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Highlights 2016

GBG has had another strong year achieving record revenues and
delivering profitability ahead of market expectations. This is testament
to the hard work, dedication and talent of our excelient team

This was achieved whilst simultaneously increasing our operating expenditure on the development
of new products, expanding our international operations and strengthening our management team
As a result we have entered the new financial year with strong momentum and excellent prospects

Group revenue (€ 000) Adjusted earnings per share’ [pence) Operat|ona| H|gh||ght5

£73.4 million 106p - Logate, which became part of the
Group in April 2015, reached
prohtability earher than anticipated
and fimished the year ahead of
management expectations

- Develepment of CitizenSafe®, GBG's
publicydentity venfication service
as part of the UK government’s
OOV UK Venfy pratform

» Strong growth in international
revenues, Increasing to 26% of
Group revenues {2015 19%),
reflecting success in expanding our
operaticns outside the UK

£14-8 mllhon £13-4 mllllon = Growing levels of new business from

rmajor blue chip organisations
including British Airways and HSBC

Adjusted EBITDA (£ 000) Adjusted operating profit? (£ 000)

+ Deferred revenue balances increased
to £13 8 milhion (2015 £9 9 milhon),
giving strong visibibty for the year
ahead

Chief Executive's
Review

Read more on page 16

1 Derived from adjusted eperating prefit less net finance
costs an tax

Prohits before amortisation of acquired intangibles
share based payments charges exceptional items share
of results from associates net finance costs and tax

L)
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Strategic Report

At a Glance

Data 1s the fuel of the digital economy
CUBG enables clients to connect instantly
to over 300 third-party datasets, helping
our chents focus on improving their
customers’ experience while adhering

to their own internal nsk management,
fraud or compliance procedures

In the digital world where most of
us live, our identities are continually
defined by the billions of data bytes
we share.

Our Clients

We currently suppart over 6 000 clients across the
world n both the private and public sector

The organisations we serve need identity data
intelhgence to protect themselves from financial
crnime or regulatory non-comphance and to
improve the overall experience they offer
customers — with the ultimate goal of improving
their averall business

Our technolagy spans employee screening
customer on-boarding and fraud management
across all B2C sectors We support customers
globally in traditional banking government,
utibties, retall and transport as well as newly
emerging industries such as eCommerce, online
gaming, cryptecurrency and mobile payments

As we have grown our most successful chients have
grown and many of our chient relationships stretch
back more than 20 years

02 GBG
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How We View Identity

Attributed

* Name & address

» Passport

= Payment details

* Education qualbfications

Biometric

= Fingerprints
* Retina

* Voice

+ DNA

Identity can be defined as the characteristics

by which an individual 1s known Today several
alements build our identity and every indwidual has
thousands of charactenstics that can be gleaned
from a wide range of data sources The more
identity data points analysed, the betier informed
business decisions will be and the better the
customer experience

Strategic Report Corporate Governance Financral Staternents

Active customers in

70 countries

Team members in

21 locations in 13 countries

International Revenue

26%

* Interests Peaple Verified
+ Likes HTH
e e 4 billion+
= Usage patterns
Active Fraud Solutions

Digital 47 countries

* DeviceiD
« IP address
« Sowal D

. Cookies 190+ countries

Identity Reqistration and Document Validation

Thus 1s where identity data inteligence comes In
GBG's technology takes rdentity data from multiple
sources and enables organisations to make clear
decisions about the customers they serve and the
people they emplay

GBG
Annual Repart and Accounts 2016
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Chairman’s Statement

We have invested heavily in talent and
technology during the year and are well
positioned for the many opportunities
being generated worldwide by the need
for identity data intelligence.

Dawid Rasche

Chairman
Number of global
internet users passes
500 million
2001
04 GBG
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| am extremely pleased with GBG s performance
again this year Revenues and profits continued

to show strong growth with the Group delivering
adjusted aperating profits' ahead of market
expectations This was achueved on top of the
additional investment of £3 & mihion dunng the
year an increasing the scale and reach of our
international eperations, strengthening the senior
managemaeant team and further developing our
extensive product range

Revenues increased by 28% to £73 4 million
{2015 £57 3 millien), of which just over half (16%)
was organic growth? Even more pleasing was the
translation of this strong top line performance

to the adjusted aperating proat line with a 24%
ncrease to £13 4 mulion (2015 €10 8 muthon) and
an iIncrease in adjusted earnings per share of 34%
to 10 6 pence (2015 79 pence}

This performance was a direct result of the
continuing hard wark passion and dedication
of the GBG team in delivering our strategy and
| would like to offer my sincere thanks to them
on behalf of the Board and sharehclders

Dividend

The Board has recommended a 12 4% increase
In the dividend to 2 08 pence (2015 1 85 pence)
cantinuing eur progressive dividend growth
which we regard as an important component
of our shareholder return The dividend is
subject to approval at the forthcoming Annual
General Meeting to be held on 26 July 2016
Upon approval, the dividend wiil be paid on

26 August 2016 GBG wilk, once again offer
eligible shareholders the choite ta reinvest
their dividends back into GBG shares by way
of the Dividend Retnvestment Plan

1 Adjusted operating profit means profits before
amortisation of acquired intangbles shase based
payment charges exceptional items share of resufts
from associates net finance costs and tax

2 Adjusting for constant currency

2004

2002

GB Information
Management rebrands

to GB Group focusing on
providing customer insight
and contact information

Launched the world s first
electronic 1D verification
service, URU n
partnership with BT




QOutlook

The growing rmarket for identity data
intelligence salutions continues to present
strong opporturity for our products and | am
confident that GBG's clear leagership in this
area will fuel further growth We have invested
heavily In talent and technology during the
year and are well positioned for the many
opportunities being generated worldwide

by the need for tdentity data intelligence

We are naturally disappointed that Richard Law
has indicated his desire to step down as Chief
Executive ance a surtable successor has been
found but fully understand and support his
family-based reasons Our excellent management
team (s ensuring that the business continues to
thrive while we find the best possible successor
The continued success and excellent long-term
prospects for GBG should enable us to attract the
highest calibre of tatent to take the Group to even
greater future success

D A Rasche
Chatman

Apple launches
One bilhon internet the new 1Phone

users worldwide

2007
2006

Launched international identity
verification service covering
21 countries

Two billion
mternet users
worldwide

Released first version of
eTrace, a deep dive tracing
and investigation service

2010

Strategic Report

2013

2012

20m

Moved to
AIM listing

2014

Corporate Governance

Financial Statements

Number of global internet
users passes three billion

2015

Acquired Logate, providing a base in Silicon
Valley for our US-focused operations and
enabling us to bring together all the address
and identity data behind 1ts solutions into
one global platform

Rebranded to GBG

GBG Connexus built on eTrace platform,
wins 'Most Innovative Newcomer® at UK s
Retall Fraud awards

Completed acquisitions of Transactis, a customer
transactional data aggregator and DecTech
providing 1-fraud prevention capabilities and an
enlarged customer base in APAC

With acquisstions of TMG tv and CRD, became
LK s largest criminal records checking agency
able to offer ¢chents full 1ID and Right to Work'
verification for employeas

Launched ID3global to
provide all ID verificatien
services through a single API

Extended capabilities to include people
tracing and driving licence checking
with acquisition of Data Discoveries and
Advanced Checking Solutions

Became the UK's second largest
provider of address management
solutions with acquisitton of Capscan

GBG 05

Annual Report and Accounts 2016




Strateqic Report

Business Model

We continuously build and nurture partnerships
with data providers around the world to ensure
the breadth of identity data at the heart of our
technelogy 1s unrivalled

06 €BG
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Corporate Governance Financeal Statemants

How We Create Value

Global Reach

With increased global movement of pecple, the
opening of new markets and the huge growth in
cross berder eCommerce organisations need to
know individuals are who they say they are Of
the six product and service areas that make up
CBG s core offering four are currently equipped
to work internationatly, and it s our goal to buiid
international data into the remaining two in the
near term

Everything GBG does has a global future For
example ourdentity assurance proposthion,
CitizenSafe certified by the UK Government
enables users of government services to verify
their identity iInstantly It ts currently a UK-based
proposition but has equal application for any
government, anywhere that s looking to move its
service dehwvery onto a digital ptatform

GBG s building the runway for future growth
Once a platform 1s.in place solutions can be rolled
out at low cost across all markets

Specialist

It1s not only our global reach that differentiates
GBG from our competitors, we are specialists in
our field With our wide base of data partnerships
we lead the market We bring together more
data than anyone else in our field we are data
agnostic — meaning aur technology 1s designed
to assimlate and analyse data from any source
and i1n any format We continuously develop new
propositions oftenn collabaration with our
customers so they can respond ta fast-changing
market and regulatory requirements

Whilst competitors may be larger than GBG they
have a more mited data pool from which to
source intelhigence We are trusted partners of the
nurmerous external organisations who share data
with us This also includes strong relationships
with our largest competttors, while we compete
with them for specific solutions, we also see them
as strategic partners for identity related data
especially credit data This concept of ‘coepetition
- co-aperation with competitors - places GBG as
the leader at the very heart of the global identity
data intelligence market

Innavative

Our 1dentity 1s no longer defined simply by a
name, address or phone number Mobile devices
email and social IDs, online behavioural patterns
and biometric data increasingly identify us Mass
adoption of new sharing economy and mobile
services are redefirung global commerce

GBG 1s perfectly placed to support the new
digital economy We enable companies to take
new business models to market Failure to adapt
means running the risk of being leapfrogged

by those who do

New proposition development and continued
Innovation 1s vital in our ndustry We approach
this internally within our own technology team
approximately 30 per cent of our staff work in
technology development — fundamentally our
R&D resource But we also develop partnerships
in key areas of expertise, particularly relating

te use of data in specific application areas like
Palitically Exposed or Sanctioned Persons ('PEPs )
and understanding what s happening on the
dark web with regards to ¢hent data so we can
understand what we need to develop to help
protect us all

Every day, around
the world, trillions
of decisions are
taken about people.
The decision-
making process
will increasingly
rely upon solid
intelligence, drawn
from the ever
increasing volumes
of data available to
organisations.

€BG o7
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Strategic Report

Market Review

We build services to support the digital economy

The World Economic Forum estimates that up to

900 milhon additional people, mainly in the developing
world, will gain access to the internet by 2017

Products will evolve into services,
and services into experiences, with
data serving as the backbone of
their delivery'.

In just five minutes

1 billion+ 20 million+

emails are sent? Google searches?

360hrs $12.5 million+

of video uploaded? eCommerce sales?

10 million+

pietes of content shared?

1,200+

babies born*

Sources
1 Worle Economic Forum
Dhgital transformation of Ingustries
2 DOMO
3 UNICEF

08 GBG
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ID Engage

95% or more of Millennials
say they want their brands
to court them actively.

Source Accenture

ID Verification

500 million identities were
stolen or exposed online in 2015
according to a report by digital
security firm Symantec.




ID Reqistration

Strategic Report

Over 25% of consumers provide intentionally incorrect
information when submitting their personal details online.

Source Verve

iD Employ & Comply

Net migration to the UK, in
year ending December 2015,
was 333,000 This was a 57%

increase since December 2013.

Source ONS

Corporate Governance Financial Statements

ID Trace & Investigate

In 2014-2015, fraud suffered
by British Retail Consortium
members increased 55%
compared to the previous year.

Source BRC

ID Fraud & Risk Management

75% of companies have fallen
victim to a fraud incident in
the past year, a rise of 14%

in just three years

Source Kroll Glabal Fraud Report 2015-2016

GBG
Annua! Report and Accounts 2016
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Strateqic Report

Our Vision

10

QOur Strategic Priorities

o
People

We will focus on the engagement of our fantastic team
to retain and grow what we believe 15 some of the best
talent In our tndustry

©
Customers

We will focus an bringing on board major brands that
can utilise preducts across the whole GBG portfolio -
in every regton of the world

(s ]
Brand

We will invest in our brand to make sure it 15 fully
recognised in all of our target markets and areas
of operation

GBG
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2]
Products

We wilt acquire and develop products that extend our
unigue value propositions in every market in which we
operate

o
Process

We will continuously improve and innovate the way
we do business in ine with customer and employee
feedback with the aim of making GBG an organisation
that 15 easy to work with




Strategic Priorities in Action

Strategic Report

Corporate Governance Finangal Statements

Everyone at GBG 1s famihar with our Vision, Objectives and Strategtes

('V0S52020’) framework It 1s applied to all areas and levels of our business,
enabling every indwvidual to contnbute to our success towards 2020
Through regular reports, it 1s easy to understand how we are progressing
against Group, department, team and individual objectives Here are
some of the key VOS2020 highlights from the last 12 months

Qur strategy in action

People

Praducts

Customars Process Brand

Recruited a Chief People Officer to unify our people policies and
programmes globally

Launched strategic improvement plans to enhance our customer service
and product suppart capabilities

Successfully began moving our core preducts onto the cloud to support
future growth

Created a global Engagement Ambassador programme to represent
our teams In all lecations

Improved the en-boarding process for customers to enable
new account set-up within 24 hours

Acquired Califarnia-based Logate to enhance our access to
and understanding of location data

Rolled out a new UK website onto a global platform that will support
all GBG sites

Successfully unified all sub-brands under the GBG wdentity

Migrated afl former URL customers onto the wholly owned GBG
tD3global platform

Launched CitizenSafe® to suppori the UK s delivery of government
sarvices digitally

Relled out our Voice of the Customer programme across atl touch points
to enceurage continuous feedback on the way we work

Created an in-house Mergers and Acquisitions ( M&A ) team to focus
on daveloping a high quality acquisitions strategy

Formalised our data strategy and compliance team to suppart our
custamers in using the correct data appropriately

Ralled out our share save scheme to all employees globally offering all
our teams the chance to share in our success

Appointed a Head of New Proposition Development to drive
product inngvation

GBG 1
Annual Report and Accounts 2016
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Strategic Priorities in Action continued

12

Strategic Priority @)
People

What We've Achieved

In September 2015, the People Team was
successfully reorganised under the leadership
of our new Chief Peaple Officer James Miller
The team now operates globally with sub-
teams focused on Recruitment, Operations
and Talent Development We have simplified
the way in which performance 1s momtored
and created a strong, consistent framework
for persanal development that wilk ensure we
grow and nurture all cur teams consistently

In March 2016, our UK Investors in People
accraditation was upgraded to 'silver
status — reflecting the significant focus ang
investment GBG has made inits peaple

Next Year

This year we will roll out a new intranet
acrass all our teams to provide a digital
communications platform personalised
to provide relevant role and location
information

We will emphasise the role of our managers
In mainta,ning team engagement and we
wiil create a digital talent recruitment and
development platform to enable all our
managers to work consistently

GBG
Annual Report and Accounts 2016

Strategic Priornity €
Products

What We've Achieved

Woe launched a number of new upgrades to
our products last year, including CitizenSafe
and the addition of social medra data to GBG
Connexus, which prevides additional tools

for international fraud and investigation
teams In November GBG Connexus won Best
Newcomer, Most Innovative Online Produck
and Best Cross Functional Product at the
2015 Retail Fraud Awards in the UK

The mrgratton of our core products onto

a cloud-based platform through Rackspace
means we can support the future growth
of our business uncanstrained by data
storage mits

Next Year

We will continue to focus our product
development on making all products
avaitable globally We will continue to source
high qualty innovative data to improve our
capabilities In our core markets in North
America and the Asia Pacific region

We will continue to ensure that all our
products are comphant with the latest
legislation in country, including changes
to data protection requlations in the ELU
and Payment Card Industry { PCI ) secunity
standards across the world

Strategic Prority €
Custorners

What We've Achieved

We launched a comprehensive Voice of the
Customer pragramme, focused initially on
our UK customer base which represented

81 per cent of our revenue Qur customers
gave very positive and constructive feedback
which has now been used to create strategic
improvement plans n the key areas of
customer service and 'getting help’

The number of existing customers buying
mare than one GBG product has risen
significantly contributing to our continued
arganic revenue growth The number of
customers spending over £1 millign with us
also grew

Next Year

This year our focus 1s on serving customers
faster and more efficiently We will creata
global service agreements with all our major
customers enabling them to get maximum
value out of their relationship with GBG

We will support each with a dedicated
Account Team, focused on creating an
effortless experience for our customers,

and their end consumers
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Strategic Priority @
Process

What We ve Achieved

We have implemented a clear plan far re-
engineering and then automating, our core
processes Last year we focused on new
customer on-boarding with the stated aim of
setting up new customer accounts within 24
hours We now successfully on-beard B0 per
cent of customers within this ttmeframe and
will continue to improve on this in 2016-2017

We created the infrastructure to automate
our entire lead nurturing and customer
management process Our clear objective
15 10 Improve the quahty of data and
information within our own systems to
enable us to serve customers better

Next Year

We will continue to develop our products in

a Software as a Service ('SaaS ) environment
enabling customers to integrate our products
easlly across all locations

