019 231 5,275 4,984 24,360 34,850
Additions - 745 112 4,831 5,688
Arising on acquisition after fair value 231 187 ' 130 - 548
adjustments
Disposal - - - (3.045) (3,045)
As at 30 April 2020 462 6,207 5,226 26,146 38,041
Depreciation and impairment
Balance at 1 May 2018 82 3,438 3,500 - 7,020
Depreciation charge for the year . 22 - 728 372 - 1,122
Arising on acquisition after fair value » - 273 166 - 339
adjustments ,
Eliminated on disposal - (8) - - (8)
Balance at 30 April 2019 104 4,331 4,038 - 8,473
Balance at 1 May 2019 104 4,331 4,038 - 8,473
Depreciation charge for the year 10 687 386 3,455 4,538
Arising on acquisition after fair value 213 139 114 - 466
adjustments
Eliminated on disposal - - - (188) (188)
Balance at 30 April 2020 327 5,157 4,538 3,267 13,289
Net book value
At 30 April 2019 127 944 946 - 2,017
At 30 April 2020 135 1,050 688 22,879 24,752
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15  Investment property

Fair value
Balance at 1 May 2018 and 30 April 2019

Balance at 1 May 2019 and 30 April 2020

Gateley (Holdings) Plc
Annual report and financial statements

For the year ended 30 April 2020

£'000

164

164

The Group’s interest in its freehold property at 216 Capella House, Celestia Falcon Drive, Cardiff Bay,
Cardiff, CF10 4RE was valued as at 30 April 2020 at £164,000 (2019: £164,000) by the Directors based
on current open market values for existing use. However, it was noted that a valuation by a qualified
individual with relevant experience has not been performed during the year on the basis that it is not
expected by the Directors to have materially changed. Rental income of £nil (2019: £7,500) was received

during the year. Services charges of £3,000 (2019: £3,000) where incurred during the year.

16 Intangible assets and goodwill
Goodwill Customer Total
Lists and
brands
£000 £'000 £000
Deemed cost o
At 1 May 2018 and 30 April 2019 8,405 4,424 12,829
Arising through business combinations 4,543 5,426 9,969
Adjustment — Kiddy and Partners (619) - (619)
At 30 April 2020 12,329 9,850 22,179
Amortisation
At 1 May 2018 - 1,019 1,019
Charge for the year - 1,380 1,380
At 30 April 2019 - 2,399 2,399
Charge for the year - 1,342 1,342
At 30 April 2020 - 3,741 3,741
Carrying amounts ,
At 30 April 2019 8,405 2,025 10,430
At 30 April 2020 12,329 6,109 18,438
Goodwill is allocated to the following cash generating units:
' 2020 2019
£000 £000
Property Group
Gateley Capitus Limited 1,515 1,515
Gateley Hamer Limited 1,161 1,161
GCL Solicitors (acquisition of trade and assets) 2,900 2,900
Persona Associates Limited 40 -
Gateley Vinden Limited 1,972 -
7,588 5,676
Employment , Pensions and Benefits Group
Kiddy & Partners Limited 1,872 2,491
International Investment Services Limited 338 338
T-three Consulting Limited 955 -
3,165 2,829
Business services Group
Gateley Tweed (acquisition of goodwill) 1,576 -
12,329 8,405
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16 Intangible assets and goodwill (continued)
Impairment testing

The Group tests goodwill annually for impairment. The impairment test involves determining the
recoverable amount of the cash generating unit (CGU) to which the goodwill has been allocated. The
Directors believe that each operating segment represents a cash generating unit for the business and as
a result, impairment is tested for each segment, and all the assets of each segment are considered.

The recoverable amount is based on the present value of expected future cash flows (value in use) which
was determined to be higher than the carrying amount of goodwill so no impairment loss was recognised.
Management have considered the likely impact of the COVID 19 pandemic on future cashflows in their
assessment of impairment.

Value in use was determined by discounting the future cash flows generated from the continuing
operation of the Group and was based on the following key assumptions:

e A pre-tax discount rate of between 12 and 21% (2019: 10%) was applied in determining the
recoverable amount. The discount rate is based on the Group's average weighted cost of capital
of 10.18% and adjusted according to the risks attributable to each CGU.

e The values assigned to the key assumptions represent management'’s estimate of expected
future trends and are based on both external (industry experience, historic market performance
and current estimates of risks associated with trading conditions) and internal sources (existing
management knowledge, track record and an in-depth understanding of the work types being
performed). i

o Growth rates of between 5-18% (2019: 10-20%) are based on management's
understanding of the market opportunities for services provided pertaining to the industry
in which each CGU is aligned.

. o Increases in costs are based on current inflation rates and expected levels of recruitment
needed to generate predicted revenue growth.

o Attrition rates are based on the historic experience and trends of client activity over a two
to three year period and applied to future fee forecasts.

o Cash flows have been typically assessed over a five-year period which management
extrapolates cash using a terminal value calculation based on an estimated growth rate
of nil%. The expected current UK economic growth forecasts for the legal services
market is 2%.

e The Group has conducted a sensitivity analysis on the impairment test of the CGU carrying value.
The Directors believe that any reasonably possible change in the key assumptions on which the
recoverable amount of goodwill is based would not cause the aggregate carrying amount to
exceed the aggregate recoverable amount of the CGU.

Sensitivities

The Group attributes a monetary value to the acquired goodwill based primarily on the anticipated future
cash flows generated by the customers. Whilst the Group accounts for customer attrition and direct costs
the main driver of this value is the estimated revenue resulting from the customers on the list.
Management have estimated a year on year growth rate which has been applied to the model. The below
table shows the Group's sensitivity to growth rates on the customer list valuation:

Increase/(decrease)
in value of goodwill

£'000
+1 % increase in growth rates 657

-1 % decrease in growth rates (643)
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17 Acquisitions

During the year the Group has completed four acquisitions, the table below summarises the consideration
paid:

Total
, £'000
Total fair value of identifiable assets and liabilities acquired 7,891
Goodwill 4,543
Total consideration 12,434
Satisfied by:
Cash ' 5,978
Equity instruments : 5,722
Contingent cash consideration payable 398
Contingent shares consideration payable _ 336
Total consideration 12,434
Net cash outflows arising on acquisition
Cash consideration . (5,978)
Acquisition costs (85)
Net cash acquired ‘ 3,321
Net cash outflow arising on acquisition (2,742)

Details of individual acquisitions are includéd below:

Acquisition of Persona Associates Limited

On 29 July 2019 Gateley (Holdings) Plc acquired the entire issued share capital of Persona Associates
Limited, one of the UK's longest-established and leading land referencing consultancies, advising on
some of the UK's largest infrastructure and regenération projects. Persona provides expertise on statutory
processes relating to long-term infrastructure projects involving Compulsory Purchase Orders,
Development Consent Orders and Transport and Works Act Orders.

The amounts recognised in respect of identifiable assets acquired and liabilities assumed are as set out
in the table below:
Pre- Policy
acquisition alignment
carrying and fair value
amount  adjustments  Total

£'000 £000 £'000
Property, plant and equipment . 11 - 11
Intangible asset relating to customer list and brand - 187 187
Cash and short term deposits 229 - 229
Trade receivables . 91 - 91
Total assets 331 187 518
Trade payables : @) - (1)
Accruals and other payables v (74) - (74)
Deferred tax ' - (36) (36)
Total liabilities (75) (36) (111)
Total identifiable net assets at fair value 256 151 407
Goodwill arising on acquisition 40
Total consideration 447
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17 Acquisitions (continued)
Satisfied by: _
Initial cash consideration paid 231
Issue of 94,312 new 10p ordinary shares in Gateley (Holdings)
Plc 154
Contingent cash consideration payable 62

Total consideration 447

Net cash outflow arising on acquisition

Cash consideration (231)
Net cash acquired 230
Net cash outflow arising on acquisition (1)

The goodwill of £40,000 arising from the acquisition represents the assembled workforce. None of the
goodwill is expected to be deductible for income tax purposes.

A contingent consideration arrangement was entered into as part of the acquisition. This is contingent on
the seller successfully transferring across successfully all staff from the Horsham office into the Group'’s
existing Guildford office. The contingent consideration totalling £62,500 was settled post 30 April 2020.

From the date of acquisition Persona has contributed £0.3m of revenue to the Group’s Statement of

Comprehensive Income. The profit contributed is not separately identifiable due to its trade and assets
being incorporated into Gateley Hamer Limited from 1 February 2020.
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17 Acquisitions (continued)
Acquisition of the T-three Consulting Limited (“T-three”)

On 12 December 2019 the Company acquired the entire issued share capital of T-three via the
acquisition of the entire issued share capital of T-three Group Limited that owes 100% of the entire issued
share capital of T-three Holdings Limited which in turn owes the entire issued share capital of T-three
Consulting Limited. T-three offer services and products to businesses that enable them to develop their
senior people and effect cultural change within the business itself. its client base includes multinational
companies, large public sector organisations and SMEs across the UK and worldwide.

The amounts recognised in respect of identifiable assets acquired and liabilities assumed are as set out
in the table below: . .

Pre- Policy
acquisition alignment
carrying and fair value
amount  adjustments Total
£'000 £000 £'000
Cash 1,111 - 1,111
Intangible asset relating to customer list and brand - 2,114 2,114
Trade receivables C 670 - 670
Prepayments and accrued income 95 - 95
Total assets 1,876 2,114 3,990
Trade payables o (209) - (209)
Accruals and other payables (517) - (517)
Deferred tax ' 2 (402) (400)
Total liabilities : (724) (402) (1,126)
Total identifiable net assets at fair value ' 1,152 1,712 2,864
Goodwill arising on acquisition ' 955
Total consideration 3,819
Satisfied by:
Initial cash consideration paid 1,598
Issue of 944,855 new 10p ordinary shares in Gateley (Holdings)
Plc 1,567
Contingent cash consideration payable . 327
Contingent shares consideration payable 327
Total consideration 3,819
Net cash outflow arising on acquisition
Cash paid (1,598)
Acquisition costs : (40)
Net cash acquired 1,110
Net cash outflow arising on acquisition (528)

The goodwill of £955,000 arising from the acquisition represents the assembled workforce. None of the
goodwill is expected to be deductible for income tax purposes.

A contingent consideration arrangement was entered into as part of the acquisition. This is contingent on
T-three achieving at least 5% growth in revenue for the 12 months ending 30 September 2021 and 30
September 2022. Consideration is payable once revenue for the deferment periods has been agreed
between both parties.

From the date of acquisition T-three has contributed £1.3m of revenue to the Group’s Statement of
Comprehensive Income together with after tax profit of £0.1m.
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Acquisition of goodwill in Gateley Tweed LLP (formerly Paul Tweed LLP) (‘Gateley Tweed’) and
William Paul Tweed, Selena Mary Kerins, Victoria Louise Garrad, Callum Laing Nuttall, Thomas
Oliver Durrant and Richard Julian Healey trading as Gateley Tweed

On 28 February 2020 the Company acquired the goodwill of Gateley Tweed LLP, a legal business

specialising in reputation management, privacy and data protection issues, commercial litigation and
brand protection. Paul Tweed LLP was a partner in William Paul Tweed, Selena Mary Kerins, trading as

Tweed.

Although direct ownership of Tweed is not permitted due to local regulations both entities are related
entities of Gateley Plc since the majority of the members of Gateley Tweed are also Board members of
Gateley Plc. In substance it is controlled by Gateley Plc and so its results are included in the
consolidation of Gateley (Holdings) Plc. In accordance with local governance agreements, Gateley
Tweed LLP and Gateley Tweed (a partnership in Ireland) will be disclosed as subsidiary undertakings of
Gateley Plc under section 1162(4) of the Companies Act 2006 and thus subsidiary undertakings of the

Group by virtue of section 1162(5) of the Companies Act 2006.

Property, plant and equipment

Intangible asset relating to customer list and brand
Work in progress

Cash

Trade receivables

Prepayments and accrued income

Total assets

Amounts due to former partners
Trade payables

Accruals and other payables
Deferred tax

Total liabilities

Total identifiable net assets at fair value
Goodwill arising on acquisition
Total consideration

Satisfied by:
Cash consideration paid

Issue of 529,520 new 10p ordinary shares in Gateley

(Holdings) Plc
Total consideration

Net cash outflow arising on acquisition
Cash paid

Net cash acquired

Net cash outflow arising on acquisition

Policy
Pre- alignment
acquisition and fair
carrying value
amount  adjustments Total
£000 £'000 £’000
17 - 17
- 523 523
113 - 113
123 - 123
306 - 306
154 - 154
713 523 1,236
(631) - (631)
(38) - (39
(44) - (44)
- (99) (99)
(713) (99) (812)
- 424 424
1,576
2,000
1,000
1,000
2,000
(1,000)
123
(877)

The goodwill of £1,576,000 arising from the acquisition represents the assembled workforce. None of the

goodwill is expected to be deductible for income tax purposes.
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From the date of acquisition Tweed has contributed £0.2m of revenue to the Group's Statement of
Comprehensive Income. The profit contributed is not separately identifiable due to its trade and assets
being incorporated into Gateley Plc with effect from 28 February 2020.

Acquisition of Gateley Vinden Limited (formerly The Vinden Partnership Limited) (‘Vinden’)

On 5 March 2020 Gateley (Holdings) Plc acquired the entire issued share capital of Gateley Vinden
Limited (formerly The Vinden Partnership Limited) via the acquisition of the entire issued share capital of
Matsa Limited, Thomas Alexender Holdings Limited and TVP Holdings Limited that held a 60% share in
Vinden together with the remaining 40% ownership from Mr Peter Vinden. Vinden is a specialist business
offering corporate advisory, dispute and consultancy to the built environment in the property and

construction markets.

Property, plant and equipment

Intangible asset relating to customer list and brand
Work in progress

Cash

Trade receivables

Prepayments and accrued income

Total assets

Trade payables

Accruals and other payables
Current tax

Other tax and social security
Deferred tax

Total liabilities

Total identifiable net liabilities at fair value
Goodwill arising on acquisition
Total consideration

Satisfied by::
Initial cash consideration paid

Issue of 1,602,564 new 10p ordinary shares in Gateley

(Holdings) Pic

Contingent cash consideration payable
Contingent share consideration payable
Total consideration

Net cash outflow arising on acquisition
Cash paid

Acquisition costs

Net cash acquired

Net cash outflow arising on acquisition

Policy
Pre- alignment
acquisition and fair
carrying value
amount  adjustments Total
£000 £'000 £'000
64 - 64
- 2,602 2,602
100 - 100
1,874 - 1,874
845 - 845
229 - 229
3,112 2,602 5,714
(75) - (75)
(251) (284) (535)
(58) - (58)
(351) - (351)
(5) (494) (499)
(740) (778) (1,518)
2,372 1,824 4,196
1,972
6,168
3,149
3,001
9
9
6,168
(3,149)
(45)
1,858
(1,336)
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17 Acquisitions (continued)

The goodwill of £1,972,000 arising from the acquisition represents the assembled workforce. None of the
gooduwill is expected to be deductible for income tax purposes.

A contingent consideration arrangement was entered into as part of the acquisition. This is contingent on
Vinden achieving revenue in excess of that achieved in the financial year to 31 August 2020 of £4.657m.
The sellers will receive £1 of contingent consideration for every £1 they exceed 2019'’s revenue up to a
maximum consideration of £0.6m. Consideration is payable once revenue for the deferment periods has
been agreed between both parties.

From the date of acquisition Vinden has contributed £0.9m of revenue to the Group’s Statement of
Comprehensive Income together with after tax profit of £0.2m.

18  Other intangible assets
IT development Computer

costs software Total

£000 £'000 £'000
Cost
Balance at 1 May 2018 - 46 46
Additions 237 39 276
At 30 April 2019 ‘ 237 85 322
Additions ' 303 26 329
Disposals and write-offs ‘ (282) - (282)
At 30 April 2020 ' 258 111 369
Amortisation .
Balance at 1 May 2018 - 7 7
Charge for the year . - 26 26
At 30 April 2019 - 33 33
Charge for the year - 33 33
At 30 April 2020 - 66 66
Net book amount at 30 April 2019 237 39 289
Net book amount at 30 April 2020 ' 258 45 303

IT development costs incurred in the installation of the Group’s replacement practice management
system have been written off during the year as a result of the cessation of this project prior to full
installation.

19  Other investments

The Group holds other investment interests in the following third party investments:

£000
Fair value
Balance at 1 May 2018 85
Additions -
Balance at 30 April 2019 85
Additions 214
Disposals (70)
Balance at 30 April 2020 229

Gateley Investments Limited held a 5% investment interest in the ordinary shares of Mantua Capital
Limited for the value of £30,000. In July 2019 the company was liquidated and the investment held written
off.

Gateley Plc held a 1% investment in the ordinary shares of Business Collaborator Limited for the value of
£40,000. Gateley Plc sold their investment during the year generating investment income of £137,523.
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19 Other investments (continued)

£15,000 — Gateley Investments Limited holds a 1.9% investment in the ordinary shares of Manchester
Biotech Limited (formerly PeptigelDesign Ltd).