We will continue our programmae of strategic
improvement plans based on the diract
feedback from our customers

Strategic Priority &

Brand

What We've Achieved

We created a dedicated globally experienced
Brand team to manage the development

of the GBG brand across all assets and
communications media A strong focus on PR
and investor communications mdicated that
GBG's Share of Voice In the UK last year was
already at 5 per cent — a figure we can improve
upon in 20162017

We will further umprove the speed at
which we integrate acquired businesses
into the Group

We launched a new GBG web platform in
July 2015 which will ensure that all future
GBG websites will be developed within one
framework to optimise brand recognition
and user experience

Corporate Governance Financial Statements

Next Year

We will enhance our Investor experience by
creating a dedicated Investor Zone to support
our results and investor communications
schedule

We will create a new global website and
dedicated in country sites for all our key
markets to provide consistent information
on our brand what we do and why

We will enhance our comsmurications
pragramme with thought leadership
that supports our brand development
as the champton of the disrupter’

G8G 13
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Key Performance Indicators

The Board monitors the Group s progress non financial measures The following details the
against its strategic objectives and the financial principal Key Performance Indicators ('KP1 ) used
performance of the Group's operations on a by the Group gwing the basis of calculatian and
regular basis Performance 1s assessed against the source of the underlying data A surnmary of
the strategy and budgets using financial and perfarmance against these KPls s given below
Financial

Revenue

Revenue and revenue growth are used for

internal performance analysis to assess the
execution of our strategies Organic growth s
also measured although the term 'orgamc’ s not
a defined term under IFRS and may not therefore,
be comparable with simitarly titled measures
reported by other companies Organic growth

1s defined by the Group as year-on-year continuing
revenue growth, excluding acquisitions until the
date of their anniversary and will be reported at
each reporting interval

Adjusted Operating Profit

This 1s used by the Group for internal
performance analysis to assess the execution
of our strategies

Adjusted EBITDA

This 1s used by the Group for internal performance
analysis to assess the execution of our strategies

Earnings per Share

Earmings per share is calculated as basic earnings
per share from continuing operations on both an
adjusted and unadjusted basis

Non-financial Employee Engagement

Employee engagement s a key
focus area for the business in order
to retain and grow what we believe
1s some of the best talent in qur
Industry

1% GBG
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>80%

M5

>80%

The Group uses the following primary measures
to assess the performance of the Group and
ItS propositions




Cash

Cash and cash equivalent balances are used by
the Group for internal performance analysis
and by investars to assess progress against
outlook statements

Deferred Income Balance

Deferred income which 1s included in gur
Consohdated Balance Sheet 15 the amount

of iInvaiced business tn excess of the amount
recognised as revenue This 1s an important
internal measure for the business and represents
the amount that we will record as revenue In

our Consolidated Statement of Comprehensive
Income in future periods Trends may vary as
business cenditions change

International Revenue as a
Percentage of Total Revenue

This 1s an impartant internal measure for
the Group to assess progress towards
expanding our international operations

Countries with an Active
Customer Presence

This 1s an impoartant internal measure for the
Group to assess progress towards expanding
our International operations

Strategic Report
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Chief Executive's Review

We estimate GBCU's addressable market
globally to be in the order of £7 billion and
we continue to attract new opportunities
across the world with both existing

and new clients

Richard Law
Chief Executive

16 GBG
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GBG has delivered anather strong financial
performance this year and we continue to extend
our leadership of the identity data inteligence
market in the UK and globally This s a direct
result of the hard work and tatent of the GBG team
and | am very grateful for their continued effort
and commitment

During the year we increased our operating
expenditure on developing new products
expanding our international operations and
strengthening our management team We also
established a presence in the USA through the
successful acquisition of Logate based in

San Francisco These investrments coupled
with growing markets both in the UK and
glabally have enabled us to start the new
year well and | consider we have good growth
prospects in the year ahead

Financial Performance

GBG s financial performance has continued to
improve with revenues increasing by 28% to
£73 £ million (2015 £57 3 milhon) Organic
revanue growth was 16% with the balance
primarily from the acquisition of Logate in
Apnl 2015

As a result of this growth we reparted a
24% 1ncrease \n adjusted operating profit to
£13 4 million (2015 £10 8 milhion), ahead of
market expectations

Deferred revenue in the balance sheet (In respect
of amounts already invoiced under annual or
multl year contracts but which will be recognised
in future periods) ncreased by £3 9 mithon to

£13 8 million, giving strong revenue visibihity for
the financial year ahead

Strong revenue growth

+28%




The Company continues to be highly cash
generative and cash balances at 31 March 2016
were £12 4 milhon {2015 £15 8 million) following
payments of £14 S mllien for the cash purchase
of Logate the settlement of earn-outs on prior
acquisitions and the payment of dividends to
shareholders Net cash balances were £8 7 million
(2015 £11 4 million)

As aresult of the above, GBG 1s well positioned
to pursue its strategy of conttnued growth 1n the
year ahead

The Global Identity Data Intelligence Market
Consumers and citizens are (ncreasingly moving
to transacting (n real time across international
borders New business models for instance Iin the
sharing econamy, are disrupting the way things
are done and the world s governments are moving
towards making access ta their services as easy
and convenient as that for online banking

These changes beneft us all but at the same time
bring with them new risks of fraud, 1dentity theft
and cybercrime GBG's identity Data Intelligence
services constantly analyse many terabytes of
infarmation and prowide specific intelligence

to orgamisations in over 70 countries enabling
them to address these tssues and camply with
legislation without detracting from the customer
experience

We estimate GBG s addressable markat globally
to be of the order of £7 biYhon and we continue
to attract new opportunities across the world
with both existing and new clients An illustration
of this is the strengthening of our relationship
with HSBC who this year, /mplemented our GBG
Instinct solution for application fraud in its 25th
country The bank s use of our software acrass
terntories as diverse as Asia Pacific Europe

the Middle East and Central & South America,
highlights the growing impertance of having a
consistent global approach to combatting fraud
and i1dentity theft

Identity Proofing ('IDP )

QOur IDP business, which provides electronic
identity verification, fraud prevention and
employee screening solutions, saw revenues
Increase by 32% to £33 2 midhion (2015 £25 2
milhon) Adjusted operating profit was up by
54% to £6 6 million {2015 £4 3 million)

Strateglc Report

GBG ID3global identity verification service
continues ta be iImplemented on a worldwide
scale This service can now provide identity
vernification solutions across 53 countries, up
from 35 last year offering coverage for 59%
of the world's population or 4 35 bitlion people

GBG s fraud prevention products GBG Instinct
and GBG Predator were installed into 47 countries
at the year end with customers such as Barclays,
HSBC Ping An Puhuil {China's largest consumear
lender) and Maybank (Malaysia s largest bank)

The growth in fraud internationally in the
financial services sector continued to drive strong
demand duning the year and we achieved our

first solution sale in South America with HSBC

In agdiben we developed our CitizenSafe
identity assurance service as a certified
provider on the UK Government's GOV UK
Verify platform and we are currently deploying
this service working with Government Data
Services part of the Cabinet Office

Identity Solutions ('ID5")

Our IDS business, which provides identity based
registration tracing and customer engagement
sglutions, made good progress Increasing

its revenues by 25% to £40 2 miliron (2015
£32 1 mulhon) and increasing adjusted operating
profit by 9% to £7 7 millton (2015 £71 milhion)

The IDS business units performed well with

high levels of chent satisfaction, demanstrated
not only by the growth in revenues from our
existing chent base but also by the successful
cross sell of additsonal identity data intelligence
solutions into new areas | am encouraged by the
increasing number of IDS clents buying more than
one GBG product

New customers for [DS include British Airways
and JP Boden

Acquisitions

Qur track record in identifying executing and
successfully integrating acquisitions continued
duning the year with the addition of US-based
Logate in Apnil 2015

Corporate Governance Financial Statements.

Logate further strengthened our identity

data intelligence credentials 0 the U5 and

has integrated and performed very well since
acquisition exceeding our initial expectations

of prefitability The US team has successfully
integrated with our existing teams and this allows
us to apply Logate s technology not only into our
existing territories but to take our other products
into North America Logate s key distribution
partners, Qracle and IBM are performing very
well and we have recently launched our own
self-serve service Everything Location

(www everythinglocation com) utihsing

Logate s technology

Current Trading and Qutloak

We started our year with strong momentum and
excellent prospects and I m pleased to report that
trading since the start of the year has continued in
line with the Board s expectations

Civen that this will be my last statement as
CEQ of GBG Ywanted ta extend my thanks to
the GBG team past and present who collectively
have grown the business into a very substantial
company from 1ts small beginnings

| am very proud of all that we have achieved
and am very confident of further profitable
and sustamable growth in the year ahead
and beyond

RALaw
Chief Executive
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Global Business Case Study

Fraud: An International

Market

Fraud 15 like a child 5 balloon where you squeeze
one end and all the air moves to another, simply
changing the shape but not reducing the volume
Since the adoption of EMV card technology
across Asia Pacific, there are now nearly

2 bilion ‘chip and pin' cards in circulation in

the regton representing over 25 per cent of

the tatal While this is stll far behind UK rates
of B3 per cent it will be a significant factor

1 drivang fraudsters away from transaction
frauds - typically using stolen or cloned cards
So they will simply move elsewhere to find
whare there are weaknesses In an organisation s
processes that they can exploit — and one of
these 15 likely to be around account cpening

Client Case Study

RHB Bank 1n Malaysia recognised that It needed
to speed up the time 1t took for i1ts custemers

to open an account recelve their card and start
spending Previously a process that took several
days, it created bottlenecks and inefficiencies in
the workflow but most importantly alse ran the
resk of customers simply moving elsewhere

Focused in branches with the highest footfall
RHB automated the process to tnclude instant
credit checks with GBG Actvate, and fraud

and AML checks with GBG Instinct The data
provided by a customer goes into an automated
workflow which checks all elemenis against
known fraud data
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Whether applying for a mortgage or a credit
card or to take out an Insurance premium an
applicant will be shanng data that needs to be
rcbustly checked and confirmed within a matter
of seconds But it s not just about checking

the identity details and credit history, has the
persan appled for a product anywhere else in
the organisation® Are we confident that they
ara not on any anti-money laundening ('AMLY)
sanctions lists? Have any of their attributes
been ideniified as part of an inoident elsewhere
= Inctuding within partner orgamsations?
Dotng this quickly over the mnternet or via the
mobile channel will continue to pose a major
challenge to fraud teams under pressure from
their commercial colleagues who need to

on board customers as quickly as possible

The software's decision engine either accepts,
rejects or refers the apphcation to a Credit
Officer for immediate investigation But, most
importantly the ultimate decision is then fed
back into the system so that all decisions are
avallable for future reference

The new approach to account opening has
meant that customers can sign up In a branch,
complete a full credit 10 and fraud check and
walk away with their new card ready to start
shopping n as httle as 10 minutes
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Business Review

The performance of the Group Is reported by segment,
reflecting how we run the business and the economic
charactenistics of each division Our diwvisions are led
by our Managing Directors and have six offerings

Nick Brown John Lord

10 Verification
Remotely venify consumers’ identities

With GBG, you can verify
the identities of over 4 illion
people, worldwide

1D Registration
Quick and accurate customer registration

GBG makes the whole process
of collecting and validating
data shared by customers —
anywhere n the world —
really easy
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Nick Brown and John Lord

Managing Directors

Appointed in 2006 to head identity-based
marketing services Nick Brown today leads

the Group s expanding data quabty location
intelligence and employee screeming propasitions
Nick previously held a senior management
position at Sage Pic responsible far developing its
UK channel busingss This followed senior roles at
both Microssft and Fupitsu Services

Appointed in 2009, John Lord leads the Group's
growing global capability to provide fraud risk
and comphance solutiens to many of the warld s
largest commercial organisations governments
as well as disruptive start-ups Prior to GBG,
John ted global sales before heading up the UK
business for one of the world s largest credit
rating agencies Dun & Bradstreet and also led
a major data analytics, outsourcing and contact
centre business

GBG ID3global can venfy over 4 billion identities
electrorucally, nsing to over 6 5 bilhon when
document image validation 15 included Continued
growth 1s linked to the innovation and disruption
taking place in qur global marketplace ranging
from financial services and payments to the
sharing economy and online gaming GBG 1s
perfectly placed to enable clients to take new
bustness models to market when they need to
know thaw customers are who they say they are
while meeting the stringent standards set by the
world s regulators

US-based Logate which was acquired in Apni)
2015, has successfully integrated into the GBG
family and there are excelfent opportunittes to
scale further as we cantinue to buiid our location
intelligence services This will see the creation
of a single business unit for the year ahead with
three product streams GBG Matchcode360 for
enterprise businesses GBG Logate for channel
partners and Everything Location, GBG 5 new
self-service proposition to enable chents to
instantly capture and venfy addressesn nearly
250 countries and territories
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iD Engage
Database services

A total view of your customers
across all channels

1D Trace & Investigate
Cpen up the true meaning of individual profiles

GBG helps you to understand
a person's true identity when
you need to know more

ID Employ & Comply
Background checks through online verification

Screen your employees to
ensure compliance with AML
and Right to Work regulations
as well as verify the integnity
of information and documents
provided

1D Fraud & Risk Management
Fraud detection and risk management

GBG helps you monitor
customer transactions to stay
alert to behawviour consistent
with fraud or financial crime

Carporate Governance Financizl Statements

GBG helps pulitogether customer insights
from the mynad of systems and databases
within your organisation to create an enhanced
customer experience We work with same of
the fargest retarlers, financial services utilities
and travel companies in the UK We have
unrwvalled expertise in how to create a 'total
customer view' that can respond instantly to
new customer nsights — whether they come
through a traditional channel like a store or
call centre, or whether as a result of activity on
your wehsite or social media

GBG Connexus helps you find the people you
need to connect with faster than anyane else
In additon to over 1 billion data assets dating
back 24 years inking to the UK s 64 mullion
people this year we introduced new capab:lity
through sacial media Open-Source Intelligence
{'OSINT } te instantly gain greater insight into
pecple and places, globally Qur GBG Cennexus
product won three Retail Fraud Awards in 2015
for combating fraud In retai! Best Newcomer
Most Innovative Onhine Solution, and Most
innovative Cross Functional Tool

GBG KnowYourPeople I1s a comprehensive
employee rdentity and background checking
solution combining the capabilities of our GBG
OnlineDisclosures GBG AdvancedCheck and
GBG ID3global products We give our clients the
intelligence to confirm the identity credentials
and integnity of their employees Currently
avallable for UK employers our expertise and
technology 1s berng scated to offer similar
salutions for international markets

Qur fraud prevention solutions not only

check new customer datails in real tume as

they register but monitar for application and
transaction fraud on an angoing basis The year
saw strong new business and organic growth

In internatienal markets, including HSBC which
went hve with our fraud engine GBG Instinct in
1ts 25th country across APAC the Middle East,
France Argentinaand Mexico
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Principal Risks and Uncertainties

GBG's corporate objective 1s to maximise long-term shareholder
value In doing so, the Directors recogmise that creating value is

the reward for taking and accepting risk

The Board considers risk assessment and control to be fundamental to
achieving 1ts corporate objectives, and has put in place an ongoing process
for identifying, evaluating and managing the sigrificant risks faced by the
Group and the effectiveness of related controls This process i1s reviewed
every six months by the Audit Commuttee which reports its findings to

tha Beard

Key elements of the risk management process

- The Group's internal controls team meets at least once every six months

to assess r1sks review and monitor controls and 1dentify new risks

The Group's Internal Controls Co-ordinator whose function is to chair
the Group s (nternal control team meetings collates and prasents
the results of the Group risk reviews to the Audit Committee He also

regularly monitors and assesses the Group's risk management functions

and reports directly to the CEC on matters of internal control and
risk assessment

+  The Audit Committee monitors through the reports provided by the

internal contrels team the centrels which are in force and any perceived

gaps in the contrgl envirgnment The Audit Committee also considers

and determines refevant action in respect of any control issues raised by

the Internal Controls Co-ordinator or the external auditor
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Principal risks and uncertainties

Management use a model to identify and assess the impact of risks to the
business under four key headings = financral strateqic operational and
knowledge For each risk the hkehhood and consequence are identified
management controls are confirmed anc resuits reported

The Cerporate Governance section provides further details on the Group s
risk management process {pages 32 to 36)

The significant nsks and uncertainties faced by the Group are set out
on the following page In each case there is an on-going process for
identifying, evaluating and managing the principat risks of the Group




Regulatory risk

Legistation in all the markets we serve changes on a regular basis
Interpretation of existing laws can also change to create ever
tightening standards, often reguining additienal human and financial
resources and the prowvision of new assets and systems Whilst the
Group 1s committed to respond positively to new regulation and
legislation, changes could affect the pricing for, or adversely affect
the revenue from, the services the Group offers

Competitive position

The Group operates in competitive markets and intensified
competition could lead to pricing pressures areduction in the rate
at which the Group adds new customers and to a decrease in the
size of the Group s market share If chents choose to receive services
from ather providers

Non-supply by major supplier

The Group sources seme of 1ts data and infrastructure from third
party supphers and partners The removal from the market by one
or more of these third party supphers or interruption in supply
could quickly affect the Group s operations adversely and result in
the loss of revenue or additional expenditure for the Group

Strateqic Report Corparate Governance Financial Statements

Disaster recovery, business continuity
and cyber nsk

The Group has an understandable reliance on its place of business

IT systemns and people The loss of key components could affect the
Group s operations and result in additional expenditure while the
established business continuity plan is effected following an incident
Furthermore, the threat of unauthorised or malicious attacks on qur
IT systems 1s an ongoing risk for the Group the nature of which 1s
constantly evolving and becoming increasingly saphisticated

New product development

I erder to maintain competitive advantage, the Group invests
sigmficant amoynts of resources into progduct development

The development of all new technologies and preducts involves
nsk, Includeng the product being more expensive ot taking longer
to develop than originally planned the market for the product is
smaller than origtnally envisaged or that the proeduct fails to
reach the production stage

Intellectual property rnisk

We generally pretect our proprietary application software products

and services by licensing nghts to use the applications, rather \
than sething or licensing the computer source code We rely on

trademark, copyright, patent and other intellectua! property laws to

establish and protect our proprietary rights in these products and

services However, there s a risk that our proprietary nghts could

be challenged, mited, invahidated er circumvented

GBG 23

Annual Repaort and Accounts 2016




Strategic Report

Finance Review

Our strategy Is to create and
maintain unique online products
and services which provide
additional value for clients

and are of sufficient strength

to enable the Group to create
new markets and consistently
win new business against

our competition.