£213,733 — Gateley Plc holds a 3.7% investment in the ordinary shares in Incanthera Plc, acquired on 26
February 2020.As at 30 April 2020 the FV of the investment was £0.247 million. As required under IFRS 9
the Group holds other investments at fair value.

20 Contract assets and liabilities

Contract Trade Contract

assets  receivables liabilities

£'000 £000 £'000
As at 30 April 2020 11,684 36,848 (70)
As at 30 April 2019 - 10,671 33,909 (147)

Contract assets

Contract assets consist of unbilled revenue in respect of professional services performed to date.

Contract assets in relation to non-contingent work are billed at appropriate intervals, normally on a
monthly basis in arrears, in line with the performance of the services and engagement obligations. Where
such matters remain unbilled at the period end the asset is valued on a contract-by-contract basis at its
expected recoverable amount.

Contract assets in relation to contingent work are billed at a point in time once the uncertainty over the
contingent event has been satisfied and all performance obligations satisfied, such that it is no longer
contingent, these matters are valued based on the expected recoverable amount. Due to the complex
nature of these matters, they can take a considerable time to be finalised therefore performance
obligations may be settled in one period but the matter not billed until a later financial period. Until the
performance obligations have been performed the Group does not recognise any contract asset value at
the year end.

During the year, contract assets of £212,000 (2019: £152,000) were acquired in business combinations.

An impairment loss of £69,000 has been recognised in relation to contract assets in the year (2019:
£295,000). This is based on the expected credit loss under IFRS 9 of these types of assets. The contract
asset loss is estimated at 0.6% (2019: 2.7%) of the balance.

Contract assets recognised under IFRS 15
Under IFRS 15 the Group is required to recognise contract assets, as detailed in note 1.16.

2020 2019

£'000 £'000
Contract asset value at 1 May 2019 ' 10,671 10,672
Contract assets arising on acquisition 212 162
Contract asset value added in the year : 13,528 32,185
Contract asset value realised in the year (12,727) (32,338)
Contract asset value at 30 April 2020 11,684 10,671

The Group have applied ECLs to unbilled revenue in order to account for the potential default on amounts
not yet billed to the client. The ECLs have been calculated on the same basis as those applied to trade
receivables.
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Contract liabilities

When matters are billed in advance or on a basis of a monthly retainer, this is recognised in contract

liabilities and released over time when the services are performed.

Contract liabilities recognised under IFRS 15
Under IFRS 15 the Group is required to recognise contract liabilities.

2020 2019

£'000 £000

Contract liabilities at 1 May 2019 ' 147 -

Contract liabilities arising on acquisition - 294

Contract liabilities gained in the year 447 2,757

Contract liabilities credited to P&L in year (524) (2,904)

Contract liabilities at 30 April 2020 70 147
21 Trade and other receivables

2020 2019

£'000 £000

Trade receivables ' 36,874 33,909

Prepayments 2,941 2,584

Other receivables including insurance receivables 182 42

39,997 36,535

‘Trade receivables

Trade receivables are recognised when a bill has been issued to the client, as this is the point in time that
the consideration is unconditional because only the passage of time is required before the payment is

due. Trade receivables also includes disbursements.
Bills are payable within thirty days unless otherwise agreed with the client.
All trade receivables are repayable within one year.

Movement in the allowance for doubtful receivables

2020 2019

£'000 £000

Brought forward provision (2,785) (2,212)
Brought forward on acquisition (94) (14)
Provision utilised 474 450
Charged to statement of profit and loss (961) (1,205)
Provisions released 399 196
(2,967) (2,785)
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21 Trade and other receivables (continued)

The Group applies the simplified approach to providing for the expected credit losses under IFRS 9.

Past due
Not passed Pastdue 0- Pastdue 31- greater than
due 30 days 120 days 120 days Total
Expected credit loss rate 0.04% 0.98% 3.76% 33.44%
Estimated total gross 20,557 3,567 5,637 8,114 37,875
carrying amount £'000
Lifetime ECL £'000 8 33 212 2,714 2,967

The carrying amount of financial assets (including contract assets but not including equity investments)
recorded in the financial statements, which is net of any impairment losses, represents the Group's
maximum expected exposure to credit risk. Financial assets include client and other receivables and
cash. The Group does not hold collateral over these balances. '

All the Group’s trade and other receivables have been reviewed for indicators of impairment. The
specifically impaired trade receivables are mostly due to customers experiencing financial difficulties.

An impairment loss of £562,000 has been recognised in relation to trade receivables in the year (2019:
£1,009,000). This is based on the expected credit loss under IFRS 9 of these types of assets. The trade
receivables loss is estimated at 1.2% (2019: 1.9%) of the balance. .

22  Other interest-bearing loans and borrowings

The contractual terms of the Group’s interest-bearing loans and borrowings, which are measured at
amortised cost, with the exception of loans to members that are held at fair value, are described below.
For more information about the Group’s exposure to interest rate and foreign currency risk, see note 28.

2020 2019
Fair Carrying Fair Carrying

value amount value amount

£°000 £000 £'000 £'000
Non-Current liabilities
Unsecured bank loan 2,369 2,369 3,076 3,076
Current liabilities
Unsecured bank loan 708 708 2,574 2,574
Loans from former members of GCL Solicitors LLP 68 68 425 425
Loans from director of IIS - - 45 45
Loans due to former partners of Gateley Tweed LLP 661 661 - -
(formerly Paul Tweed LLP)

1,437 1,437 3,044 3,044

On 8 June 2015, Gateley Plc entered into two new loan agreements of £5m each, £10m in total. On 28
October 2018 these existing loans were re-negotiated and additional loans totalling £3 million were
entered into. Post year end total term loan repayments were renegotiated, the June 2020 repayment was
cancelled, with the remaining balance payable in quarterly repayments of £0.24m payable between
September 2020 and September 2023. Interest is chargeable at 2.25% over LIBOR.
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22 Other interest-bearing loans and borrowings (continued)

As at 30 April 2020, the Group’s non-derivative financial liabilities have contractual maturities (including

interest payments where applicable) as summarised below:

30 April 2020 Current Non-current
Within 6 6to 12 1-5 Later than
months  months years 5 years
£000 £'000 £000 £000
Unsecured bank loans 234 474 2,369 -
Loans from former owners of acquired businesses 699 - - -
Trade and other payables 5583 - - 133
Total 6,516 474 2,369 133

This compares to the maturity of the Group’s non-derivative financial liabilities in the previous reporting

period as follows:

30 April 2019 Current Non-current
Within 6 6to 12 1-5 Later than
months  months years 5 years
£000 £000 £'000 £000
Unsecured bank loans 1,287 1,287 3,076 -
Loans from former owners of acquired businesses 235 167 68 -
Trade and other payables 4,936 - - 128
Total . 6,458 1,454 3,144 128

The above amounts reflect the contractual undiscounted cash flows, which may differ to the carrying

values of the liabilities at the reporting date.
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2020 2019
£'000 £000

" Current
Trade payables 5,490 4,769
Other taxation and social security payable 12,352 6,437
Other payables 93 167
Contingent consideration 360 1,428
Accruals 1,804 10,779
Deferred income 70 147
20,169 23,727
Non-current £'000 £000
Other payables 133 128
Contingent consideration 789 855
922 983

- £359,500 of current contingent consideration represents the earn-out sums payable to the sellers of Kiddy
& Partners Limited (£279,000), Gateley Vinden Limited (£18,000) and Persona Associates Limited
(£62,500).

£789,000 of non-current contingent consideration represents the earn-out sums payable to the sellers of
International Investment Services (£135,000) and T-Three Consultancy Limited (£654,000).

All contingent consideration is Level Three in the fair value hierarchy as there are no observable inputs.
Amounts have been calculated based on the Group’s expectation of what it will pay in relation to the earn-
out clause of the relevant sale and purchase agreement discounted to present value. The earn-out
targets are based on the annual resuits, or in the case of Persona a relocation of staff, of the acquired
business. The fair value of the earn-out consideration is calculated based on the forecasted results, using
EBIT growth rate ranges from 2-10%, to give an estimate of the final obligation capped at the maximum
earn-out amount stated in the purchase agreement. Where contingent consideration is due over a period
of more than one year the value of the consideration is discounted and recorded at the present value.
Discount rate applied in determining the present value of contingent consideration 17.3%.
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24 Deferred tax _ -
Deferred tax assets and liabilities are summarised below:
Deferred tax asset

The deferred tax asset recognised in the consolidated statement of financial position represents the future
tax impact of issued share based payments schemes that are yet to vest.

Share-based

payments

£'000

At 1 May 2019 ‘428
Debited during the year to retained earnings ‘ (558)
Credited during the year in the Consolidated income statement 149
At 30 Aprit 2020 19

Deferred tax liability

The deferred tax liability recognised in the consolidated statement of financial position represents the

future tax impact of the Group's benefit from customer lists obtained through acquisitions.