Dave Wilson
Group Finance and Operations Director
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Principal Activities and Business Review

GB Group plc (GBG ) and subsicharies’ (together the Group ) principal
acuvityis the provision of identity data intelhigence services GBG helps
organisations recognise and verify all elements of an individual’s identity at
key interactions in their business processes Through the applcation of our
proprietary technology our vision Is to inform business decisions between
people and organisaticns globally

The performance of the Group 15 reported by segment reflecting how we

run the business and the economic characteristics of each division

The Group s two operating segments are as follows

= ldentity Proofing division — which provides electronic 10 Verification
services for combating 1D fraud, money laundering and under-age
gambling ID Employ & Comply services for employee authentication
and screening and ID Fraud & Risk Marnagement services

= Identity Solutions division — which provides ID Registration
ID Engage and ID Trace & Investigate software and services that provide
accurate and up-to date custorres information and facilitate better
understanding, targeting and retention of prohtable customers

Between them the divisions have six complementary offerings

= 1D Venfication, which provides the ability to verify consumers’
identities remotely without the physical presentation of
documentation, in order to combat ID fraud money laundering and
restrict access to under-age content, purchases and gambling

= 1D Employ & Comply, which provides background checks through onhine
verification and authentication of individuals enabling organisations to
safeguard recruit and engage with confidence

= ID Fraud & Risk Management, which provides fraud detection risk
management and customer on-boarding solutions

* 1D Registration, which includes software and services for quick and
accurate custormner registration and validation of records

* 1D Engage, which provides database services so our clients can better
understand, target and retain their customers and offers accurate and
up to date identity infermation for thewr contact strategies

= 10 Trace & Investigate, which provides the largest and most accurate
picture of the UK s population and praperties in order to locate and
contact the night indevidual, first time

The Group results are set out in the Consohidated Statement of
Comprehensive Income and are explained In the Finance Review A review of
the Group s business and future development s contained in the Chairmans
Statement Chief Executive s Review and the Finance Review

Group Vision and Strategy
The Group s vision 15 to be the leader in identity data intell:gence, informing
business decisions between people and organisations globally

The Group's strategy 1s to create and maintain unigue online products and
services which provide additional value for clients and are of sufficient
strength to enable the Group to create new markets and consistently win
new business against its competitton The Group achieves this through its
investment i pegple, business and product development opportumities and
the applicatien of inngvation, quahty and excellence in everything it does

Review of the Business

The Group uses ad)usted figures as key performance measures In
addition to those reported under adopted IFRS as they better reflact the
underlying performance of the business Adjusted figures exclude certain
non operational or exceptional items which 1s consistent with prior year
treatments Adjusted measures are marked as such when used
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The fallowing descniption of the Group s performance 1s complemented by the segmental analysis 1n note 4 to the accounts which shows the cantributions
from the Identity Solutions and Identity Proofing segments The averall impact of our acquisitions in the year will not be fully evident in cur segments

until 2037

2016 2015 Change Change

£000 £000 £000 %
Revenue 73,401 57 283 16 118 28
Adjusted operating profit 13,428 10,790 2,638 264
Share-based payments (1,245) (a7 (274) (28)
Amaortisation of acquired intangibles {2,501) {1986) (515) {26)
Operating profit before exceptional items and associate result 9,682 7833 1849 24
Exceptional items (94) (1629) 1535 94
Share of associate investment result - 10y 10 100
Net finance costs {270) (266) {4) (2)
Group profit before tax 9,318 5,928 3390 57
Total tax charge (178) 1127 949 B4
Group profit for the year attributable to shareholders 9,140 4 801 4 339 90
Adjusted earnings’ 12,980 9397 3583 38
Bas:c wesghted average number of shares [ 000} 122,744 19 144 3600 3
Adjusted basic earnings per share (pence)’ 106 79 27 34

1 Adjusted earmings and adjusted earnings per share { EPS } are both non-GAAP measures determined with reference to the adjusted operating profit less net Ainance costs and tax
A reconciliation of these values is reported later In this statement as well as in note 13 10 the aLcounts

The Group s overall profile has changed through acquisitions cancluded
during both this year and in the previous year These businesses have
delivered strong performances in the 12 month period ended 31 March 2016
while being underpinned by solid organic revenue growth of 15 per cent

Adjusted operating profit for the year increased by 24 per cent ta

£13 4 milhan reflecting

* Revenue growth of 28 per cent to E73 4 milhon This increase
included organic growth of 15 per cent

+ A shght reduction in the adjusted operating profit margin which
decreased from 18 8 per cent to 18 3 per cent notwithstanding
significant continued investment for growth made over the course
af the year

Ad|usted basic earnings per share improved by 34 per cent to 10 6 pence
{2015 79 pence) Basic earnings per share increased by 8BS per cent to

74 pence {2015 4 O pence} Croup cash conversion was strong with net
cash generated from operating activities of £13 1 midhion (2015 £11 3 million)
compared tc operating profit before deprecsation, amortisation, share of
assoclate investment result, share-based payments and exceptional items
{Adjusted EBITDA) of £14 8 million (2015 £11 8 million)

The Group's balance sheet and financing abily remain strong

Adjusted EBITDA

Adjusted EBITDA was £14 8 million {2015 £11 8 million) consisting
of adjusted operating profit of £13 4 miulhon (2015 €10 8 million)
and depreciation/amortisation of £1 4 million {2015 £1 0 mullion}

Exceptional Items
Exceptional costs of £0 1 millien (2015 £1 6 million) were incurred by the
Group in the year and have been detailed in note 7 to the accounts

Net Finance Costs/Income
The Group has incurred net finance casts far the year of £270,000
(2015 £266 000}

Acquired Intangibles Amertisation

The charge far the year of €2 5 millign (2015 €2 Q mullion) represents

the non-cash cost of amartising separately identifiable intangible assets
including technology-based assets and customer relationships that were
acquired through business combinations The increased charge in the year
1s due to the fact that 2016 has a full year charge for acquisitions which
took place part way through the prior year along with the impact of the
acquisition during the current year

Taxation

The Group tax charge of €0 2 million (2015 £11 milhon) reflects permanent
differences arising in the year, partially offset by the recognition of
previously unrecagnised deferred tax assets relating to share options
Thera was £309,000 of current tax payable on the Group s profits in the
year {2015 £532 Q0Q)

Dividend

The Board of Directors will propose a final ordinary dividend of 2 08 pence
per share (2015 185 pence per share) amounting to £2 6 million (2015

£2 2 million} The final ordinary divicend with respect to the year ended

31 March 2016 (f approved witl be paid on 26 August 2016 to ordinary
shareholders whose names were on the register on 22 July 2016 The
Group continues to operate a Dividend Reinvestment Plan allowing
ehgible shareholders to reinvest their dividends into GBG shares

Earnings Per Share

The earnings per share analysis in this report and in note 13 cover four
measures adjusted basic earnings per share {(adjusted operating profit less
net finance costs and tax) adjusted dituted earmings per share (adjusted
operating profit less net finance tosts and tax adjusting for the dilutive
effect of share options) basic earmings per share (after all adjustments),
and diluted earmings per share {adjusting for the drlutive effect of share
options) Adjusted earnings {adjusted operating profit less net finance
casts and tax) was £13 0 milion (2015 £9 4 million) resulting 1n a 34 per cent
increase in adjusted earnings per share from 79 pence to 10 6 pence

The weighted average number of shares at 31 March 2016 increased to

122 7 milhion {2015 119 1 million)
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Finance Review continued

Cash Flows

Group operating actwities before tax payments generated £13 4 million

of cash and cash equivalents (2015 £11 7 million) representing an increase
of 15 per cent and an adjusted EBITDA to cash conversion ratio of 91 per cent
{2015 99 per cent} Operating cash flows continue to be healthy and the
Group centinually monitors ts measures of cash generation and collection
Net cash generated by operating activities before working capital
movements increased by 39 per cent to £14 3 million {2015 £10 3 million)
Group investing activities resulted in net outflows of £14 O million

{2015 £20 7 million) tncluding £12 3 mitlion {2015 £38 7 million) (n respect
of acquisiions/nvestments £11 milon (2015 £2 0 million) on plant and
equipment and software purchases and £C 6 million on product
development {2015 £0 1 milhon} Financing activities used £2 5 million
{2015 £13 4 milhien generated) of net cash in the year and included

£2 3 milion of dividends paid (2015 €2 Q0 milhon) The Group's overall cash
and cash equivalents decreased by £3 4 milhion (2015 £3 9 milhonincrease}
In the year Further detaited analysis of this movermnent s included in the
Consolhdated Cash Flow Statement

Acquisitions

During the year the Group acquired additional shares in Logate Inc

an unlisted company based in the USA taking its shareholding to

100 per cent The total cash consederation paid, net of cash acquired was
£8 0 mullion and all contingent consideration adjustments were settled prior
to the end of the year Further information on these acquisitions and the
contingant cansideration can be found in notes 31 and 32 to the accounts

Deferred Income

Deferred income balances at the end of the year increased by 39 per cent
to £13 8 mullien (2015 £9 9 millien) This balance principally consists of
contracted hcence revenues and profits that are payable up front but
recogrused over ime as the Group s revenue recognition criteria are met
The increase has been driven by continued strong contracted sales growth
which will deliver their revenues and prafts in future years

The deferred income balance does not represent the total contract value of
any future unbilled annual ar multi-year, nan-cancellable agreements as the
Group more typically invaices customers in annual or quarterly instalments
Deferred income 1s influenced by several factors incleding seasonalty the

compounding effects of renewals invoice duration, invoice timing and new

business linearity within a reparting period

Net Assets

Group net assets at the end of 2016 were £56 4 million an increasea of
£10 3 mihan on the 2015 level of £46 1 millon This growth is driven by
the increase In equity capital of £0 8 milhion combined with the total
comprehensive income for the year of £10 2 million, less dividends paid of
£2 3 mill:on and after adjusting for share-based payments and deferred
tax on share-based payments of £12 million and £0 3 million respectively

Relationships

Other than our shareholders the Group s performance and value are
influenced by other stakeholders, principally our clients supphers,
employees and our strateqic partners Relationships are managed both on
an indwvidual basis and wia representative groups The Group participates in
Industry groups which give genuine access to chents suppliers and decision
makers in government and other regulatory bodies
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Treasury Policy and Financial Risk

The Group s treasury operation s managed within formally defined
policies and reviewed by the Board The Group finances (ts activities
principally with cash short term deposits and borrowings but has
the abeity to draw down up to £50 millign of further funding from

a revolving credit facility that 15in ptace Other financial assets and
lhabilities, such as trade receivables and trade payables anse directly
from the Group s operating activities Surplus funds of the Group are
invested through the use of short-term deposits with the objective of
reasonable interest rate returns while still providing the flexibibty to
fund ongoing operations when requirad It 1s net the Group s policy to
engage 1n speculative activity or to use complex financial instruments

The Group 15 exposed to a variety of financial nisks including market risk
{including foreign currency risk and cash flow interest rate risk) credit risk
and kquidity risk which are descnibed in note 25 to the accounts

Use of non-GAAP Measures in the Group Financial Statements

The Group has identified certain measures that it believes will assist in
understanding the performance of the business The measures are not
defined uncer IFRS and therefore may not be directly comparable with other
companies adjusted measures The non-GAAP measures are not intended
to be a substitute for or superior to any IFRS measures of performance
however management considers them to be important comparatives and
key measures used within the business for assessing performance

The following are the key non-GAAP measures identified by the Group and
used Iin the Strategic Report and Financal Statements

Organic Growth
Organic growth is defined by the Group as year-on-year continuing revenue
growth excfuding acquisitions, until the date of their anmversary

Adjusted Operating Profit

Adjusted operating profit means profits befora amortisation of acguired
intangibles, share based payment charges exceptional items share of
results from associates net finance costs and tax

Adjusted Earnings
Adjusted earrings represents adjusted operating proft less net finance costs
and tax

Adjusted Earnings Per Share (‘Adjusted EPS’)

Adjusted EPS represents adjusted earnings divided by a weighted average
number of shares in 1ssee and 15 disclosed to indicate the underlying
profitatility of the Group

Approved by the Board on 8 June 2016

D J Wilson
Group Finance and Operations Director
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The Board has overall responsibility for corporate social
respansibility within the Company Developments and initiatives
are led by the Chief Executive with the support of senior

management

Our Objectives

Commitment to corporate social responsibility
15 increasingly important to attract and retain
employees customers suppliers and investors
It helps to strengthen relationships through
engagement and has the ability to reflect a
company s character and culture in a way

that financial results cannot We have made
some real progress to our carparate social
responsibilities within the last few years and
we continue to look for ways to put this into
practice globally

Employee Engagement
It1s our vision to have the best and most engaged peaple

At GBG we understand the ink between high empioyee engagement

and resutts We aim to provide our employees with an engaging and
stimulating environment where they are encouraged to tearn and develop
We communicate with cur employees on a regular basis, keeping them
informed of business performance We use multiple channels and a variety
of media to commumcate with employees across the globe this 1s achieved
thraugh regular video updates from the CEQ biannual workshop-style
events at all of our locations and the sharing of good news stories and
business wins on a weekly basis

Every month at least one senior member of the GBG team will visit our
international sites and same members of the Executive Team are spending
at least one week overseas each month

The Group undertakes biannual engagement surveys (Q12} and takes
account of any comments and feedback provided by employees in the
formulation of its pohcies

Employee engagement score

83%

Attritian rate

14%

GEG
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Corporate Social Responsibility continued

Business Ethics and Integrity

We promote a culture of honesty, integrity and respect and our employees
are expected to operate in an ethical manner in both their internal and
external dealings We do not tolerate behaviour which goes against this or
which could result in reputational damage to the business

Canduct

We are committed to achieving and maintaining high standards with

regard to behavigur at work and 1n all our working practices Employees are
expected to conduct themselves with integrity impartiality and honesty
We seek to develop a culture where inappropriate behaviour at all levels

1s challenged To achieve this the Company encourages the reporting of
genutne concerns about malpractice llegal acts or faillures to comply with
recognised standards of work without fear of reprisal or victimisation

Anti-bribery and corruption

It 15 aur policy to conduct all of our business in an honest and ethical
manner We take a zero-tolerance approach to bribery and corruption,
and are committed to acting professionally, fairly and with integrity in
all our business dealings and relationships wherever we operate, and
Implementing and enfarcing effective systems to counter bribery

Whistleblowing

We operate a policy which encourages staff to raise concerns confidentially
and arovide clear reporting lines for instances of fraud, bribery bullying,
unfair or unethical treatment and unsafe working practices

Working Environment

We continue to invest in improving the working environment for our
employees, creating Innovatwe spaces which inspire staff to both
collaborate with colleagues more readily and increase personal efficiency
We listen to our employees and the Group has a flexible warking policy
which allows staff 10 make reguests for flexible working to accommodate
farmilies and other needs or commitments outside of work we also
encourage staff to work from home where possible

Equal Opportunities

The employment policies and procedures of the Greup for recruitment
training and career development promote equahty of opportunity
regardless of gender sexual orientation, age, manital status disabiity
race, rekgon or other beliefs and ethnic or national ortgin The aim is

to encourage a culture in which all employees have the opportunity to
develop as fully as possible in accordance with their individual abilities and
the needs of the Group