Customer lists

£'000
At 1 May 2018 128
Arising through business combinations — Kiddy & Partners and GCL Solicitors 529
Credited during the year in the Consolidated income statement (269)
At 30 April 2019 ' 388
Arising through business combinations — T-Three Consultancy Limited and Gateley 1,031
Vinden Limited (formerly The Vinden Partnership Limited)
Credited during the year in the Consolidated income statement (211)
At 30 April 2020 1,208
25 Provisions
Professional indemnity estimated claim cost
2020 2019
£'000 £'000
Brought forward 630 605
Provisions made during the year 542 100
Provisions reversed during the year (459) (75)
At end of year 713 630
Non-current , 461 339
Current 252 291
713 630

The Group from time to time receives claims in respect of alleged professional negligence which it

defends where appropriate but makes provision for the best estimate of probable amounts considered
likely to be payable as set out above. Inevitably, these estimates depend on the outcome and timing of
future events and may need to be revised as circumstances change. A different assessment of the likely

outcome in each case or of the probable cost involved may result in a different level of provision

recognised. Professional indemnity Insurance cover is maintained in respect of professional negligence

claims.

123



Notes (continued)

25 Provisions (continued)

Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

The professional indemnity estimated claim cost provision in 2019 represented amounts equal to the
insurance excesses payable on outstanding claims against the Group. In 2020 the Group has grossed
up its provision to represent the probable cost of claims made against the Group under its professional
indemnity insurance cover, in line with IAS 37. A reimbursement asset (being the insurance receivable) is
also recognised in note 21 above in respect of the anticipated amount recoverable from Group insurers
minus the excess deductible under the terms of the Group insurance policy. The impact of this change to
gross up provisions and assets was not material as at 30 April 2019 and hence a restatement was not

deemed to be necessary.

26 Net debt

Cash and cash equivalents

Debt
Total loans brought forward
Loans from former members

Extension to term loans in the year

Lease liability

Repayment of loans from former members

Repayment of term loans
Total loan carried forward

Brought forward from previous year

Movement during year
Net debt at the year end

The changes in the Group’s liabilities arising from financing activities can be classified as follows:

1 May 2019

Adoption of IFRS 16

Revised 1 May 2019
Cashflows:

Repayments

Non-cash

Fair value on acquisition
Termination of lease

New lease liability in the year
30 April 2020

1 May 2018

Cashflows:
Repayments

Proceeds

Non-cash

Fair value on acquisition
30 April 2019

2020 2019

£000 £000

2,923 2,887

(6,120) (4,959)

(661) (469)

0 (2,970)

(25,456) -

402 171

2,506 2,107

(29,329) (6,120)

(3,233) (658)

(23,173) (2,575)

(26,406) (3,233)
Long term Short term Lease Total

borrowings borrowings liabilities

£000 - £000 £000 £000

5,650 470 326 6,446

- A - 27,210 27,210

5,650 470 27,536 33,656

(2,573) (402) (3,615) (6,591)

- 661 662

- - (3,046) (3,046)

- - 4,581 4,581

3,077 729 25,456 29,262
Long term Short term Lease Total

borrowings borrowings liabilities

£000 £000 £000 £000

4,959 - 456 5,415

(2,279) (904) (130) (3,313)

2,970 - - 2,970

1,374 - 1,374

5,650 470 326 6,446
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27 Share capital
Authorised, issued and fully paid

Ordinary shares of 10p each

Brought forward

Issued on acquisition of GCL. solicitors LLP
Issued on acquisition of Kiddy & Partners
Limited

Issued as part of contingent consideration of
Gateley Hamer Limited

Issued on acquisition of Persona Associates
Limited

Issues on acquisition of T-Three Consulting
Limited S

Issued as part of contingent consideration of
Kiddy & Partners Limited

Issued on acquisition of Gateley Tweed LLP
(Formerly Paul Tweed LLP)

Issued on acquisition of Gateley Vinden
Limited (Formerly The Vinden Partnership
Limited)

Issued on vesting of SARS

Issued on vesting of SAYE

Issued on vesting of CSOPS

At 30 April 2020

Gateley (Holdings) Plc
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2020 2020 2019 2019
Number £ Number £
110,860,789 11,086,079 106,881,953 10,688,195
- - 1,164,276 116,428
- - 251,207 25,121
- - 138,329 13,833
94,312 9,431 - -
944,855 94,486 - -
389,608 38,961 - -
529,520 52,952 - -
1,602,564 160,256 - -
1,631,588 163,159 2,425,024 242,502
844,695 84,470 - -
- 711,163 71,116 - .-
117,609,094 11,760,909 110,860,789 11,086,079

On 29 July 2019 the Group acquired the enfire issued share capital of Persona Associates Limited in part

for the issue of 94,312 10p ordinary shares.

On 1 October 2019 844,695 10p ordinary shares were issued upon vesting of the 2019 SAYE schemes to

participants.

On 8 October 2019 1,631,588 10p ordinary shares were issued upon vesting of the 2019 SARS scheme

to participants.

On 13 December 2019 the Group acquired T-Three Consulting and dormant Group companies in part for

the issue of 944,855 10p ordinary shares.

On 6 February 2020 711,163 10p ordinary shares were issued upon vesting of the 2016 CSOP scheme.

On 28 Febfuary 2020 the Group acquired the goodwill of Gateley Tweed (Formerly Paul Tweed LLP) in
part for the issue of 529,520 10p ordinary shares.

On 6 March 2020 the Group acquired the entire issued share capital of Gateley Vinden Limited (formerly
The Vinden Partnership Limited) and dormant group companies in part for the issue of 1,602,564 10

ordinary shares.
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28 Financial instruments and related disclosures
Financial risk management

The Board has overall responsibility for the oversight of the Group’s risk management framework. A
formal process for reviewing and managing risk in the business has been developed. A register of
strategic and operational risk is maintained and reviewed by the Board, who also monitor the status of
agreed actions to mitigate key risks.

Management’s objective in managing financial risks is to ensure the long-term sustainability of the Group.

As the Group’s principal financial instruments comprise cash, client receivables and unbilled revenue, the
main risks are those that relate to credit in regard to receivables.

Credit risk

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in
financial loss to the Group. The Group's credit risk is primarily attributable to its trade receivables.

The Group continuously monitors the credit quality of customers and risk attributable to specific debts.
The Group's policy is to deal only with credit worthy counterparties, with standard credit terms being 30
days. The credit terms as negotiated with customers are subject to close monitoring and internal
approval. The ongoing credit risk is managed through regular review of ageing analysis.

Trade receivables across the Group have been assessed with regard to credit risk characteristics which
vary across segmental reporting lines according to the nature of the industry, size and financial position of
the counterparty. The Group also considers days past due in making this assessment as well as historical
credit losses experienced within over a period of 12 month before 30 April 2020.

The expected loss rates derived from this assessment are adjusted to reflect current and forward-looking
information affecting the ability of the customers to settle the receivables. The Group has a policy of
performing credit checks and the large spread of reputable clients ensures there are no unacceptable
concentrations of credit risk.

Historic cash collection rates and the Group write-off of financial instruments do not show an increased
likelihood of default once the payments are more than 30 days past due. The Group hold long standing
relationships with most clients therefore there is no increased risk perceived based on the age of the
contractual payment alone.

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables and contract assets.

The Board considers financial instruments where contractual payments are significantly past due on a
monthly basis to determine the risk of default. As part of this process and financial instruments that have
had a significant increase in credit risk are identified. For these purposes default is considered to be
where the counterparty to the financial instrument fails to fulfil part or all of their financial obligation. The
Group will consider a financial asset to be credit impaired based on both the age of the item and specific
knowledge held by the fee earner in relation to the clients ability and intention to meet their obligations.

In circumstances where fee earners and the Board find sufficient indicators that there is no longer
reasonable expectation of recovery, the amounts are written off.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The
Group ensures that it has sufficient cash or loan facilities to meet all its commitments when they fall due
by ensuring that there is sufficient cash or working capital facilities to meet the cash requirements of the
Group.

Gateley Plcis financed through a combination of unsecured bank loans together with unsecured loans
from former members. The Board reviews the projected financing requirements annually when agreeing the
Group’s budget and, based on this review, sets the value of the future capital requirements of the
business. The cash flow forecast for the entire Group is updated regularly and compared to the budget with
any significant variance being reported to the Board.
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28 Financial instruments and related disclosures (continued)
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates,
will affect the Group's income. The Group'’s exposure to market risk predominantly relates to interest and
currency risk. Management does not consider this to be a significant risk to the Group.