The Group ensures that every consideration is given to applications for
employment from people with disabilities Should an employee become
disabled every effort would be made to offer suitable alternative
employment within the Group and assistance with retraining

Community and Charity

We continue to support charitable and community based causes In 2015,
our charity of choice was Alder Hey Children s Chanty and our biggest
fundraising event was the GBG Challenge event that took place in June 2015
During the year we raised £32 000 for Atder Hey Children s Charity
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2015 GBG Challenge

Our vision for the GBG Challenge 15 to raise money for our chosen charity
by maxirmsing the effectiveness of our greatest asset our people! We

do this each year by inwiting all staff to take part in an enduring physical
challenge The event encourages all GBG team members to work together
@s a team towards a common goal whether 1t s getting involved physically
or through a very valuable supporting role The GBG Challenge I1s a popular
engafiement event with staff as it provides a great opportunity to get
outdoors and socialise outside of the office enwvironment while also raising
money for charity

Ir June 2015, B0 members of the GBG team took part in the 'GBG Tr'
which tnvolved chimbing Mount Snowdon completing a kayaking challenge
around Lake Padarn and a 30 mile cycle (off-road) that circumnavigated
Snowdon It was a truly fantastic effort by everyone involved and we raised
over £32 000 for Alder Hey Children s Charity

As well as the big events like the GBG Challenge staff are encouraged to
take ime to participate tn smaller charity events withun each ofhca which
over the years, has included collecting items far lacal homeless shelters
supporting BBC Children in Need and taking part in 'Punk Day for Breast
Cancer Awareness

Calendar year 2015 2014 2013

Number of charity events tn
the year 8 B 6

£32,000 £14 000 £10 000

Amount raised

SAYE Share Option Scheme

All employees are given the opportunity to share in the Company s
performance thraugh its Save-As You-Earn ('SAYE') Share Option
Scheme The scheme offers staff the option to apply to save up to
£250 {or foreign currency equivalent) per month for a period of three
or five years and to purchase shares at a discounied rate (except in
territories where offering shares at discount 1s prohibited) at the

end of the scheme We had a fantastic response to the scheme in
2015 with the following levels of partcoipation achieved

Percentage of

Number eligible staff

eirgible Numberof who elected to

Scheme Country for scheme partiapants participate
2015 UK 414 245 59%
Austraha 35 24 69%

Indonesia 3 1 33%

Korea 2 2 100%

Malaysia 1 1 100%

USA 27 4 15%




Average global take-up of 2015 SAYE Scheme

57%

Woe plan to continue offering SAYE to our employees 1n future years

000000

Environmental

The Company has an environmentat policy which states that it wili

comply with all relevant environmental legislation establish and review
enviranmental objectives (based on this policy) reduce i1ts waste production
wherever feasible, reduce consurnption of energy within 1ts office
environment and minimise the use of natural resources where possible

In order to meet these abjectives we make sure that we actively promote
the recycling of ink cartridges, cardboard paper and plastic by providing
recycling points in each of our office locations We also monitor our
electricity gas and water consumption
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Health and Safety

We aim to provide and maintain safe and healthy working cenditions
for all our employees, and to provide such infarmation, training

and supervision as they need for this purpose We also accept our
responsibiity for the health and safety of other people who may be
affected by our actvities

Our Health and Safety Committee meels twice a year to discuss any
Iinctdents of note sharing best practice imitiatives and making plans for
impraovements All accidents and near musses, whether they result in
absence from work or not are reported with remedial action identifed
and implemented to prevent reoccurrences There have been no repartable
accidents within the fast year, only minor incidents

We are pleased to have recently engaged Ellis Whittam, a health and safety
consultant, to prowvide annual audits at all of gur UK offices and guide us on
all health and safety matters
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Caorporate Governance

Directors and Officers

The GBG Board comprises diverse international
experience from across the technology, financial
services, insurance, media, telecoms, marketing

and legal sectors

1

Dawid Anthony Rasche

Chalrman (Aged 66)

Appointed to the Board in September 2010 He
was the founder of SSP Holdings Limited, one of
the largest specialist insurance software houses
in the world David has over 40 years [T industry
experience with over 35 years at Board level in the
software and services sectors David has charad
and advised businesses in both the public and
private sectors

IA

Richard Martin Linford

Non-Executive Director (Aged 64}

Appointed te the Board in November 2006
Previously Richard was Chief Financial Officer

at News International a post which he helg for

TN years Prigr o this he was Director of Finance
at BSkyB Richard is a Fellow of the Chartered
Institute of Management Accountants and holds a
Masters Degree in Business Administratign from
Boston University
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2

Richard Anthony Law

Chief Executive (Aged 56)

Appointed to the Board in June 1995 as Finance
Director and was appointed as Chief Executive
in December 2001 Before joining GBG Richard
was a Corporate Financier with Ernst & Young
Richard 1s also a Non-Executive Director of Zuto
Limited In 2015 he was named the Institute of
Directors CEQ of the Year North West

5

Charmaine Eggberry

Non-Executive Director (Aged 45)

Appointed to the Board in January 2014 Charmaine
15 also a Non-Executive Director of Avanti plc and
software rabot specialists, Blue Prism Plc as well
as Chairperson of Buzzmove She previously held
international senior executive roles with Research
in Motion (Managing Director and Chief Marketing
Officer from 2002 to 2008} and Noka (Global
Senior Vice President fram 2010 to 2012) She

led Wayra UK one of the warld s largest digital
business accelerators and was a Non-Executive
Director of Wayra UnLtd a joint venture between
the UK Government and Telefonica Charmaine

1s also a Board member and trustee of The
Marketing Academy

3

Dawvid John Wilson

Group Finance & Operations Director (Aged 54)
Appointed to the Board in October 2009 having
joined GBG as Finance Director Dave has a strong
background in maraging business growth He has
worked in technology media and telecoms for
over 30 years, prewiously holding international
and operational Board-level positians with
companies including Eazyfone (brand Envirofone
com), Codemasters Fuptsu and Technology Plc
Dave was named Finance Director of the Year

at the 2013 Grant Thornton Quoted Company
Awards and Finance Director of the Year at the
2015 FD Awards

6

John-Henr Constantin

Cormnparty Secretary (Aged 50)

John joined GBG 1n 1994 as Assistant Company
Secretary becomng Deputy Company Secretary
and in 2002 was appointed Group Company
Secretary & Genera! Counsel With over 20
years experience of working within a listed
company environment he leads the Group s
legal admimstration, corporate gavernance and
comphance operations John has been a Fellow
of the Institute of Chartered Secretaries and
Administrators (FCIS) since 2007
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Introduction from the Chairman

On behalf of the Board | am pleased to present the Corporate
Governance Report which sets out our corporate governance
framework the work of the Board and its Committees As a Board
we believe that good corporate governance is essential for building a
successful and sustainable business

Governance Statement

GBG s shares are listed on the Alternative Investment Market {‘aIM°)
of the London Stock Exchange GBG s subject ta the AIM Admission
Rules of the London Stock Exchange and consequently 1s not required
ta comply with the corporate governance provisions contained within
the UK Corporate Governance Code ( the Code ) However, the Board
does fully support the Code and 1ts principles of good corporate
governance and we do apply the Code as far as s practicable and
appropriate for a public company of our size The following pages
outhine the structures processes and procedures by which the Board
ensures that these standards of corporate governance are maintained
throughout the Group

The role of the Board 1s to establish the vision and corporate strategy
for the Group in order to promote and deliver long-term sustainable

shareholder value The Board has a formal schedule of matters reserved

forits decisian and meets regularly to review trading performance
ensure adequate funding, set and monitor strategy examine major
business opportunittes and report to shareholders The Board reviewed
the list of matters reserved for its approval in February 2016 The full
schedule of matters reserved for the Board can be viewed on GBG s
website www gbgplc com

GBG
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The Workings of the Board and its Committees

Board Composition and Roles

The Board comprises the Non-Executive Chairman the Chief Executive
Officer, Group Finance Director and two Nen-Executive Directors and s
responsible to shareholders for the proper management of the Group
The biographies of all Directors appear on page 30, details of Commuttee
memberships are provided in the table on page 33

Appointments

Vacancies on the Board are filled following rigorous evaluation of suitable
candidates possessing an appropriate balance of skills knowledge and
experience The use of recruitment consultants 1s considered on a case-by
case basts

New Directors receive formal guidance about the workings of the Board and
1ts Committees In addition, shortly after their appointment, they meet with
the senior management of the Group and receive detailed information and
presentations on Group strategy, products and services

All Directars are subject to re-electian by shareholders at least every three
years as required by the Code except those who have served for over nine
years, who should be subject to annual re election Thisyear R M Linford
will have served on the Board for nine years and therefore will be subject to
annual re election from this year s AGM until hus retirement or removal from
the Board

The service agreements of all of the Directors are available for inspection
at the Company s registered office in Chester The Board 15 satisfed that
11 currently has an appropriate balance of experience skills and expertise
appropriate to the business

Director Independence and Training

The Chairman and his fellow Non Executive Directors bring a range of
experience and judgement to bear on i1ssues of strategy performance
resources and standards of conduct, which are vital to the success of the
Group Under the Code's provistons on Director independence Non-
Executive Directors are not considered independent if they do not comply
wath certain criteria which includes if the Chairman of a company ¢chairs
certain committees of a company or If an incumbent Director has served for
more than nine years When these criteria are applied to GBG D A Rasche
Chairman of the Company may not be deemed independent as defined by
the Code, as he chairs the Remuneration Committee of the Boarg and

R M Linford has served the Company as a Non-Executive Director for

OVer nine years

It1s, however, the consideration of the Board that D A Rasche, R M Linford
and the Non-Executive Directors are independent of management and are
able to exercise their independent judgement free from interference by any
business or other relationship

Te enable the Board to discharge its duties all Directors have full and timely
access to all relevant information They also have access to management
and to the advice of the Company Secretary Furthermore, all Directors are
entitled to seek independent professional advice concerning the affairs of
the Group at its expense although no such advice was sought during the
year The Board members have many years of refevant experience and each
15 responsible for ensuring thewr continuing professional development to
maintain their effective skills and knowledge




To enable the Board to discharge its responsibilities effectively all Directors
are able to allocate sufficrent time to the Group The Committees of

the Board have Terms of Reference for the conduct of their respective
responsibilittes A summary of the Terms of Reference is detalled further in
this report in addition to being noted on GBG s website Copies of the Terms
of Reference are alse available upon request

The Board cansiders that there 1s @ strong independent non executive
element on the Board and, although not required to nominate a single semor
independent member as stipulated in the Code, 1t has appointed R M Linford
to this position

10
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Years Tenure

RALaw

0 0 A Rasche D Jwilson RMunford  CEggberry
Freguency of Meatings

The Board normally meets at least seven times a year for scheduled Board
meetings The Board aisc meets as required on an ad hoc basis to deal with
urgent busmess The Non-Executive Directors have met during the year
without the Executive Directors and Charman being present In the year to
31 March 2016 the Board met eught times, the Audit Committee met twice
the Remuneration Committee met twice and the Nominatron Commuttee met

once The attendance at the Board and Committee meetings was as follows

Number of Meetings and Percentage Attendance

Percentage mesting attendance

Name Board Audit Momination  Remuneration
D A Rasche 100% 100% 100% 100%
RALaw® 100% - 100% -
D J wilson® 100% - 100% -
R M Linford 100% 100% 100% 100%
€ Eggbarry 875% 100% 100% 100%

Being Executive Directors R Ataw and D Wilson are not members af the Audit and
Remuneration Cemmiitees of the Board

Board Evaluation and Effectiveness

In recognition of the continued growth and success of the business we
appointed Springboard Associates Limited ('Springboard ) in November
2015 to evaluate and assess the work of both cur Board and Committees
to ensure that the Board was fully equipped to support our growing needs
The evaluation was carried through detalled questionnaires, interviews
and obserwving the Board in action The areas identified for improvement
have resulted in an action plan for the Board and the development of

our governance framework The Board has already made significant
Impraovements to process and procedures since Springboard produced their
report and 15 fully committed to having a governance framework in place
that promotes accountability fairness and transparency

Identified in the Board evaluation key topics that have heiped to form the
2016 Board objectives include ncreased focus on succession planming for
the Board and Executive team a more formahised process for the successful
induction of all new Board members revised Terms of Reference for the
Leadership Team to improve the process for aperational decision-making
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and to free up the Board's time for mare high level strategy activities, and
an update of tha Terms of Reference for the Board Committees in line with
recent changes to Industry best practice

Performance evaluations of each of the Directors are carned out through a
series of peer group meetings whereby performance of the Non-Executive
Dwrectors 1s monitored evaluated and appraised by the Executive Directors
and the performance of the Executive Directors 1s monitored, evaluated
and appraised by the Non-Executive Directors The appraisal process
allows the Board to assess whether a Director continues to cantribute
effectively and whether they demonstrate commitment to therole if
1ssues over performance arise, these will be taken up with the indwidual
Director concerned by either the Chairman or Chief Executive Officer

at the appropriate ime, and the Chairman will assess any training and
development needs

Committees of the Board

The following Committees deal with specific aspects of the Groups affairs
The Group has produced wnitten Terms of Reference for each Committee
basec on corporate governance pronguncements, detals of which are
avallable on the Group's website

Membership of and position on Cammittess

Name and position Audit Nommaton  Remuneration
D A Rasche (Company Chairman) Member Chairman  Chairman
R A Law (CEQ) - Member -
D 1} Wilsan {GFOD) - Member -
R M Linford (NED) Chairman Member Member
C Eggberry (NED) Member Member Member

Audit Committee

Composttion

The Audit Commuttee comprises Non-Executive Directors and 1s chaired
by R M Linford and meets at least twice a year The Committee provides
a forum for reporting by the Group's external auditor Meetings are also
attended by nvitation by the Executive Directors

The Board 1s confident that there is sufficient recent and relevant financial
experience ¢n the Commuttee and that the collective experience of the Audit
Committee members enables them to act as an effective Committee The
Audit Committee has access to the financial expertise of the Group and

1ts auditor and can seek professional advice at the Company's expense If
required

Role and Responsibilities

The primary role of the Audit Committee 1s to

= maintain the integrity of the finangial statements and other formal
announcements relating to the Group s financral performance, reviewing
significant financial reporting judgements contained in them,

* review the controls that are in force to maintain the inteqgrity of the
financiat information reported to shareho!ders

* review the effectiveness of the Group’s systems of internal controt and
nsk management systems n place including but not mited tg, the
financial reporting grocess

* develop and implement policy on the engagement of the Group s external
auditor to supply non audit services,

* maintain an appropriate relationship with the Group s external auditor

*  review the effectiveness, scope and objectivity of the audit process

« report to the Board on any matters for which it considers that action or
tmproverment 1s needed and make recommendations as to the steps to be
taken and

= report to the Board on how it has discharged its responsibilities
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Corporate Governance continued

Fair, Balanced and Understandable Accounts

In fulfiling its responsibility of monitoring the integrity of financial
reports to shareholders the Audit Committee reviaws the accounting
principles, policies and practices adopted In the preparation of public
financial information and examines documentation relating to the Annual
Report Intarim Report, preliminary annguncements and other related
reports The Audit Committee has given due consideration to whether
the Annual Repart and Accounts taken as a whole, 1s fair, balanced and
understandable and provides the information necessary for sharehalders
to assess the Company's position and performance business modet and
strategy and can confirm that this is the case

External Audit

The Audit Committee approves the external auditor s terms of
engagement, scope of work the process for the interim review and

the annual audit The Audit Committee then meets with the auditor ta
review the written reports submittec and the findings of their work

The Audit Committee should have prnimary responsibility for making a
recommendation on the appointment reappointment and removal of the
external auditor

Internal Audit

The Audit Cemmittee annually reviews the requirement to have an internal
audit function and makes a recommendatwon to the Board Following a
review by the Audit Committee it 1s considered that due to the size of the
business together with the robust controls in ptace GBG does not require
an internal audit function The Audit Committee biannually reviews this
requirement

Whistleblowing

The Audit Cammittee reviews arrangements by which staff of the Group
may 1n confidence raise concerns about possible improgrieties in matters
of financial reporting or other matters The Commuittee s ¢bhje¢tives are

to ensure that arrangements are in place for the proportionate and
independent investigation of such matters and for appropriate follow-up
action

Report on the Work of the Audit Committee

The Audit Committee also reviews the independence and objectivity of
the external auditor prior to proposal of a resolution to shareholders at
the AGM concerming the appointment and remuneration of the auditor
This process includes the review of audit fee proposals, investigation

and approval for non-audit services fees and audit partrer retation
(based on best practice and professional standards within the UK) The
Group s auditar, Ernst & Young LLP, similarly cansider whether there are
any relatenships between themselves and the Group that could have a
teartng upan their independence and have confirmed their independence
to the Audit Committee of GB Group plc The Audit Committee reached its
recommendation to reappoint Ernst & Young LLP as auditor following an
assessment of the quality of service provided the expertise and resources
made available to the Group and the effectiveness of the audit process