Interest rate risk

The Group's bank borrowings incur variable interest rate charges linked to LIBOR plus a margin.
Management do not consider this to be a significant risk to the Group.

Foreign currency risk

The Group has one overseas operation based in Dubai which, therefore, exposes the Group to changes
in Sterling/Dirhams exchange rates. Management does not consider this to be a significant risk to the
Group due to the total value of transactions conducted in Dubai.

Fair value disclosures

The fair value of each class of financial assets and liabilities is the carrying amount, based on the
following assumptions:

Trade receivables, trade payables, The fair value approximates to the carrying value because of the
short term deposits and borrowings  short maturity of these instruments.

Long-term borrowings The fair value of bank loans and other loans approximates to
the carrying value reported in the statement of financial position.

Fair value hierarchy
Financial instruments carried at fair value should be measured with reference to the following levels:
® | evel 1: quoted prices in active markets for identical assets or liabilities

® Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
" liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices)

e Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs)

The fair value of financial assets and liabilities are as follows (there is no difference between the carrying
value of the financial assets and liabilities and their fair value):

2020 2019

£000 £000
Cash and cash equivalents 2,923 2,887
Contract assets 11,684 10,671
Trade receivables at amortised cost 36,848 33,909
Total financial assets 51,455 47,467
Trade and other payables (7,457) (15,862)
Contingent consideration at FVTPL - (360) (1,428)
Short-term borrowings (1,437) (3,044)
Current financial liabilities (9,254) (20,334)
Long-term borrowings (2,369) (3,076)
Other payables due after more than one year (133) (128)
Contingent consideration at FVTPL (789) (855)
Total financial liabilities : (12,545) (24,393)

Financial assets contain trade receivables and unbilled revenue whereas financial liabilities contain trade
payables, other payables and accruals.
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28 Financial instruments and related disclosures (continued)
Measurement of fair value of financial instruments

The Group performs valuations of financial items for financial reporting purposes, including Level 3 fair
values, in consultation with third party valuation specialists for complex valuations. Valuation techniques
are selected based on the characteristics of each instrument, with the overall objective of maximising the
use of market-based information.

Fair value measurement of contingent consideration

All contingent consideration relating to business combinations is Level 3 in the fair value hierarchy as
there are no observable inputs. The fair value of contingent consideration is estimated using the present
value technique, based on estimated future cash outflows discounted at 17.3% being the applicable
weighted average cost of capital. Where the contingent consideration is due less in less than 12 months,
no discount factor is applied. The estimated cash outflows before discounting reflect management's
estimate of the earnout due based on the forecasted results, using EBIT growth rates ranging from 2-
10%, capped at the maximum earn-out amount as stated in the purchase agreement. The earn-out
targets are based on the annual results, or in the case of Persona a relocation of staff, of the acquired
business. An increase in the forecasted revenues of 1% would result in an increase of £49,000 in
contingent consideration, a decrease in the forecasted revenues of 1% would result in a decrease of
£21,000 in contingent consideration due.

The reconciliation of the carrying amounts of financial instruments classified within Level 3 is as follows:

Contingent

consideration

£'000

Balance at 1 May 2019 ‘ 2,283

Acquired through business combination 734

Amount recognised in profit or loss ‘ ‘ (619)

Amount of earn-out paid ‘ (1,249)

Balance at 30 April 2020 ' 1,149
Total amount included in profit or loss

30 April 2019 -

30 April 2020 '
Operating costs (619)

Financial instruments sensitivity analysis

In managing interest rate and currency risks, the Group aims to reduce the impact of short term
fluctuations on its earnings. At the end of each reporting period, the effect of hypothetical changes in
interest and currency rates are as follows:
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28 Financial instruments and related disclosures (continued)
Interest rate sensitivity analysis

The table below shows the Group’s sensitivity to interest rates on floating rate borrowings (i.e. cash and
cash equivalents and bank borrowings which attract interest at floating rates) if interest rates were to
change by +/- 1%. The impact on the results in the statement of profit and loss and other comprehensive
income and equity would be:

2020 2019
Increase/ Increase/
(decrease) (decrease)
in profit and  in profit and loss
loss
£'000 £000
+1 % movement in interest rates 57 43
-1 % movement in interest rates (57) (43)

The borrowing facilities arranged include overdraft facility and short term borrowing facilities. All
borrowings are repayable within one year.

Foreign exchange rate sensitivity analysis

The Group had the following net currency denominated financial instruments at year end:

2020 2019
£°000 £000
Net currency ‘ 180 279

The effect of foreign currency fluctuations on the financial statements is immaterial.

29  Capital commitments

In 2019 the Group entered a contract with a provider of legal technology for the development of a new
practice management system, LexisOne. Progress on development of that product was not forthcoming
therefore the Group has now cancelled that contract and, post year end, entered into a new contract with
Thomson Reuters for the installation of their market leading practice management system. The estimated
cost of the contractual capital commitment is £1.1million and is expected to be incurred across the
calendar years 2021 and 2022. There is no obligation at the year end.

30 Leases liabilities — IFRS 16

The weighted average incremental borrowing rate applied to lease liabilities recognised at 1 May 2019 is
3.56%. Incremental borrowing rates applied to individual leases ranged between 2.87% and 3.72%.

During transition prepayments of £103,000 and accruals of £2,228,000 were released against the right-of-
use asset. £725,000 was adjusted against opening reserves as a resuit of applying the modified
retrospective approach under IFRS 16. The table below sets out the impact on the Consolidated
Statement of Financial Position as at 30 April 2020 and 1 May 2019:

30 April 2020 30 April 2019

£'000 £000
Right-of-use asset
Property 22,879 24,360
Lease Liability
Greater than 1year 22,109 23,481
Less than 1 year 3,347 3,729
25,456 27,210
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30 Lease liabilities - IFRS 16 (continued)

The table below shows the impact on the Consolidated Statement of Comprehensive Income for 12
months to 30 April 2020 compared to reporting under IAS 17:
12 months
ended 30 April
2020
£'000

Profit before tax under IFRS 16 14,756
Depreciation on right-of-use assets 3,455
Finance costs 840
19,051
Rental cost under IAS 17 ' (4,070)
14,981

Whilst the cash flows of the Group have not been affected by the adoption of IFRS 16 the headings under
which cash impacts relating to leases have altered. During the period ended 30 April 2020 cash outflows
from financing activities presented in the Consolidated Statement of Cash Flows increased by £3,625,000
for cash payments of the principal portion and £840,000 for cash payments of the interest portion of
leases recognised within lease liabilities under IFRS 16. Cash generated from operations reflects the
corresponding reduction of £4,465,000 of payments for leases previously classified as operating leases
under IAS 17.

Differences between the operating lease commitments disclosed at 30 April 2019 under IAS 17
discounted at the incremental borrowing rate at 1 May 2019 and lease liabilities recognised at 1 May
2019 are shown below:

£'000
Operating lease commitments at 30 April 2019 26,089
Impact of discounting . (1,943)
Leases not yet commenced -
Short-term leases recognised as an expense . -
Long-term leases recognised as an expense (326)
Impact of rent increases
Additional lease components recognised 3,390
Lease liability opening balance 1 May 2019 27,210

The table below shows lease liabilities maturity analysis - contractual undiscounted cash flows at 30 April
2020.

£000

Less than one year 3,812
One to five years ' 15,530
More than five years 9,433
28,775
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30 Lease liabilities - IFRS 16 (continued)

The table below shows amounts recognised in the Statement of Comprehensive Income for short term
and low value leases as at 30 April 2020:

Property Equipment Total

£000 £000 £'000

Expenses relating to short-term leases 14 63 77

Expenses relating to leases of low-value assets, 7 - 7
excluding short-term leases of low value assets - :

21 63 84

The total minimum lease payments at 30 April 2019 under non-cancellable operating lease rentals were:

30 April 2019

' £'000

Within one year 3,409
in the second to fifth year inclusive . 10,799
After five years 11,881
. " 26,089

Operating lease payments represent rentals payable by the Group for office properties, motor vehicles
and office equipment. :

On 30 June 20 Gafeley signed a reversionary lease on the London property. The cash flow effects of this
are a £200k capital contribution and a rent saving in the first year of £250,000.

31 Related parties

Gateley Plc entered into a lease agreement for the Leicester office, in which some of the directors have a
beneficial interest. The annual rent charge under the lease is £120,000 (2019: £120,000) and the
amounts outstanding at the year-end are £80,000 (2019: £Nil).

Mattiolli Woods Plc

The Company’'s Non-Executive Director, Joanne Lake, is a Non-executive Director and Chairman of
Mattiolli Woods Plc. Mattiolli Woods Plc and its subsidiaries are a provider of wealth management and
employee benefit services. During the year, the Group paid Mattiolli Woods Plc a total of £38,839 (2019:
£38,286) in respect 6f employee benefits services provided by Mattiolli Woods Plc. In addition, the Group
received revenues of £152,237 (2019: £256,881) in respect of legal services provided to Mattiolli Woods
Plc and its subsidiaries.

Compensation paid to key management personnel

At the year end, Directors of Gateley (Holdings) Plc control 4.19% (2019: 4.98%) of the voting shares of
the Company.

The key management personnel comprise the Strategic Board on the basis that they make any final key
decisions. ‘

Short term compensation paid to key management personnel during the year totalled 2020: £2.012m
(2019: £2.591m).

131



Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Notes (continued)
31 Related parties note (continued)

Short term remuneration to key management personnel is included in personnel costs and analysed as
follows:

2020 2019

£'000 £000

Wages and salaries 1,745 2,255
Social security 241 311
Pension costs - -
Share based payment charges 26 25
2,012 2,591

32 Pensions

The Group participates in a defined contribution scheme operated by Aegon UK pic, the assets of which
are held separately from the Group. The amounts charged to the profit and loss account in respect of this
scheme represent contributions payable in respect of the accounting year. The total annual pension cost
for the defined contribution scheme was £1,509,905 (2019: £1,146,098) and the outstanding balance at

- the year end was £42,294 (2019: £10,363).

" 33 Subsequent events
. LTIP option issue — IFRS 2 charge

" . On the 22 July the Company issued LTIP options over 1,405,766 shares to certain senior employees and
executive directors based on performance conditions commencing a year on 1 May 2020. The number of
options granted were allocated to the same employees in the same proportions as the February issue
however approximately 28% more awards were issued to those employees so as to enhance the
incentivisation of these awards during the difficult and challenging economic conditions encountered due
to the impact of Covid-19. Management have estimated the cost of this issue over the life of the option to
result in a £1.59m IFRS 2 charge, based on the assumption 100% of the performance condition is
achieved.

CSOP option issue — IFRS 2 Charge

On the 7 July 2020 the Company issued CSOP options over 976,797 shares to associates; senior
‘associates, legal directors, equivalent positions in Gateley Group subsidiary companies and senior
management positions in our support teams. Management have estimated the cost of this issue over the
life of the option to result in a £0.21m IFRS 2 charge.

Practice management replacement system

On the 15 May 2020 the Company signed a contract for services with Thomson Reuters for the supply
and installation of 3E, a replacement practice management system. The estimated cost of the contract is
£1.5million. The existing contract with Lexis Nexis has been cancelled.
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Parent company statement of financial position

at 30 April 2020

Non-current assets
Investments

Total non-current assets

Current assets
Trade and other receivables
Cash and cash equivalents

Total current assets

Total assets

Non-current liabilities
Other payables

Total non-current liabilities

Current liabilities
Other payables
Trade payables

Total current liabilities

Total liabilities

Net assets

Equity

Share capital
Share premium
Other reserves
Retained earnings

Total equity

Note

Gateley (Holdings) Plc
Annual report and financial statements

For the year ended 30 April 2020

2020 2019
£000 £1000
32,720 20,085
32,720 20,085
2,228 9,856
175 243
2,403 10,099
35,123 30,184
(789) (855)
(789) (855)
(360) (1,428)
(828) (30)
(1,188) (1,458)
(1,977) (2,313)
33,146 27,871
11,761 11,086
8,938 6,483
6,812 1,770
5,635 8,532
33,146 27,871

Under section s408 of the Companies Act 2006 the company is exempt from the requirement to present its own profit
and loss account. The profit for the year to 30 April 2020 was £2,695,618 (2019: £8,996,553).

. These financial statements were approved by the directors on 28 September 2020 and were signed and authorised

on their behalf by:

£ €. 1o,

Roderick R Waldie
Chief Executive Officer

Neil A Smith
Finance Director

Company registered number: 09310078. The accompanying notes on pages 136 to 145 form an integral part of these

financial statements.
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Parent company statement of changes in equity

At May 2018
Comprehensive income:
Profit for the year

Total comprehensive income
Transactions with owners:
Dividend paid

Issue of share capital

Share based payment transactions
Total equity at 30 April 2019

At May 2019
Comprehensive income:
Profit for the year

Total comprehensive income
Transactions with owners:
Dividend paid

Issue of share capital

Cash from EBT for SARS shares
Share based payment transactions
Total equity at 30 April 2020

The foliowing describes the nature and purpose of each reserve within equity:

Gateley (Holdings) Plc
Annual report and financial statements
For the year ended 30 April 2020

Share Share Other Retained Total
capital premium reserves earnings Equity
£'000 £'000 £'000 £'000 £0600
10,688 4,332 1,548 6,999 23,567
- - - 8,996 8,996

- - - 8,996 8,996

- - - (8,118) (8,118)

398 2,151 222 - 2,771

- - - 655 655
11,086 6,483 1,770 8,532 27,871
11,086 6,483 1,770 8,532 27,871
- - - 2,696 2,696

- - - 2,696 2,696

- - - (6,007) (6,007)

675 2,455 5,042 - 8,172

- - - (407) (407)

- - - ‘821 821
11,761 8,938 6,812 5,635 33,146

Share premium — Amount subscribed for share capital in excess of nominal value.

Other reserves — Represents the difference between the actual and nominal value of shares issued by
the company in the acquisition of subsidiaries. )

Retained earnings — All other net gains and losses and transactions with owners not recognised

anywhere else.

The accompanying notes on pages 136 to 145 form an integral part of these financial statements.
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Parent company cash flow statement
for year ended 30 April 2020

Cash flows from operating activities
Profit for the year

Increase in liabilities

Increase in trade and other receivables

Net cash flows from operating activities

Investing activities

Consideration paid on acquisitions
Contingent consideration paid

Net cash used in investing activities
Financing activities

Receipt of funds for issue of SARS shares
Dividends paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of year

The accompanying notes on pages 136 to 145 form an integral part of these financial statements.
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2020 2019
£:000 £'000
2,696 8,996

798 17
7,628 (249)
11,121 8,864
(5,978) (510)
(625) (236)
(6,603) (746)
1,421 242
(6,007) (8,118)
(4,586) (7.876) .
(68) 242
243 1
175 243
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Parent company notes to the financial statements
For the period ended 30 April 2020

(forming part of the financial statements)

1 Basis of preparation and significant accounting policies

Gateley (Holdings) Plc (the “Company”) is a company incorporated and domiciled in the UK under the
Companies Act. The nature of the Group’s operations and its principal activities are set out in the strategic
report.

The financial statements have been prepared and approved by the Directors in accordance with the
Companies Act 2006 and International Financial Reporting Standards as adopted by the European Union
(adopted IFRSs).

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements

Judgements made by the Directors, in the application of these accounting policies that have significant effect
on the financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note 12 below. '

The individual financial statements of the company are presented in the currency of the primary eéconomic
environment in which it operates (its functional currency). For the purposes of the financial statements, the
results and financial position of the company are expressed in GBP, which is the functional and
presentational currency of the Company.

Measurement convention

The financial statements are prepared on the historical cost basis except where Adopted IFRSs require an
alternative treatment. The principal variations relate to financial instruments which are carried at fair value.

1.1 Going concern
See full explanation on pages 22 and 23 of the Strategic Report.

Having reviewed the Company’s forecasts, which includes an analysis of both short term cash flow
forecasts and longer term cash flow forecasts, the risk and uncertainties surrounding the current and
future demand for legal services, and other reasonably possible variations in trading performance, and the
possible impact of Covid-19 the Company expects to be able to operate within the Company’s financing
facilities and in accordance with the covenants set out in those facility agreements.

Sensitivity analysis has been performed in respect of specific scenarios which could negatively impact
our future performance such as lower levels of revenue growth, lower than forecast receipts of cash,
and reduced levels of gross margin expansion. In addition, the directors have also considered
mitigating actions such as lower capital expenditure and other short-term cash management activities
within the Company’s control. On this basis, the directors have a reasonable basis to conclude that the
Company is forecast to continue to trade in line with existing financing facilities for the foreseeable
future.

Accordingly the Directors continue to adopt the going concern basis of accounting in preparing the financial
statements.
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Parent conipany notes to the financial statements (continued)
1 Basis of preparation and significant accounting policies (continueqd)

1.2  Classification of financial instruments issued by the Company

Financial instruments issued by the Company are treated as equity only to the extent that they meet the

following two conditions:

(@  they include no contractual obligations upon the Company to deliver cash or other financial assets or
to exchange financial assets or financial liabilities with another party under conditions that are
potentially unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company's own equity instruments, it is either a
non-derivative that includes no obligation to deliver a variable number of the Company’s own equity
instruments or is a derivative that will be settled by the Company’s exchanging a fixed amount of cash
or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the financial instruments are classified as a financial liability.
1.3  Non derivative financial instruments '
Financial Assets

The Company's financial assets include cash and cash equivalents and trade and other receivables. All
financial assets are recognised when the Company becomes party to the contractual provisions of the
instrument. :

i) Investments
Fixed asset investments are stated at cost less provision for any impairment in value.