The Audit Committee, an behalf of the Board, undertakes an assessment

of the auditor s independence each year which includes areview of
nan-audit related services provided by Ernst & Young LLP and related fees

a discussion with the auditor of all relationships with the Group and

any other parties which could affect independence or the perception of
independence, and a discussign with the auditor of their own procedures
for ensuring independence of the audit irm and Partners and staff invclved
in the audit, including the periodic retation of the Audit Partner Each year
the Audit Committee obtains written cenfirmation from the auditor that
they are independent
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During the year the auditor undertook certain specific pieces of non-audit
work (including work in relation to tax matters and our banking covenants)
Ernst & Young LLP were selected to undertake these tasks due to their
alignment with work carried out under the audit In crder to maintain Ernst
& Young LLP s independence and cbjectivity they undertook their standard
independence procedures in relation to those engagements Further details
of the non-audit fees are included in note 6 to the accounts on page 61

The Audit Committee will continue to assess the effectiveness and
independence of the external auditor In doing so the Audit Cammittee will
consider a formal tender process when it is viewed as appropriate to do so

Internal Controls and Risk Management

The Group s corporate objective I1s to maximise lang-term shareholder
value In doing so, the Directars recognise that creating value 1s the reward
for taking and accepting risk The Board s policy on risk management
encompasses all significant business nsks to the Group, including financial
operational and compliance risks which could undermine the achievement
of business objectives Regular monitoring of risk and centrol processes
across headline risk areas and other business-specific risk areas prowvides
the basis for regular and exception reporting to management and the
Board

The risk assessment and reporting criteria are designed to provide the Board
with a consistent Group wide perspective of the key risks The reperts

ta the Board which are submitted atleast every six manths, nciude an
assessment of the likefihood and impact of risks materialising as well as rnisk
mitigation (nitiatives and their effectiveness

The Board has overall responsibility for the Group s approach to assessing
risk and systems of internal control and for monitoring their effectiveness
Because of the limitations that are inherent in any system of internal control
such a system is designed to manage rather than eliminate the risks of
failure to achieve business objectives and provides only reasonable and not
absolute assurance against material misstatement or [oss

The Board considers risk assessment and control to be fundamental to
achieving its corporate objectives within an acceptable nisk/reward profile
and confirms that there is an ongoing process for identifying, evaluating
and managing the significant rnisks faced by the Group and the effectiveness
of related controls The process is reviewed every six months by the Audtt
Committee which reportsits findings to the Board and accords with the
Financial Reporting Council’s Revised Guidance for Directors ('the Revised
Guidance ) on internal control The key elements of this process which have
been in place throughout the year under review and up to the date of this
report are
= the Group's internal controls team which meets to assess risks review
and monitor controls and sdentify new risks
= the Group’s Internal Controls Cacrdinator {the Company Secretary of
the Group) whose function 1s to chair the Group s internal control team
meetings and to collate and present the results of the Group risk reviews
to the Audit Committee He also monitors and assesses the Group's
risk management functians on a regular basis The Internal Controls
Coardinator reports directly to the Chief Executive Officer on matters of
internal control and risk assessment and
« the Audit Committee monitors, through reports te it by the Group
Internal Controls Coordinator the controls which are in force and any
perceived gaps In the contral enviranment The Audit Committee also
considers and determines relevant action in respect of any controt issues
raised by the Group Internal Controis Coordinator or the external auditor




The Board is sat/sfied that there 1s an ongoing process which has been
operational during the year and up to the date of approval of the Annual
Report fordentifying evaluating and managing the significant risks faced
by the Group in accordance with the Turnbull guidelines Rewised Guidance
and any subsequent updates issued by the Financial Reporting Council

Remuneration Commuittee
The Remuneration Commuttee (s chaired by D A Rasche and ¢ompnises Non-
Executive Directars and meets at least twice a year

Role and Responsibiisties

The Remuneration Committee s role 1s to recommend to the Board the
remuneration strategy and framework for the Executive Directors and
sentor managers including the performance related banus scheme

The Repart on Directors Remuneration, which includes details of

the Croup s remuneration policies Directors remuneration pensian
entittements and benefits together with information on service contracts Is
set out on pages 39 to 43

Nomination Committee
The Nomination Commuittee 1s chawred by D A Rasche and camprises the
whole Board and meets as and when 1t I1s necessary to do so

Role and Responsibilities

The Committee srole s to

= ensure that appropriate procedures are 1n place for the nomination and
selection of candidates for appointment to the Board having regard to
the balance and structure of the Board and

- make recommendations to the Board regarding the re election of
Directors, succession planning and Board composition, having due
regard for the benefits of diversity on the Board including gender

When required the Nomination Committee is able to make use of third-
party adwvisors to assist in identifying a range of suitable candidates for
review by the Nomination Committee

Diversity

Diversity ts an impartant consideration whenever a new appomntment is
undertaken to ensure that the Board comprises individuals with a broad
range of skills, backgrounds and experience reflecting both the type of
industry and the geographical location in which we operate

The Board believes in the importance of diversity and the benefits that it
can bring to the operation of an effective business and 1s committed to
increasing the participation of women across all levels of the organisation
and particularly within semor management We are committed to equal
opportumties in all areas of our business with peaple gaining promotion on
merit We recruit tratn promote and retain skilled and motivated people
irrespective of gender, age, marital status disability sexual orientation,
race, rehigion, ethnic or national angin [n ine with this commitment we also
promote a culture of openness and responsibility within our business
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Key Elements of the Control Framework

Financial reporting process ~ management and specialists withmn

the Ainance department are responsible for ensuring the appraopnate
maintenance of financial records and processes to ensure that all
information 1s relevant, reliable and in accordance with the applicable
laws and regulations and distributed both tnternally and externally in

a umely manner A review of the financial statements 18 completed by
managemant to ansure that the financial position and results of the
Croup are appropnately reflected All financial nformation published by
the Group Is subject to the approval of the Aucit Committee

Strategic and financial planning — an annual budgeting and strategic
planning pracess has been established whereby the Group assesses its
competitive position and goa's, taking account of the strategic risks faced
This strategy 15 translated into a financial plan with clear mitestones and
perfarmance indicators

Performance management - the performance of the Group against the
plan 1s closely monitored by a formal monthly reporting process and by the
attendance of the relevant Executive Directors at monthly Executive Team
meetings and at bimonthly Board meetings when required

Capital investment — a clear processts in place for the approval of
capital expenditure which includes detailed appraisal of the banefits of
the propoesed investment and any associated key risks Material capital
expenditure requires Board approval

Health and safety — health and safety standards and benchmarks have
been established and the Group’s performance in meet(ng such standards
15 closely monitored

Risk management reporting process — the Group evaluates its internal
control environment and key risks, and the results are reviewed at
management level and passed to the Audit Committee before being
presented to the Board This process I1s reviewed on a quarterly basis

to ensure the validity and relevance of the key risks included n brannual
reports The review covers strategic, financial, comphance and risk
managerment controls These procedures are mandated and designed
to manage the risk in order to ensure that the Group achieves its
business abjectives

Internal audit — the Board has cansidered whether the Group's internal
controls processes would be significantly enhanced by an internal audit
function and has taken the view that given the small size of the Group,
the mnternal controls in place and significant executive involvement in
the Group s day-to-day business that thisis not required The Board will
continue to review this matter on an annuzl basis

Board-level reporting on internai control — during the year the Audit
Committee reviews regular reports from the external auditor and executive
management on matters relating to nternal control, financial reporting
and risk management The Audit Committee provides the Board with an
independent assessment of the Group s financial position, accounting
affairs and control systems
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Corporate Governance continued

Relations with Shareholders

Communecatians with sharehaolders are given a high pnority and the
Board aims to have a dialegue with shareholders based on the mutual
understanding of objectives 1t1s the Chairman who takes ultimate
rasponsibility for communications with shareho!ders and ensures that the
Board as a whole are made aware of shareholder concerns

The primary means of shareholder communication 1 through the Annual
Report and Accounts and Half Yearly Report specifically the Chairmans
Statement, Chief Executive s Review, and the Finance Review which seek to
give investors a detailed review of the business

The Board values the views of shareholders and recognises their interests
n the Group s strategy and perfermance Regular meetings are held

with insututional investars and analysts including presentations after

the Company’s annual results anncuncement and the interim results
announcement at the half year to ensure that the Investing community
receives a balanced and canssistent view of the Group's performance and to
discuss governance and strategy with targe investors Shareholder views
are communicated to the Board in advance of their release and feedback
and views from the Group s major shareholders are fermally communicated
to the Non-Executive Directors The Group also communicates with private
investars through the AGM and investorrelations@gbgplc com, the Board
considers its means of commurication to be the most practical and efficient

The Board takes steps to ensure that the members of the Board and n
particular the Non Executive Directors deveiop an understanding of the
wviews of major shareholders about the Group The Group has an active
investor relations pregramme ragularly meeting with shareholdess at our
Investor roadshows to discuss market opportunity, growth strategy and
potential risks the Group may face in the future Non-Executive Directors
are offered the opportunity to attend scheduled meetings with major
sharehalders and should expect to attend meetings If requested by major
shareholders

D A Rasche as Chairman of the Group s Remuneration and Nomination
Committees and R M Linford as Chatrman of the Audit Committee wilt
attend the AGM to answaer shareholder questions regarding the work of
the Commuttees Detalls of resolutions to be proposed at the forthcoming
AGM can be found in the Notice of the Meeting The Board would like to
encourage shareholders to participate 1n the AGM The Board typically
make themselves available before and after the AGM for discussion with
shareholders which 1s followed by a presentation regarding the Group s
praducts and services

D A Rasche
Chairman
8 June 2016

316 GBG

Annual Report and Accounts 2016




Directors’' Report

The Directors present their report and accounts for the year ended
31 March 2016

Dividends

The Directors recommend a final ordinary dividend of 2 08 pence per share
(2015 185 pence per share) amounting to £2 6 milhion {2015 £2 2 millkon}
This final dividend, i approved will be paid on 26 August 2016 to ordinary
shareholders whose names were on the Register of Members on 22 July
2016 In respect of this year's dividend the Group will once again offer

a Dividend Reinvestment Plan {DRIP’) allowing eligible shareholders to
reinvest their dividends into GBG shares

Research and Development

The Group has continued to attach a high priority to research and
development throughout the year aimed at the development of new products
and maintaining the technological excellence of existing products During the
year ended 31 March 2016 appraximately 30 per cent (2015 23 per cent) of
the Group's staff were employed in research and development activities

Substantial Shareholders

As at 31 March 2016 the Company was notified In accordance with the
Disclosure and Transparency Rules of the following interests in the Ordinary
Share capital of the Company which represented 3 per cent or more of the
Company s i1ssued share capital

Number Percentage
Octopus Investments 11,312,053 913%
Standard Life investments 10 685 216 863%
BlackRock Investment Mgt {UK) 10 639 593 859%
Hargreave Hale 8 286189 6 69%
Herald Investment Management 6,905,528 557%
Kestrei Partners LLP 5 467198 4 1%
River & Mercantile Asset Management 4 148,806 335%
Chartes Stanley & Co Limited 4140 483 334%

As at 1 June 2016, the Company has not received any notification 1n
accardance with the Disclesure and Transparency Rules of any changes to
interests in the Qrdinary Share capital of the Company representing 3 per cent
or mere of the Company s issued share capital since 31 March 2016

Directors and their interests
The names and brief biographical details of Directors at the date of this
report are set out on page 30

The Directors who served guring the year ended 31 March 2016 and details
of their interests in the share capstal of the Company and share options are
set gut in the Repert on Directors Remuneration on pages 39 to 43

Directors are reappointed by ordinary resolution at a General Meeting of the
sharehalders The Board can appoint a Director but anyone so appomnted
must be efected by an ordinary resolution at the next General Meeting
Directors whao have held office for mare than three years since their last
appointment are eligible for re election by rotation at the next ACM
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In accordance with the Articles of Assaciation D J Wilsen and

R M Linford will both retire by rotation and being eligibte have
indicated thetr willingness to be re-elected at the forthcoming AGM
The Directors have confirmed that having conducted the Board
perfermance evaluation process D JWilson and R M Linford continue
to contribute effectively and demonstrate commitment to their roles

Detalls of the notice period centained in the service agreements for
D JWilsen and R M Linford are detailed in the Report on Directors’
Remuneration on pages 39 to 43

Directors' Liabilities

The Campany has granted an indemnity to its Directors against habihty in
respect of proceedings brought by third parties subject to the conditions
set out In the Companies Act 2006 Such qualifying third-party indemnity
provisions remain in force at the date of approving the Directors Report

Change of Control

Within the Group s revolving credit facility, the lender has the nght to
demand immediate payment of any outstanding balances upon a change of
controt of the Group following a takeover bid

The Group does have an agreement with a data supplier which, if the Group
were acquired by a competitor of that data suppher, would allow it to
terminate Its agreement with the Group The data supplier would however
continue to be bound to service arrangements with the Group s clients
existing on the date of termination

Upon a change of control share aptions may be exercised within six months
of the time when the change of cantrol takes effect and any subsequent
conditions at the offer pracess have been satisfied

There are no agreements between the Group and its Directors or employees
providing for compensation for loss of office or employment {whether
through resignation, purported redundancy or atherwise) that occurs
because of a takeover bid

Additional Information for Sharehaolders
The fallowing provides the additional information required for shareholders
as a result of the implementation of the Takeovers Directive into UK law

Share Capital Structure
At 31 March 2016 the Group s 1ssued share capital comprised

% of

Total Share

Number £000 Capdal

Ordinary shares of 2 5 pence each 123,886 390 3097 100%

Restrictions on Transfers
The Group 1s not aware of any agreements between shareholders that may
result in restrictions on the transfer of securities and for veting rights

GBG 37
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Carporate Governance

Directors’' Report continued

Ordinary Shares

On a show of hands at a General Meeting of the Group every holder of
ordinary shares present in person and entitled to vote shall have one vote
and, on a poll every member present in person or by proxy and entitled to
vote shall have one vote for every ordinary share held The notice of the
General Meeting specifies deadlines for exercising voting rights either by
proxy ngtice or present In persen or by proxy In relation to reselutions to he
passed at the General Meeting All proxy votes are counted and the numbers
for against or withheld in relation to each resolution are announced at the
AGM and the results are released as an announcement after the meeting

There are no restrictions on the transfer of erdinary shares in the Company

other than

+ certain restrictions may from bime to bime be imposed by laws and
regulations {for example nsider trading laws and market requirements
relating to close periods) and

* pursuant to the internal policies of the Company whereby certain
employees of the Company require the approval of the Company to deal
in the Company's securities

Articles of Asscciaticn
The Group's Articles of Association may only be amended by a special
resolution at 8 General Meeting of the sharehaolders

AGM 2016

Details of business to be conducted at this year s AGM to be held on
26 July 2016, are contained in the Notice of the AGM which will be
communicated to sharehelders separately

Financial tnstruments
The Group s financial risk management objectives and policies are discussed
an pages 24 to 26 and within note 25 to the accounts

Auditer
A resolution proposing the re-appointment of Ernst & Young LLP as auditor
to the Company will be put to the shareholders at the AGM

Directors' Statement as to Disclosure of Information to Auditors

The Directors who were members of the Board at the time of approving

the Directors Report are listed on page 30 Having made enquiries of

fellow Directors and of the Company's auditer each of these Directors

confirms that

* tothe best of each Director s knowledge and belief theraisno
information relevant to the preparation of their report of which the
Company s auditor 1s unaware and

+ each Director has taken all the steps a Director mught reasonably be
expected to have taken to be aware of relevant audit information and to
estabhish that the Company s auditor 1s aware of that information
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Going Concern

The Group s business activities together with the factors likely to affect
its future development, parformance and position are set out in the Chief
Executive s Review on pages 16 to 17 The financial position of the Group
1ts cash flows and kquidity position are described in the Finance Review on
pages 24 to 26 In addition note 25 to the accounts includes the Group s
objectives policies and processes for managing 1ts capital its financial
risk management objectives, details of its financial instruments and (ts
exposures to credit risk and hguidity risk

After review of the budget, financial farecasts and other relevant
information the Directors have a reasonable expectation that the Group has
adequate resources to continue In operational existence for the foreseeable
future Forthis reason they continue to adopt the gaing concern basis in
preparing the accounts

By order of the Board

AN/

J H Constantin FCIS
Company Secretary
8 June 2016




Report on Directors’' Remuneration

infarmation not subject to audit

Introduction
The members of the Company's Remuneration Commuttee are D A Rasche
{Chairman) C Eggberry and R M Linford