Investments in subsidiary undertakings are stated, as fixed asset investments, at cost less amounts written
off for impairment with any subsequent year adjustments stated directly into the profit and loss account.
Investments are reviewed for impairment where events or circumstances indicate that their carrying amount
may not be recoverable. In some instances investments are subject to contingent consideration, This is
included in the cost of investment. The amount of contingent consideration due is assessed regularly by
management based on actual and forecast performance. Any changes to contingent consideration due are
recognised within the profit and loss account. Cost of investment also includes share-based payment
charges of equity settled share based payment schemes to be settled on behalf of subsidiary companies.

ii) Trade and other reéeivables

Trade and other receivables (except unbilled amounts for client work) are initially recognised at their
transaction value and carried at amortised cost under IFRS 9.

In line with IFRS 9, the Company recognises any expected credit loss against trade receivables in order to
recognise the inherent risk that the Group may not be able to collect all amounts due according to the
original terms of the receivable. The amount of the provision recorded is based on a broad range of
information including past events, current conditions and forecasts of the future cash flows of the asset and
is recognised in the statement of profit and loss in other operating expenses.

iijj  Cash and cash equivalents

Cash and cash equivalents include cash in hand and deposits held at call with banks. For the purpose of the
cash flow statement, cash and cash equivalents includes bank overdrafts in addition to the definition above.

Financial Liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of the Group after deducting all its liabilities.

The Company's financial liabilities comprise trade and other payables, borrowings, contingent consideration,
members’ capital and amounts due to members. All financial liabilities are recognised initially at their fair
value and subsequently measured at amortised cost using the effective interest method with the exception of
contingent consideration that is measured at fair value through profit or loss
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1 Basis of preparation and significant accounting policies {continued)

1.4 Impairment
Financial assets (including receivables)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if objective
evidence indicates that a loss scenario is likely to occur after the initial recognition of the asset, and that the
loss event has a negative effect on the estimated future cash flows of that asset that can be estimated
reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the
asset’s original effective interest rate. Interest on the impaired asset continues to be recognised through the
unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

Under IFRS 9 the Group recognises expected credit losses (ECL’s) on receivables through application of the
simplified method. The amount of the provision recorded is based on a broad range of information including
past events, current conditions and forecasts of the future cash flows of the asset . Whilst the longevity and
impact of the COVID 19 pandemic is unknown, management have considered the potential defaults on
receivables as a result and reflected these in the ECL'’s calculated.

1.5 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the income
statement except to the extent that it relates to a business combination, or items recognised directly in equity
or other comprehensive income. Current tax is the expected tax payable or receivable on the taxable income
or loss for the year, using tax rates enacted or substantively enacted at the statement of financial posmon
date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. The following temporary
differences are not provided for: the initial recognition of goodwill; the initial recognition of assets or liabilities
in a transaction that is not a business combination and that affects neither accounting nor taxable profit or
loss, and differences relating to investments in subsidiaries to the extent that they will probably not reverse in
the foreseeable future. The amount of deferred tax provided is based on the expected manner of realisation
or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the statement of financial position date.

A deferred tax asset is recognised on deductible temporary differences only to the extent that it is probable -
that future taxable profits will be available against which they can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realised.

1.6 Ordinary dividends

Dividends are recognised as a liability in the period in which they are approved by the Company’s
shareholders.

1.7 New and revised IFRS in issue but not yet effective

At the date of authorisation of these financial statements, certain new standards, amendments and
interpretations to existing standards have been published by the IASB but are not yet effective and have not
been applied early to the Group:

Revised IFRS Effective date
IFRS 3 Business Combinations 1 January 2020

The directors do not expect that the adoption of the Standards listed above will have a material impact on the financial
statements of the Group in future periods.
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2 Expenses

Audit-fees in relation to the audit of these accounts of £10,000 (2019: £10,000) have been borne by Gateley

Plc. The company does not have any employees (2019: Nil)

3 Investment income

Intercompany dividends to the company have been received from other group entities as detailed below:

2020 2019

£000 £000
Amounts owed from Gateley Hamer Limited — 14 March 2019 - 1,000
Amounts owed from Gateley Capitus Limited — 14 March 2019 - 1,000
Amounts owed from Gateley Plc — 14 March 2019 - 1,000
Amounts owed from Gateley Plc — 30 April 2019 - 6,000
Amounts owed from Gateley Plc — 31 October 2019 2,750 -

2,750 9,000

4 Taxation

The Company'’s profit for the year arises from the receipt of intercompany dividends and the issuance of new
shares to Gateley EBT. Limited, which are not chargeable to corporation tax. As a result, no provision for

corporation tax is needed in these financial statements.

5 Investments

At 1 May 2018

Share based payment charge
Acquisition of Kiddy & Partners Limited
Acquisition of IIS

Balance at 30 April 2019

At 1 May 2019

Share based payment charge

Adjustment to Kiddy & Partners Limited acquisition cost

Acquisition of Persona Associates Limited

Acquisition of T-three Consulting Limited

Acquisition of Gateley Tweed (formerly Paul Tweed LLP)

Acquisition of Gateley Vinden Limited (formerly The Vinden Partnership Limited)
Balance at 30 April 2020

£'000

16,180
655
3,000
250
20,085

20,085
821

(620)
447
3,819
2,000
6,168
32,720
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5 Investments (continued)

Investments in subsidiaries

The Company has effective control of the following:

Gateley Plc

Entrust Pension Limited
Gateley Capitus Limited
Gateley Hamer Limited
Kiddy & Partners Limited
International Investments Services Limited
Persona Associates Limited
T-Three Consulting Limited*
T-Three Group Limited
T-Three Holdings Limited*
Gateley Vinden Limited

Matsa Holdings Limited

Thomas Alexander Holdings Limited*

TVP Holdings Limited*

Gateley EBT Limited

Gateley Investments Limited*

Ensco Trustee Company Limited*

Gateley Secretaries Limited*

Gateley Incorporations Limited*

Gateley Custodian and Nominee Services Limited*
Gateley Custodian and Nominee Services No.2 Limited*

Country of
incorporation

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales

Gateley (Holdings) Plc

Annual report and financial statements
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Ordinary share
proportion held

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Nature of business

Legal services

Pension trustee services

Tax incentive services
Specialist property consultancy
Human capital consultancy

UK Investment consultancy
Dormant

Human capital consultancy
Intermediate holding company
Intermediate holding company
Corporate advisory, dispute
resolution and consuitancy to the
built environment in the property and
construction markets
Intermediate holding company
Intermediate holding company
Intermediate holding company
Employee benefit trust
Corporate investment company
Corporate trustee company
Non-trading

Non-trading

Non-trading

Non-trading

Country of Controlling interest  Nature of business
incorporation held
Gateley UK LLP** England and Wales 100% Legal services via a branch in Dubai
Gateley Tweed LLP*** Northern Ireland n/a Legal services in Northern Ireland
William Paul Tweed, Selena Mary Kerins, Victoria Louise  Republic of Ireland n/a Legal Services in Ireland
Garrad, Callum Laing Nuttall, Thomas Oliver Durrant
and Richard Julian Healey trading as Gateley Tweed***
Gateley Heritage LLP* England and Wales 100% Non-trading
Gateley (Manchester) LLP* England and Wales 51% Non-trading
* these investments are indirectly held at the year end.
** . certain Directors of Gateley (Holdings) Plc and Gateley Plc as individuals are members of this entity,

although effective control is held by Gateley (Holdings) Plc via a trust holding arrangement.

el These entities are related entities of Gateley Plc since the majority of its Members are also Board
members of Gateley Plc. In substance they are controlled by Gateley Plc and so their results are
included in the consolidated results of Gateley (Holdings) Plc. In accordance with local governance
regulations, direct ownership in Gateley Tweed LLP and Gateley Tweed (a partnership in Ireland) is
not permitted however both entities will be recognised as subsidiary undertakings of Gateley Plc
under section 1162(4) of the Companies Act 2006 and thus subsidiary undertakings of the Group by
virtue of section 1162(5) of the Companies Act 2006.
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6 Trade and other receivables
2020 2019
£000 £000
Amounts owed from Gateley Plc - 8,856
Amounts owed from Gateley EBT Limited 1,228 -
Amounts owed from Gateley Hamer Limited 1,000 1,000
2,228 9,856

All receivables are anticipated to be due within one year and repayable on demand.