The Remuneration Cormmittee is responsible for considering and making

recommendations to the Board on

= the Company s general policy on executive and senjor management
remuneration
the speaific remuneration packages for Executive Directors of the
Company, including basic salary performance-based incentives
pensions and other benefts, and

* the design and aoperation of the Company’s share schemes

The remuneration of each Director 1s determined on behalf of the Board by
the Remuneration Committee using the principles of the relevant provisions
of the UK Corporate Governance Code

A resolution will be put to shareholders at the AGM on 26 July 2016 asking
them to consider and approve this Report

Remuneration Policy

The Company s remuneration policy 1s formulated to attract and retain

high-calibre executives and motivate them ta develop and implement the

Company s business strategy in order to optimise long-term shareholder

value Itis the intention that thus policy should conform to best practice

standards and that it will continue to apply for 2016 and subsequent years
subject to ongoing review as appropriate The policy (s framed around the
following key principles

* total rewards wilk be set at levels that are sufficiently competitive to
enable the recruitmant and retention of high-calibre executives,

= totalincentive-based rewards will be earned through the achievemnant
of demanding performance conditions consistent with shareholder
interests,

* incentive plans, performance measures and targets will be structured to
operate soundly throughout the business cycle

= thedesign of long term incentives will be prudent and will nat expose
shareholders to unreasonable financial risk,

+ 1n considering the market positioning of reward elements, account
will be taken of the performance of the Group and of each individual
Executive Director, and

* reward practice will conform to best practice standards as far as
reasonably practicable

When formulating the scale and structure of remuneration levels the
Remuneration Committee considers market rates drawn from external
market data of the level of remuneration offered to Directors of similar
type and senierity In other companies whose activities are similar to those
of GB Group plc The Remuneratian Committee also considers the pay and
employment conditions of employees of the Company when determining
Directors remuneration it may alse seek advice from external consultants
where appropriate and the services of h2glenfern Limited were retained
during the year No Director was involved in deciding the level and
compaosition of their own remuneration

Each Executive Director s remuneration package censists of a basic salary,
bonus share aptions, health and car benefits prolonged disability insurance
and pension contributions An appropriate balance 1s maintained between
the fixed and performance-related remunaration elements The detalls of
indivtdual components of the remuneration packages and service contracts
are outhned below

Strategic Report Corparate Governance Financial Statements

Basic Salary and Benefits

In acgerdance with the remuneration policy outlined above, the salanes of
the Executive Directars are reviewed annually Consideration is also taken
of an Executive Director s experience responsibibittes and performance
Performance I5 assessed both from an individual and business perspective

Benefits in kind comprise private fuel benefit and private medical iInsurance
for both R A taw and D J Wilsan Cashinlieu of a beneft inkind 15 1n respect
of a car allowance for D J Wilson and for R A Law Is In respect of a car
allowance plus payment n lieu of pension

Pensions

The Company daes not have a contributory pension scheme For D J Wilsen
pension payments are paid directly into his personal pension plan R A Law
has reached the maximum level permitted for a personal pension plan and
now recelvas a direct paymentsn heu of his pension entitlement

Fees
The fees of the Nen-Executive Directors are determined by the Executive
Directors within the hmits stipulated in the Articles of Association

Performance-Related Bonus

This s calculated based on a fixed formula which 1s determined at the
beginning of each financial year by the Remuneration Commuittee The
formula measures the Group s performance to specified targets, pnincipally
relating to Adjusted Earnings Per Share ('EPS ) Although the amount of
bonus s dependent on the leve! of performance achieved payments under
the bonus scheme are capped to 125 per cent of satary During the year

R A Law was awarded £346 000 and D JWilson was awarded £214,000

Share Option Schemes

GBG has operated Executive Share Option Schemes since May 1993 under
which Executive Drrectors managers and staff of the Company are granted
options over shares in the Company at prevailing market prices at the date
of grant

Under the Executive Share Option Schernes, options are granted to
Executive Directers and employees at the diseretion of the Remuneration
Committee and on the basis of their perfoermance Options are granted at
the full market value of the Company s shares at the time of grant and are
exercisable between three and ten years from the date of grant The options
vest when the Company’s earnings per share growth is greater than the
growth of the Retail Prices Index ('RP1 ) over a three year period prior to the
date of exercise Options may be awarded uynder Section A and Section B of
the Scheme with Section A optiens being approved under Schedule 4 of the
Income Tax (Earmings and Pensians) Act 2003 (ITEPA') and Section B optians
being unapproved under Schedule & of the ITEPA

At an Extraordinary General Meeting of the Company held on 12 Novemnber
2003, shareholder approval was given to create a new Executive Share
Option Scheme (called 'Section C Scheme } under which senior executives of
the Company could be granted options over shares in GBG at the discretion
of the Remuneration Committee and on the basts of their performance
Options are granted at the full market value of the Company s shares at the
time of grant and are exercisable between three and ten years from the date
of grant
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Report on Directors’' Remuneration continued

These Section C options however only become exercisable to the extent
that they have vested at the date of exercise The percentage of an option
that will vest and be capabte of exercise will depend on the performance of
the Company A mumimum of 50 per cent of the options will vest when the
Total Shareholder Return {'TSR ) performance of the Company, as compared
to the TSR of the FTSE Computer Services Sub Sector over a three year
period matches or exceeds the median company The percentage of shares
subject to an option in respect of which that option becomes capable of
exercise will then increase on a shding scale so that the optian will become
exercisable in full if top quartile performance 1s achieved

At a General Meeting of the Company held on 29 July 2010, shareholder
approval was given

{1) toincrease the overall imit on the number of shares that can be awarded
as options to an aggregate dilution hmit of 15 per centin the issued
share capitaf of the Company over a rolling ten-year period Excluded
from the computatton of this lirut will be aptions granted within the past
ten years but which were exercised before September 2006 and any
option granted but that carnot vest (1 e because a performance target
apphicable to it has nat been satisfied or fully satished) and

{u) to create a new Executive Share Option Scheme {called ‘Section D
Scheme ) under which senior executives of the Company could be
granted options over shares in GBG at the discretion of the Board
Options are granted at the full market value of the Company's shares at
the time of grant and are exercisable between three and ten years from
the date of grant

These Section D opticns however only become exarcisable to the extent
that they have vested at the date of exercise The apttons will vest subject
to the achievement of normalised EPS growth of the Company at an
annual compound rate of 20 per cent gver the performance period The
performance pertod Is the three financial years following the financial year
of the Company ended immediately prior to the date of grant of the award
of options

Service Contracts

Upon a change of contrel, opbons may be exercised within s1x months of the
time when the change of control takes effect and any subsequent conditions
at the offer process have been satisfied

On 2 November 2011 the Board approved the implementation of a new
option scheme under which executives of the Company could be awarded
matching shares under a share matching plan Under the Share Matching
Plan, participants may purchase shares { Investment Shares) from the
market up to 3 maximum aggregate value of BO per cent of the gross
amaount of their bonus, net of the employee’s National Insurance and
Income tax paid and/or 20 per cent of their gross annual salary net of the
employee's National Insurance and income tax paid

In censideration of acquiring such Investment Shares the Company
undertakes to grant an option to allot a number of matching shares in
proportion to the Investment Shares acquired Such matching shares are
capped at three times the number of Investment Shares purchased by the
particpant

The vesting conditions for the 1ssue of matching shares will occur when
Adjusted EPS growth s greater than a target set by the Remuneration
Committee at the time of making an option award Between the lower and
upper Adjusted EPS growth target fevels the amount of shares that will vest
will increase on a straight-fine basis from mil to 100 per cent Adjusted EPS
growth in excess of the upper target level will mean that the vesting criterion
has been fully achieved and 100 per cent of the matching shares will vest
The range of lower level growth targets for options currently in issue 1s
between 10 per cent and 15 per cent and the range of upper level growth
targets for options in i1ssue 1s between 22 5 per cent and 25 per cent The
performance peniod over which Adjusted EPS growth s measured 1s over
three financial years

Optians awarded under the Share Matching Scheme are treated as
unapproved under section 4 of the ITEPA

In addition, the Company also operates a savings-related share option
scheme which is open to all employees

Further infarmation of the options 1ssued to the Executive Directars
15 detailed on page 41

The service contracts and letters of appointment of the Directars include the following terms

Unexpired term
{monthsjor  Notice penod

Date of contract rolling contract {months)
Executive Directors
R A Law 6 June 1995 Rolling contract 12
D J Wilsan 1 October 2010 Rolling contract 6
Non-Executive Directors
D A Rasche 1September 2015 3 1
R M Linford 24 May 2015 n 1
C Eggberry 8 January 2016 9 1

There are no special provisions for compensation 1n the event of loss of office
of early termination and determines compensation payments accordingly
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Shareholder Return Graph

The graph below shows the percentage change in Total Shareholder Return

for each of the last five financial years compared to the FTSE Techmark

(All-Share) index

Strategic Report

Directors’ Interests

Cerparate Governance

Financial Statements

Set out below are the beneficial interests of the Directors and thew famiies
in the share capital of the Company at the beginning and end of the year

11 March tapril
Ordinary Shares of 2 5 pence 2016 2015
The FTSE Techmark (All-Share) was selected as It represents a broad equity O A Rasch 746.095 746 095
tndex 1n which the Company can be compared against asche ’
pany P J RA Law 2,316,045 1939730
800 R M Linford 286,364 286,364
JNLJ 0 J Wilson 455,096 365 035
500 /V C Eggberry 18,182 18182
% Z0C W
200 Eb—/w/-v\\“"'
0
-100
204 012 2013 201 2015 2016
-~ GBG —FTSE Techmark (All-Share}
Yearends 31 March
Directors’ Interests in the Group's Share Option Schemes
Executive Share Options Geanted Exercised Lapsed Option
At Share durnng during during At exercisa
31March Option financial fnangial hnancial 31 March price Date
2015 Scheme year year year 2016 {pence) exercisable
R A Law 36 000 C - - (36 000) - 3575 2008-15
400,000 D - {400 000) - - 2575 2013=-20
350 000 B - (350 000} - - 4200 201421
469,825 SM - (469 825) - - 250 2015-22
243458 SM - - - 243,458 250 2016~-23
356,774 5M - - - 356,774 250 2017-24
- SM 296,562 - - 296,562 250 2018-25
1856 057 296,562 (1219 825} {36 000) 896,734
D J Wilsen 100,434 A - - - 100,434 2300 2012-19
50 000 C - - - 50,000 1975 2012-19
Inases D - - - 3N, 164 2575 2013-20
251064 SM - {251,064) - - 250 2015-22
135,867 5M - - - 135,867 250 2016-23
159177 SM - - - 159,177 250 2M7-24
- SM 156 683 - - 156,683 250 2018-25
1007706 156 683 {251 064) - 913,325
Share Option Scheme details are prowided in retatian to the Directors interests in each of the Group 5 Share Option Schemes
A Section A D SectionD
B SectionB SM Share Matching
C  SectionC
Further information about the general terms of the Group s Share Option Schemes can be found on page 39 of this Report
GBG 1

Annual Report ang Accounts 2016




Corporate Governance

Report on Directors’ Remuneration continued

Savings Related Share Scheme

Granted Exercised Lapsed Qption
At durning during durning At exercise
31 Margh hnancial fnancial finangcial 31 March price Date
2015 year year year 016 (pencs) exercisable
RA Law 3984 - - - 3,984 76 80 2018
3984 - - - 3984
D JWilson 6 640 - - - 6,640 76 80 zms
6 640 - - - 6,640

The aggregate gans made on the exercise of options during the year was £2 772 000 (2015 £1,304,000)

At 21 March 2016 the price of the Company s shares quoted on the London Stock Exchange was 268 25 pence and the lowast and highest prices during the

year ended 31 March 2016 were 169 0 pence and 283 75 pence respectively

There have been no other changes ta Directors interests in the shares of the Company from the end of the year to 1 June 2016 Full details of the Directors

interests (n the shares and gptions of the Company are cantained in the Register of Directors’ Interests which 18 apen to inspection
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Cashin

lheu of
Salanws/ benefits Benefits in 2016 2015
fees 10 kand kind Bonuses Tatal Total
£ 000 £ 000 £ 000 £ 000 £ ODD £ 000
D A Rasche a5 - - - 95 55
R A Law' 305 80 5 346 736 678
D J Wilson' 193 4 5 214 426 330
R M Linfard 40 - - - 40 40
C Eggberry 45 - - - 45 35
678 94 10 560 1,342 1,198

1 Denates Executive Director

Details of cash i hieu of benefits in kind and benefits in kind are disclosed on page 3%

In addition to his fees as a Director of the Company, D A Rasche (s reimbursed for all additional expenses and charges he incurs These costs of E1 000 have

been disclosed in note 30 to the accounts

Directors’ Pension Arrangements (Defined Contributien)

The Company paid contributions to defined contribution schemes in respect of the following Directors

2016 2015
Total Tatal

£000 £000

R A Law - -
D J Wilson 24 22
24 22

Nete R A Law has reached the maximum tevel permitted for a persenal pansion plan He now receives a direct payment in lieu of his pension entitlement which was £62 000 {2015 £58 000)
and s included 1n the column entitled Cashn lieu of benehts inkind 1n the Directors Remuneration table above

On behalf of the Board

D A Rasche
Remuneration Comrmittee Chairman
8 June 2016
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Statement of Responsibilities

Directors’ Responsibility Statement
The Directors are responsible for preparing the Annual Repart and the Group and Company financial statements in accordance with applicable UK law and
those International Financial Reporting Standards { IFRSs ) as adopted by the Eurapean Union

The Directors are required to prepare Group and Company financial statements far each financial year which gresent fairly tha financial position of the
Company and Group and the financal performance and cash flows of the Company and Group for that pertod In preparing the financial statements the
Directors are required to
+  select sutable accounting policies in accordance with 1AS 8 ‘Accounting Policies Changes in Accounting Estimates and Errors and then apply them
consistently
present information including accounting policies 1n a manner that provides refevant, reliable comparable and understandable information
make jJudgements and estimates that are reasonable and prudent
- provide additional drsclosures when comphance with the specific requirements i [FRSs 1s insufficient to enable users to understand the impact of
particular transactions other events and conditions on the Group s and the Company s financial position and financial performance and
+ state that the Group and Company have comphied with IFRSs subject to any matenal departures disclosed and explatned in the financial statements

The Directors are rasponsible for keeping adequate accounting records which disclose with reasonable accuracy at any time the financial position of
the Company and Group and enable them to ensure that the Ainancial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the Company and Group and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities

The Directors are responsible for the maintenance and integrity of the corporate and hnancial informatian included on the Company's website Legislation in
the LK governing the preparation and dissermnation of financial statements may differ from legislation in other jurisdictions

Responsibility Statement by Management
We confirm that to the best of our knowledge

a) the financial statements, prepared in accordance with the applicable set of accounting standards give a true and fair view of the assets, habilities
financial pesition and profit and loss of the Company and the undertakings included In the consolidation taken as a whole, and

b) the Annual Report inciudes a farr review of the development performance and position of the Campany and the undertakings mcluded in the
consg hn taken as a whale together with a description of the principal risks and uncertainties that it faces

¢ Board

It

D J Wilson
Director

FAA GBG

Annual Report angd Accounts 2016




Strateqic Report Corporate Governance Financial Statements

Auditor’'s Report

Independent Auditor's Report to the Members of GB Group Plc

We have audited the financial statements of CB Group Pic for the year ended 31 March 2016 which compnise the Consolidated Staterment of Comprehensive
income the Consolidated and Company Statements of Changes in Equity the Consolidated and Company Balance Sheets the Consolidated and Company
Cash Flow Statements and the related notes 1to 32 The financial reporting framework that has been applied in their preparation is applicable law and
International Financiai Reporting Standards { IFRS s) as adopted by the European Unton ang as regards the parent cornpany financial statements as apphed In
accordance with the provisions of the Companies Act 2006

This report 1s made solely to the Company's members as a body n accordance with Chapter 3 of Part 16 of the Companies Act 2006 Qur 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 gther
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 epinions we have formed

Respective Respoasibilities of Directors and Auditors

As explained more fully in the Directors' Respansibifities Statement set out on page 44, the Directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view Our respensibility 1s to audit and express an opinion on the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices
Board s Ethical Standards for Auditors

Scope of the Audit of the Financial Statements

An audit invelves obtaining evidence about the amounts and disclosures 10 the financial statements sufficient to give reasonable assurance that the financial
statements are free from material misstatement whether caused by fraud or error This Includes an assessment of whether the accounting policies are
appropriate to the group s and the parent company s circumstances and have been consistently applied and adequately disclosed, the reasonablaness of
sigruficant accounting estimates made by the directors, and the overall presentation of the financial statements In additton, we read all the financial and
non-finagncial information in the Annual Report and Accounts to identify material inconsistencies with the audited financial statements and to identify any
information that 1s apparently materially incorrect based en or matenally inconsistent with, the knowledge acquired by usin the course of performing the
audit If we become aware of any apparent material misstatements or inconsistencies we cansider the implications for our report

Opinion on Financlal Statements

In our opinion

+ the inancial statements give a true and fair view of the state of the Group's and of the parent company's affairs as at 31 March 2016 and of the Group's
profit for the year then ended

- the financial statements have been properly prepared in accardance with IFRSs as adopted by the European Union

- theparent company financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union and as applied in
accordance with the provistans of the Companies Act 2006 and

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

Opinion on Other Matters Prescribed by the Companies Act 2006
In our epinion the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements are prepared (s
consistent with the financial statements

Matters on Which We are Required to Report by Exception

We have nothing to report in respect of the following matters where the Campanies 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 agreemeant with the accounting records and returns or

= certain disclosures of Directors remuneration specified by law are not made or

= we have notreceived all the information and explanations we require for our audit

fraar ¢ Moung, LR

Victoria Venning

{Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Manchester

8 June 2016
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Financial Statements

Consolidated Statement of Comprehensive Income
Year ended 31 March 2016

2016 2015
Note €000 £000

Revenue 3 13,401 57283
Cost of sales (17,606) (16 448)
Gross profit 55,795 40 835
Operating expenses before amortisation of acquired intangibles share based payments and exceptional items (42,487) {30 079)
Other operating income 14 34
Operating profit before amortisation of acquired intangibles, share.-based payments, exceptlonal items and share of

assoclate investment result (adjusted operating profit} 13,428 10,790
Amortisation of acquired intangibles 15 (2,501) {1 986)
Share based payments charge 27 {1,245} {97}
Exceptional items 7 (94) (1,629}
Share of associate Investment result 18 - {10}
Group operating profit 9,588 6194
Finance revenue 9 12 25
Finance costs 10 (282) (291}
Profit before tax 9,318 5928
Income tax expense n (178) (V127)
Profit for the year attributable to equity holders of the parent 9140 4 80
Other comprehensive income
Exchange differences on retranslation of foreign operations {net of tax)" 1,096 {684)
Total comprehensive income for the year attributable to equity holders of the parent 10,236 4 N7
Earnings per share 13
- adjusted basic earmings per share for the year 10 6p 79p
- adjusted diluted earnings per share for the year 10 3p 75p
- basic earnings per share for the year 74p 4 0Qp
- diluted earnings per share for the year 72p 39

Upon a dispasal of a foreign aperatson this would be recycled to the Income Statement
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Consolidated Statement of Changes in Equity
Year ended 31 March 2016

Strategic Report
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Finanaal Statements

Foreign
Equity Capital currency
share Merqger redemption translation Retanad Total
capital raserve reserve resarve 2arnings aquity
Note £000 £000 £000 £000 £000 £000
Balance at 1 April 2014 14,964 6,575 3 - 9,291 30,833
Profit for the period - - - - 480 4,801
Qther comprehensive iIncome - - - {684) - (684)
Tatal comprehensive income for the period - - - (6B4) 4,801 &4M7
Issue of share capital 2 11,784 - - - - 1,784
Share 1ssue costs pal (330) - - - - (330)
Share-based payments charge 27 - - - - 9N 9N
Deferred tax an share aptions - - - - T4 raly
Equity dividend 12 - - — - (1955} {1,955)
Balance at 31 March 2015 26,418 6,575 3 (684) 13,822 46,134
Profit for the period - - - - 3140 9,140
Other comprehensive incame - - - 1096 - 1.096
Total comprehensive income for the period - - - 1,096 9,140 10,236
Issue of share capital 21 790 - - - - 790
Share-based payments charge 27 - - - - 1245 1,245
Deferred tax ¢n share options - - - - 273 273
Equity dividend 12 - - - - 2277) (2,277)
Balance at 31 March 2016 27,208 6,575 3 412 22,203 56,401
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Company Statement of Changes in Equity

Year ended 31 March 2016

Equity Capital
shara Merger redemption Retained Tatal
capital resarve reserve earnings aquity
Note £000 £000 £000 £000 £000
Balance at 1 April 2014 14,964 6,575 3 12,925 34,467
Profit for the perigd - - - 5,676 5,676
Total comprehensive income for the period - - - 5,676 5,676
Issue of share capital 2 11,784 - - - n,784
Share 1ssue costs 21 (330 - - - {3303
Share-based payments charge 27 - - - 9 a7
Deferred tax on share optiens - - - N4 FalA
Equity dimdend 12 - - - {1 955) {1,955)
Balance at 31 March 2015 26,418 6,575 3 18,3Nn 51,327
Proft for the penod - - - 8,317 837
Total comprehensive income for the period - - - 87 8,377
Issue of share capital 21 790 - - - 790
Share-based payments charge 27 - - - 1,245 1,245
Deferred tax on share options - - - 273 273
Equity dividend 12 - - - (227N (2,279
Batance at 31 March 2016 27,208 6,575 3 25,889 59,675
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Consolidated Balance Sheet
As at 31 March 2016

Strategic Report

Caorporate Governance

Financial Statements

2016

2015

Note £000 £000
Assets
Non-current assets
Plant and equipment 14 2,234 2829
Intangible assets 15 54113 45 296
Deferred tax asset n 307 3In3
59,364 51238
Current assets
Trade and other receivables 19 23,774 17 408
Cash and short term deposits 20 12,415 15778
36,189 33188
Total assets 95,553 84 424
Equity and habilities
Capttal and reserves
Equity share capital 21 27,208 26,418
Merger reserve 6,575 B 575
Captal redemption reserve 3 3
Foreign currency transiation reserve 412 (684)
Retained earnings 22,203 13,822
Total equity attributable to equity holders of the parent 56,401 46,134
Non-current habilities
Loans 22 3,160 3 643
Contingent consideration 32 - 89S
Deferred tax hability n 3,433 2968
6,593 7506
Current liabslities
Loans 22 582 746
Trade and other payables 23 30,543 23 984
Contingent consideration 32 1,050 5733
Provisions 24 k1l 43
Current tax 353 273
32,559 30 784
Total liabilities /) 39152 38290
Total equity and yébilities / 95553 B84 424
Approv Boarg’on 8 June 2016
R D J Wilson
Direc Director
Regis{gfed in England number 2415211
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Company Balance Sheet
As at 31 March 2016

016

2015

Note £ 000 £000
Assets
Non current assets
Plant and eguipment 14 2,012 2588
Intangible assets 15 1,595 478
tnvestments 17 650,428 48,321
Deferred tax asset n 2588 1585
66,623 52,972
Current assets
Trade and other receivables 19 18,836 13,577
Current tax 87 -
Cash and short-term deposits 20 9,663 13,845
28,586 27,422
Total assets 95,209 80 394
Equity and liabilities
Capital and reserves
Equity share capital 21 27,208 26 418
Merger reserve 6,575 6,575
Capital redemption reserve 3 3
Retained earnings 25,889 18331
Total equity attributable to equity holders of the parent 59,675 51,327
Current liabilities
Trade and other payables 23 35,503 28075
Contingent consideration 32 - 934
Pravisions 24 n 48
Current tax - 10
35,534 29 067
Total liabilities 35,534 29 067
Total equity and habjities 95,209 80 394

Approyed by the Bdard on 8 June 2016

D J Wilson
Directar
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Consolidated Cash Flow Statement
Year ended 31 March 2016
2016 2018

Note £000 £000
Group profit befare tax 9,318 5,928
Adjustments to reconcile Group profit before tax to net cash flows
Share of assaciate investment result 18 - 10
Finance revenue 9 {12) (25)
Finance costs 10 282 291
Depreciation of plant and equipment 14 1.0M 873
Amaortisation of Intangible assets 15 2,778 2,167
Loss on disposal of piant and equipment - 55
Fair value adjustiment on contingent consideration 32 78 403
Fair value gain on revaluation of associate Investment A (247) -
Share-based payments 27 1,245 971
Decrease in provisions 24 {1 (267)
Increase in trade and other recewvables {981) (2 852)
{Decrease)/increase in trade and other payables (118) 4,130
Cash generated from operations 13,397 11,684
Income tax paid (248) (337)
Net cash generated from opéerating activities 13,159 11347
Cash flows from/{used In) investing activities
Acquisition of subsidiaries net of cash acquired Ell {12,263) (18,672)
Purchase of plant and equipment 14 {712} {1 961)
Purchase of software 15 {426) -
Proceeds from disposal of plant and equipment 14 - 13
Expenditure on product develecpment 15 (624) (63)
Interest received 9 12 25
Net cash flows used in investing activities (14,013) {20 658}
Cash flows from/{used in) financing activities
Finance costs paid 10 (282) {291}
Proceeds from issue of shares 21 790 11284
Share 1ssue costs 21 - (330)
Proceeds from new borrowings 22 - 5 487
Repayment of borrow:ings 22 (752) (781)
Dividends paid to equity shareholders 12 (2,277) {1953)
Nat cash flows from financing activities {2,521) 13 414
Net {decrease)/increase in cash and cash equivalents (3,385) 4103
Effect of exchange rates on cash and cash equivalents 22 (7
Cash and cash equivalents at the beginning of the penod 15,778 11 846
Cash and cash equivalents at the end af the period 20 12,415 15778
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Company Cash Flow Statement
Year ended 31 March 2016

06 2015
Note £000 £000

Company profit before tax 8,825 6,924
Adjustments to reconcile Company profit before tax to net cash flows
Finance revenue 7) {16)
Finance costs 18 75
Depreciation of plant and equipment 14 1,020 m
Amaortisation of intangible assets 15 273 175
Loss on disposal of plant and equipment - 53
Fair value adjustment on contingent consideration 32 ) (206)
Share-based payments 27 1,245 97
Decrease In provisions 24 (17 (267)
lacrease 1n trade and other receivables (5,259) (1 249)
Increase in trade and other payables 7428 3247
Cash generated from operations 13,518 10,480
Income tax pad (242) {60}
Net cash generated from operating activities 13,273 10 420
Cash flows from/{used in} investing activities
Acquisition of subsidiary undertakings AN (14,183) (5 857)
Investment In subsidiary undertakings - (8.122)
Purchase of plant and equipment 14 {624) {1 509)
Purchase of software 15 (426) -
Froceeds from disposal of plant and equipment 14 - 13
Expenditure on product development 15 (624) (63)
Interest received 7 16
Net cash flows used in investing achivities (15.850) (16 922)
Cash flows from/{used in) financing activities
Finance costs paid {118) (75)
Proceeds from issue of shares 21 790 11 284
Share issue costs 21 - (330)
Dividends paid to equity sharehplders 12 {2,277) {1,955)
MNet cash flows from financing activities (1,605) 8,924
Net (decrease)/increase in cash and cash equivalents (4,182) 2,422
Cash and cash equivalents at the beginning of the period 13,845 N 423
Cash and cash equivalents at the end of the period 20 9,663 13 845
52 (14
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Notes to the Accounts

1 Corporate Information

GB Group ple ( the Company ) 1ts subsidianies and associates {together 'the Group ) provide identity data inteligence products and services helping
organisations recognise and verify all elements of an indwidual s 1dentity at key interactions in their business processes The nature of the Group’s aperations
and its principal activities are set out in the Finance Review on page 24

The Company is a public hmited company incorporated In the United Kingdom and 1s listed an the London Stock Exchange with its erdinary shares traded on
the Alternative Investment Market The address of its registered office 1s The Foundation Herons Way, Chaster Business Park, Chester, CH4 9GB A list of the
sigruficant investments in subsidiaries tncluding the name, country of incorporation and proportion of ownership interest 1s given in nate 17

These consolidated financial statements have been approved for 1ssue by the Board of Directors on 8 June 2016

The Company s financial statements are included in the consolidated financial statements of GB Group plc As permitted by section 408 of the Companies Act
2006, the profit and loss account of the Company 1s not presented

2 Accounting Policies

Basis of Preparation

These financial statements have been prepared in accordance with International Financial Reporting Standards { IFRS s) as adopted by the European Union
and IFRIC interpretations and with those parts of the Companies Act 2006 applicable to companies reporting under IFRS The financial statements have
been prepared under the historical cost convention, modified in respect of the revaluation of financial assets and habilities at fair value A summary of the
significant accountng policies Is set out below

The accounting policies that follow set out those policies that apply in preparing the inancial statements for the year ended 31 March 2016 and the Group and
Company have applted the same polictes throughout the year

The Group and Company financial statements are presented in pounds Sterling and all values are rounded ta the nearest thousand pounds (£'000) except
when otherwise indicated

Baslis of Cansolidation
The consalidated financial statements compnise the inancial statements of the Group and 1ts subsidiaries as at 31 March each year

Contral 1s achieved when the Group 1s expased, or has rights to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee Specifically the Group cantrols an investee if and onty If the Group has

+ power over the investee (1 e existing rights that give it the current ability to direct the relevant activities of the investee)

+ exposure orrights tovanable returns from its involvement with the investee and

+ the ability to use its power over the investee to affect 1ts returns

Generally there s a presumption that a majority of voting rights result in contral To suppart this presumption and when the Group has less than a majority
of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances in assessing whether it has power over an investee
wncluding

* the contractual arrangement with the other vote holders of the investee,

+ rights arising frem other contractual arrangements, and

» the Group s voting nights and potential vating rights

The Group re-assesses whether or not it contrals an investee if facts and circumstances indicate that there are changes to one or more of the three elements
of control Consolidation of a subsidiary beqins when the Group obtans controt over the subsidiary and ceases when the Group loses control of the subsidrary
Assets habiities income and expenses of a substdiary acquired or disposed of during the year are in¢luded in the conselidated financial statements from the
date the Group gains control until the date the Group ceases to control the subsidiary

Profit or loss and each cemponent of Other Comprehensive Income {'OCI ) are attributed to the equity holders of the parent of the Group and to the
non-controlling interests evenf this results 1n the non-controlling interests having a deficit balance When necessary adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with the Group s accounting policies All intra-group assets and habilities equity, income
expenses and cash flows relating to transactions between members of the Group are eliminated 1n full on consolidation

A change in the ownership Interest of a subsidiary without a loss of control, 15 accounted for as an equity transaction

If the Group loses control over a subsidiary 1t deracognises the related assets (including goodwill), labilities, non contralling interest and other components
of equity while any resultant gan or loss (s recogrused in profit or loss Any investment retained 1s recogrused at fair value
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Notes to the Accounts continued

2 Accounting Policaes continued

Business Combinations

The Group uses the acquisition method of accounting ta account for business combinations of entities not under common control The consideration
transferred for the acquisition of a subsidiary 15 the fair values of the assets transferred, the habilities incurred and the equity interests issued by the Group
The consideration transferred includes the fair value of any asset or hability resulting from a cantingent consideration arrangement Acquisition related costs
are expensed asincurred Identifiable assets acquired and habilities and contingent hiabilities assumed i a business combination are measured imtially at
their fair values at the acquisition date

Any contingent consideration {0 be transferred by the acquirer will be recogrised at fair value at the acquisition date Contingent consideration classified as
an asset or liability that 1s a financial instrument and within the scope of 185 39 Financial Instruments Recognition and Measurement 1s measured at fair
value with the changes in fair value recognised in the statermnent of profit or loss If the contingent consideration 1s classified as equity, It s not remeasured
until it s finally settled within equity

The Group apphes IFRS 3 Business Combinations and as a consequence of the acquisibon of the remaining 73 3% of shares in Logate, the area of the standard
applicabdle to business combinations achieved in stages became relevant to the Group If the business combination 1s achieved in stages the acquisition

date fair value of the Group's previously held investment in the acquiree Is remeasured to far value at the acquisition date with any resultant gain or loss
recognised through profit or loss

Foreign Currencies

The Group s consolidated financial statements are prasented in pounds Sterling which 1s also the parent company s functional currency For each entity the
Group determunes the functional currency and items included in the finantial statements of each entity are measured using that functional currency The
Group uses the direct method of consolidation and on disposal of a foreign aperation the gain ar loss that s reclassified to profit or loss reflects the amount
that anses from using this method

Transactions and Balances
Transactions in foreign currencies are initially recorded by the Group s entities at their respective functional currency spot rates at the date the
transaction first quahfies for recognition

Monetary assets and habilities denominated (n foreign currencies are translated at the functional currency spot rates of exchange at the reporting date
Differences ansing on settlement or translation of monetary items are recognised in profit or loss with the exception of monetary items that are designated
as part of the hedge of the Group s net investment of a foreign operation These are recogmised in Cther Comprehensive Income ('OCI ) until the net
investment 1s dispesed of at which time the cumulative amount is reclassified ta profit or loss Tax charges and credits sttnbutable to exchange differences
on those monetary items are also recorded in QCI

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates at the dates of the initial
transactions Non-monetfary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value is
determined The gain or loss arising on translation of non-monetary items measured at fair value s treated in line with the recognition of the gain or loss on
the change in fair value of the item {1 e translation differences on items whose fair value gan or loss 1s recognised in OCl or profit or loss are also recogrised
in OC) or profit or loss respectively)