The carrying amount of financial assets (excluding investments) recorded in these accounts, which is net of
any impairment losses, represents the Company’s maximum exposure to credit risk. Financial assets
include amounts due from Gateley Plc. The Company does not hold collateral over these balances.

7 Other payables
2020 2019
£'000 £000
Contingent consideration due in one year 360 1,428
Amounts owed to Gateley Plc 828 -
Amounts owed to Gateley EBT Limited - 30
, 1,188 1,458

Contingent consideration of £0.018m relating to estimated earn put payments are due to the vendor of
Gateley Vinden Limited that will be settled 50:50 in cash and shares together. Contingent consideration of.
£0.0625m relating to contingent consideration due to the vendor of Persona Associates Limited that will be
settled 50:50 in cash and shares. Contingent consideration of up to £0.278m in relation to estimated earn out
payments are due to the vendors of Kiddy and Partners LLP is estimated to be settled 50:50 in cash and
shares together. :

All consideration is due in less than one year.

2020 2019
£000 £'000
Contingent consideration due in more than one year 789 855

Contingent consideration of £0.135m relating to estimated earn out payments are due to the vendor of IS
that will be settled 15% in cash and 85% in shares. Contingent consideration of £0.654m relating to
estimated earn put payments are due to the vendor of T-three Consulting Limited that will be settled 50:50 in
cash and shares together.

All consideration is due after more than one year.
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8 Capital and reserves
Authorised, issued and fully paid
2020 2020 2019 2019

Number £ Number £
Ordinary shares of 10p each
At 1 May 2019 110,860,789 11,086,079 106,881,953 10,688,195
Issued on acquisition of GCL solicitors LLLP - - 1,164,276 116,428
Issued on acquisition of Kiddy & Partners - - 251,207 25,121
Limited
Issued as part of contingent consideration of - - 138,329 13,833
Gateley Hamer Limited
Issued on acquisition of Persona Associates 94,312 9,431 - -
Limited ‘
Issues on acquisition of T-Three Consuiting 944,855 94,486 - -
Limited
Issued as part of contingent consideration of 389,608 38,961 » - -
Kiddy & Partners Limited
Issued on acquisition of Gateley Tweed LLP 529,520 52,952 - -
(Formerly Paul Tweed LLP)
Issued on acquisition of Gateley Vinden 1,602,564 160,256 - -
Limited (Formerly The Vinden Partnership
Limited) - ° .
Issued on vesting of SARS 1,631,588 163,159 2,425,024 242 502
Issued on vesting of SAYE 844,695 84,470 - -
Issued on vesting of CSOPS 711,163 71,116 - -
At 30 April 2020 117,609,094 11,760,909 110,860,789 11,086,079

On 29 July 2019 the Company acquired the entire issued share capital of Persona Associates Limited in part
for the issue of 94,312 10p ordinary shares.

On 1 October 2019 844,695 10p ordinary shares were issued upon vesting of the 2019 SAYE schemes to
participants.

On 8 October 2019 1,631,588 10p ordinary shares were issued upon vesting of the 2019 SARS scheme to
participants.

On 13 December 2019 the Company acquired T-Three Consulting and dormant group companies in part for
the issue of 944,855 10p ordinary shares.

On 6 February 2020 711,163 10p ordinary shares were issued upon vesting of the 2016 CSOP scheme.

On 28 February 2020 the Company acquired the goodwill of Gateley Tweed (Formerly Paul Tweed LLP) in
part for the issue of 529,520 10p ordinary shares.

On 6 March 2020 the Company acquired the entire issued share capital of Gateley Vinden Limited (formerly

The Vinden Partnership Limited) and dormant group companies in part for the issue of 1,602,564 10 ordinary
shares. .
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9 Financial instruments and related disclosures
Financial risk management

The Board has overall responsibility for the oversight of the Company's risk management framework. A
formal process for reviewing and managing risk in the business has been developed. A register of strategic
and operational risk is maintained and reviewed by the Board, who also monitor the status of agreed actions
to mitigate key risks.

Management's objective in managing financial risks is to ensure the long-term sustainability of the Company
and Group.

As the Company'’s principal financial instruments comprise cash and inter-group receivables. The main risks
are those noted below:

Credit risk

Credit risk is the risk of financial loss to the Company if a subsidiary to a financial instrument fails to meet its
contractual obligation. The Company has a policy of monitoring subsidiaries who perform credit checks
which together with the spread of reputable clients ensures there are no unacceptable concentrations of
credit risk. :

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company ensures that the Group has sufficient cash or loan facilities to meet all its commitments when

they fall due by ensuring that there is sufficient cash or working capital facilities to meet the cash
requirements of the Company.

Gateley Plc is financed through a combination of unsecured bank loans together with unsecured loans from
former members. The Board reviews the projected financing requirements annually when agreeing the Group’s
budget and, based on this review, sets the value of the future capital requirements of the business. The cash
flow forecast for the entire Group is updated regularly and compared to the budget with any significant variance
being reported to the Board.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will
affect the Company's income. The Company’s exposure to market risk predominantly relates to interest and
currency risk. Management does not consider this to be a significant risk to the Company.

Interest rate risk

The Group’s bank borrowings incur variable interest rate charges linked to LIBOR plus a margin.
Management do not consider this to be a significant risk to the Company or Group.

Foreign currency risk

The Group has one overseas operation based in Dubai which, therefore, exposes the Group to changes in
Sterling/ Dirhams exchange rates. Management does not consider this to be a significant risk to the
Company or Group.

Fair value disclosures

The fair value of each class of financial assets and liabilities is the carrying amount, based on the following
assumptions:

Inter Group receivables The fair value approximates to the carrying value because of the
short maturity of these instruments.
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9 Financial instruments and related disclosures (continued)
Fair value hierarchy

Financial instruments carried at fair value should be measured with reference to the following levels:
o Level 1: quoted prices in active markets for identical assets or liabilities

e Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset 6r
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices)

e Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs)

There are no financial instruments carried at fair value within this financial information.

The fair value of financial assets and liabilities are as follows (there is no difference between the carrying
value of the financial assets and liabilities and their fair value):

2020 2019

£°000 £000
Cash and cash equivalents 175 243
Group receivables 1,523 9,856
Total financial assets 1,698 10,099
Contingent consideration - FVTPL (1,149) (2,283)
Group payables {828) (30)
Current and total financial liabilities (1,977) (2,313)

The company itself does not have any exposure to interest or foreign exchange rates. The Group’s exposure
is detailed in note 28.

10 Share based payments

Details of the Group's share based payment schemes in operation are shown in note 9 of the group financial
statements.

1 Related parties

None of the executive directors received any remuneration from the company during the year, other than
dividend income. They are however remunerated by Gateley Plc, further details can be found in note 31.

12 Accounting estimates and judgements

The preparation of these financial statements under IFRS requires management to make estimates and
assumptions which affect these financial statements. The key estimates and assumptions relate to the
impairment assessment of investments.

Impairment of investments (note 5)

The total carrying amount of investments is held net of impairment losses. In determining whether investments
are impaired requires an estimation of the future value arising from a subsidiary or the trade and assets
acquired with it. The value is use calculation requires an estimate of the future cash flows expected to arise
from a subsidiary or cash generating unit and the use of a suitable discount rate in order to calculate present
value. Any change in estimates could result in an adjustment to recorded amounts. Management do not
believe any impairment is necessary against the carrying value of its investments.
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13 Contingent liability

A cross guarantee between the company and Gateley Plc exists in respect of all terms loans and overdrafts.
The value of the contingent liability at 30 April 2020 is £nil (2019: £nil)

14 Subsequent events
LTIP option issue

On the 22 July the Company issued LTIP options over 1,405,766 shares to certain senior employees and
executive directors based on performance conditions commencing a year on 1 May 2020. The number of
options granted were allocated to the same employees in the same proportions as the February issue
however approximately 28% more awards were issued to those employees so as to enhance the
incentivisation of these awards during the difficult and challenging economic conditions encountered due to
the impact of Covid-19. Management have estimated the impact of this issue over the life of the option to
result in a £1.59m IFRS 2 charge arises, which will increase cost of investments in the Company, based on
the assumption 100% of the performance condition is achieved. .

CSOP option issue

On the 7 July 2020 the Company issued CSOP options over 976,797 shares to associates, senior
associates, legal directors, equivalent positions in Gateley Group subsidiary companies and senior
management positions in our support teams. Management have estimated the impact of this issue over the
life of the option to result in a £0.21m IFRS 2 charge arises, which will increase cost of investments in the
Company. C
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