Group Companies

On consohdation, the assets and habilities of foreign operations are translated into pounds Sterling at the rate of exchange prevailing at the reporting
date and their staternents of profit or loss are translated at average exchange rates for the period The exchange differences arising on translasion for
consolidation are recognised in OCI On disposal of a foreign operation the component of OCI relating to that particular foreign operation i1s recognised in
profit or loss

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of assets and habilities ansing on the
acquisition are treated as assets and Liabilities of the foreign operation and translated at the spot rate of exchange at the reporting date

Plant and Equipment
Plant and equipment 15 stated at cost tess accumulated depreciation and any impawment 10 value Depreciation I1s calculated to write off cost less estimated
residual value based on prices prevailing at the balance sheet date on a straight-ine basis over the estynated useful life of each asset as follows

Plant and equipment — over 3 to 10 years

The carrying values of plant and equipment are reviewed for impairment when events or changes in circumstances indicate the carrying value may not be
recoverable If any such ndication exists and where the carrying values exceed the estimated recoverable amount the assets are written down to their
recoverable amount

Anitem of plant and equipment is de-recognised upan disposal or when no future economic benefts are expected to anse from the continued use of the
asset Any gain or loss arising on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the
iterm) 1s included in the Statement of Comprehensive Income I1n the year the item 1s derecagnised

Residual values and estimated remaiming lives are reviewed annually
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2 Accounting Policies continued

Impairment of Assets

The Group assesses at each reporting date whether there i1s an indication that an asset may be impaired If any such indication exists or when annual
impairment testing for an asset s required, the Group makes an estimate of the asset s recoverable amount An assat s recaverable amount Is the higher of
an assel s or cash generating umt's { CGU $) fair value tess cosks of disposal and its value in use and Is determined for an indwidual asset, unless the asset
does not generate cash inflows that are largely independent of those from other assets or groups of assets Where the carrying amount of an asset exceeds
Its recaverable amount, the asset 1s censidered impaired and 1s written down to its recoverable amount In assessing value in use the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset Impairment losses of continuing operations are recogmised in the Statement of Comprehensive Income (n those expense categories
consistent with the function of the impaired asset

An assassment 1s made at each reporting date as to whether there s any indication that previously recogrised impairment losses may no longer exist or may
have decreased If suchindicatien exists the recoverable amount is estimated A previously recognised impairment loss is reversed only on assets other than
goodwillIf there has been a change in the estimates used to determine the asset’s recoverable amount since the !ast iImpairment loss was recognised [f that s
the case the carrying amount of the asset 15 increased to :ts recoverable amount That increased amount cannot exceed the carrying amount that would have
been determwned net of depreciation, had no impairment loss been recognised for the asset in prior years Such reversal 1s recognised in profit or lass After
such a reversal the depreciation charge 1s adjusted in future periods o allocate the asset s revised carrying amount less any residual value, on a systematic
basis averits remaining useful Life

Intangible Assets

Goodwiil

Goodwitt on acquisition 1s initially measured at cost, being the excess of the cost of the business combinatign over the Group's interest In the net fair value of
the identifiable assets, habilities and contingent ltabilities Following imtial recognitton goodwill 1S measured at ¢ost less any accumulated impairment losses
Goodwill atready carried in the batance sheet at 1 Aprij 2004 or relating to acquisitions after that date (s not amortised Goadwillis reviewed for impairment,
annually or more frequently If events or changes in circumstances indicate that the carrying value may be impaired

For the purpose of impairment testing, goodwillis allocated to the CGU expected to beneht from the synergies Impairment 1s determined by assessing
the recoverable amount of the CGU including the related goodwill Where the recaverable amount of the CGU 1s less than the carrying amount including
goocdwill, an imparrment less ts recogmised i1n the Statement of Comprehensive Income The carrying amount of goodwill allocatad to a CGU 15 taken into
account when determining the gain or loss on disposal of the unit, or an operation within it Goodwill disposed of in this circumstance 1s measured on the
basis of the relative values of the operation disposed of and the portion of the CGU retained

Research and Development Costs

Research costs are expensed as incurred An intangible asset arising from development expend ture on an individual project 1s recognised only when the
Group can demonstrate tha techmical feasibility of completing the intangible asset so that it will be available for use or sale 1its intention te complete

and Its ability to use or sell the asset how the asset will generate future economic benefits, the availability of resources te complete and the availlability
to measure reliably the expenditure during the development Fallowing the initial recognition of the development expenditure, the cost madel 15 apphed
requiring the asset to be carried at cost less any accumulated amortisation and accumulated impairment losses Any expenditure capitalised is amortised
on a straight ine basis over 2 to 4 years

Acquired Intangibles

Separately 1dentifiable intangible assets such as patent fees hcence fees trademarks and customer lists and relationships are capitalised on the balance
sheet anly when the value can be measured reliably, or the intangible asset 1s purchased as part of the acqusition of a business Such intangible assets
are amortised over their useful econemic lives on a straight-line basis

Separately 1dentthed Intangible assets acquired 1n a business combination are initially recognised at their fair value Intangible assets are subsequently stated
at fair value or cost less accumulated amartisation and any accumulated impairment losses Amaortisation 1s recogrused in the Consolidated Statement of
Comprehensive Income on a straight-hine basis over the estimated useful Iife of the asset The carrying value of intangible assets i1s reviewed for impawment f
events or changes In circumstances indicate the carrying value may not be recoverable

Estimated useful lives typically apphed are as fallows

Technatogy based assets - over 2 to 3 years
Brands and trademarks = over 2 to 3 years
Customer relationships = over 10 years

Acquired Computer Software Licences

Acquired computer software licences comprise of computer software icences purchased from third parties and alsa the cost of internally developed
software Acquired computer software licences are initiatly capitalised at cost, which includes the purchase price (net of any discounts and rebates) ang
other directly attnbutable costs of preparing the asset for its intended use Direct expenditure including amployee costs, which enhances or extends the
performance of computer software beyond its specifications and which can be rehably measured, 15 added to the anginal cost of the software
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Notes to the Accounts continued

2 Accounting Policies continued

Costs associated with mantaining the computer software are recogmised as an expense when incurred Computer software licences are subsequently carried
at cost |ess accurnulated amortisation and accumulated smpairment Josses These costs are amartised to profit or loss using the straight-ine method over
their estimated useful lives of 3 to 5 years

The amortisation period and amortisation method of intangible assets other than goodwill are reviewed at least at each balance sheet date The effacts of
any revision are recognised in profit or loss when the changes arise

The Company's Investments In Subsidiaries
In its separate financral statements the Company recognises Its investments in subsidiaries at cost less any provision for imparrment

Interests in Assaciates

Associates are undertakings that are not subsidiaries or foint ventures over which the Group has significant influence and can participate in inancial

and aperating palicy decisions Investments in assoclated undertakings are accounted for using the equity method The Censclidated Statement of
Comprehensive Income includes the Group s share of the profit or loss after tax of the associated undertakings Investments in associates nclude gocawill
identified on acquisition and are carried in the Consolidated Balance Sheet at cost plus post-acquisition changes in the Group's share of the net assets of the
assaciate less any impairment in value

Trade and Other Receivables

Trade receivables which generally have 14 to 60 day terms, are recognised and carried at original invoice amount less an allowance for any uncollectable
amounts A provision Is made against a trade recervable only when there i1s objective ewidence that the Group may not be able te recover the entire amount
due under the original terms of the inveice The carrying amount of the receivable is reduced through the use of a provision far doubtful debts account
Impaired debts are derecogrised when they are assessed as uncoliectable

Cash and Shart-Term Deposits
Cash and short-term deposits in the balance sheet compnise cash at bank and In hand and short-term deposits with an original maturity date of three months
or less

For the purpose of the cash flow statement cash and cash equivalents cansist of cash and cash eguivalents as defined above net of any outstanding bank overdrafts

Borrowings
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest rate (‘EIR") method
Gains and losses are recogrised In profit or loss when the habilities are derecogrised as well as through the EIR amortisation pracess

Amortised cost Is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR The EIR
amartisation is ncluded as finance costs In the statement of profit or loss

Trade and Other Payables
Trade and other payabies are 1mtially recognised at their fair value and subsequently recorded using the effective interest method

Provisions

Provisions are recognised when the Group has a present obligation {legal or constructive) as a result of a past event, it 1s probable that an outflow of
resources embodying economec benefits will be required to settle the obligation and a rehable estimate can be made of the amount of the obligation Where
the Group expects some or all of a prowision to be reimbursed for example under aninsurance contract the resmbursement is recognised as a separate asset
but only when the reimbursement is virtually certain The expense relating to any prowsion 1s presented in the Statement of Comprehensive Income net of any
reimbursement {f the effect of the time value of money 1s material, provisions are determined by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time value of money and, where appropriate the risks specific to the habihty Where discounting 1s used, the
Increase in the provision due to the passage of time Is recognised as a finance cost

Penslons
The Group does not have a contributory pension scheme Payments are made to individual private defined contnbution pension arrangements Contributions
are charged in the Statement of Comprehensive Income as they become payable

Revenue Recogmtion
Revenue 15 measured at the far value of the consideration receved from the sale of software and rendering of services net of value added tax rebates and
discounts and after the elimination of inter company transactions within the Group Revenue is recognised as follows

(a} Sale of software licences

Revenue i respect of software hcences where the Group has no further obligations and the contract Is non-cancellable 1s recogrised at the time of sale
Revenue in respect of software hicences where there are further contractual obfigations in the farm of additional services provided by the Group, such as
software delivered onhine 1s recognised over the duration of the licence in ling with when the costs are incurred and delivery obhgations fulfilled
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2 Accounting Policies continued

{b) Rendering of services

Revenue from the rendering of services is recognised by reference to the stage of completion Stage of completion of the specific transaction I1s assessed
on the basis of the actual services provided as a proportion of the total services to be provided Where the Group Is acting as an agent in a transaction
and 1s not the primary obligor then revenue is reported net of amounts payab'e to the supplier

{c) Interest income
Revenue 1s recognised as interest accrues using the effective interest method The effective interest rate 1s the rate that exactly discounts estimated
future cash rece:pts through the expected life of the Ainancial instrument to its net carrying ameunt

{d) Rental income
Net renta! income ansing from the sub-let of properties under operating leases Is reported as other operating income in the Statement of Comprehensive Income

Exceptional Items

The Group presents as exceptional items on the face of the Statement of Comprehensive Income those material items of iIncome and expense which, because
of the nature and expected infrequency of the events giving rise to them merit separate presentation to allow shareholders to understand better the
elements of financial performance in the year so as to facilitate comparison with prior periods and to assess better trends in financial performance

Dividends
Dwidend distribution to the Company s shareholders is recognised as a liability in the Group s financial staterments in the period sn which the dividends are
approved by the Company's shareholders

Share-Based Payment Transactions
Employees (including Directors) of the Group receive remuneration in the form of share-based payment transactions, whereby employees render services tn
exchange for shares or rights over shares { equity-settled transactions)

Equrty-Settied Transactions

The cost of equity-settied transactions with employees 1s measured by reference to the fair value at the date on which they are granted The farr value
1s deterrmined by an external valuation specialist using a binomial model In valuing equity settled transactions no accaunt s taken of any performance
conditons other than conditiens linked to the price of the shares of GB Group plc {'market conditions ) and non-vesting conditions 1f applicable

The cost of equity-settled transactions 1s recognised, together with a corresponding increase in equity over the periad m which the performance and/or
service conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award ( the vesting date ) The cumulative
expense recognised for equity-settled transactions at each reporting date until the vesting date reflects the extent to which the vesting period has expired
and the Group's best estimate of the number of equity instruments that will ulimately vest The Statement ef Comprehensive Income charge or credit for a
period represents the movement in cumulative expense recogrised as at the beginning and end of that period

Nag expense 1s recognised for awards that do not ultimately vest except for awards where vesting ts conditianal upan a market or non-vesting condition
which are treated as vesting rrespective of whether or not the market or non-vesting conditions were satisfied provided that all other vesting conditions are
satisfied

Where the terms of an equity-settled award are modified as @ mimmum an expense 1s recognised as if the terms bad not been modified In addition an
expense is recognised aver the remainder of the new vesting period for any modification which increases the total fair value of the share-based payment
arrangement, or 1s otherwise beneficial to the employee as measured at the date of modification

Where an equity settled award s cancelled, 1t 15 treated as if it had vested an the date of cancellation and any expense not yet recognised far the award
15 recognised immediately However 1if a new award 1s substituted for the cancelled award, and designated as a replacement award on the date that 1t was
granted, the cancelled and new awards are treated as if they were a modification of the original award as described in the previous paragraph

The dilutive effect of outstanding options 1s reflected in the computation of earnings per share {note 13)

Leases

Assets funded through finance leases and similar hire purchase contracts are capitalised as property plant and equipment, where the Group assumes
substantially all of the risks and rewards of ownership Upon initial recognition the leased asset 1s measured at the lower of its fair value and the present
value of the minimum lease payments Future instalments under such leases, net of financing casts are included within interest-bearing loans and
borrowings Rental payments are apportioned between the finance element, which is in¢luded n finance costs and the capital element which reduces tne
outstanding abligation for future instalments so as ta give a constant charge on the outstanding ebligation

All other leases are accounted for as operating leases and the rental charges are charged to the Consohdated Statement of Comprehensive Income on a
straight-hine basis over the Iife of the lease

Lease incentives are primarily rent free periods Lease incentives are amortised over the lease term against the relevant rental expense
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2 Accounting Policies continued

Taxes

Current Tax

Current income tax assets and liabthties for the current and prior periods are measured at the amount expected to be recoverad from or paid to the taxation
authorities The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted by the reporting date, in the
countries where the Group operates and generates taxable income

Deferred Income Tax

Deferred tax 1s recognised n respect of all temporary differences between the carrying amounts of assets and habilities included in the financial statements

and the amounts used for tax purposes that will result in an obligation to pay mare or a nght to pay less or ta receive more tax with the following exceptions

* Noprovision 1s made where the deferred tax l1abslity arises from the initial recognition of goodwill or of an asset or liabulity in a transaction which s not a
business combination that at the time of the transaction affect nesther accounting nor taxable profit

» Noprovision 1s made for deferred tax that would anse on all taxable temporary differences associated with iInvestments n subsidiaries and interests in
Joint ventures, where the timing of the reversal of temporary differences can be controlled and it 1s probable that the temporary difference will nat reverse
In the foreseeable future

» Deferred tax assets are recagrised only ta the extent that the directors cansider that 1t 1s probable that there will be suitable taxable profits from which
the future reversal of the underlying temporary differences and unused tax losses and credits can be deducted

+ Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the periods in which the asset 1s realised or labihity
settled based on tax rates and laws enacted or substantively enacted at the balance sheet date

Finance Costs
Finance costs consist of interest and other costs that are incurred In connection with the borrowing of funds Finance costs are expensed in the period In
which they are incurred

New Accounting Standards and Interpretations Applied

The accounting polictes adopted in the preparation of these financial statements are consistent with those followed in the preparation of the financial
statements for the year ended 31 March 2015 except for the adoption of relevant new Standards and Interpretations noted below Adoption of these
Standards and Interpretations did not have any effect on the financial position or performance of the Group and the Company

International Accounting Standards (IAS/IFRS) Adoption date
IAS 19 Defined Benefit Plans Employee Contributions -- Amendments to IAS 19 1 February 2015
Various Annual Improvemnents to IFRS — 2010-2012 Cycle 1 February 2015
Various Annual improvements to IFRS — 2011-2013 Cycle 1 January 2015
IFRS 10 and 1AS 28 Sale or Contribution of Assets between an Investor and its Associate or Joint Venture — Amendments to IFRS  1January 2016
10 and 1AS 28
IFRS10 IFRS12 and IAS 28 Investment Entities Applying the Consohdation Exception — Amendments to IFRS 10 IFRS 12 and 1AS 28 1 January 2016
IFRS N Acceunting for Acquisitions of Interests in Joint Operations — Amendments to IFRS 11 1 January 2016
IFRS 14 Regulatory Deferral Accounts 1 January 2016
1A51 Disclosure Initrative ~ Amendments ta 1AS 1 1 January 2016
I1AS 16 and 1AS 38 Clarification of Acceptable Methods of Depreciation and Amortisation — Amendments to [AS 16 and IAS 38 1 January 2016
1AS 27 Equity Method In Separate Finanoal Statements — Amendments to 1AS 27 1 January 2016
Various Annual improvements to IFRS — 2012-2014 Cycle 1 January 2016

New Accounting Standards and Interpretations not Applied
During the year, the IASB and IFRIC have 1ssued the followtng Standards and Interpretations with an effective date after the date of these financial statements

Internatlonal Accounting Standards (IAS/IFR5S) Effective date
IFRS 15 Revenue from Contracts with Customers 1 January 2008
IFRS 9 Financial Instruments 1 January 2078
IFRS 16 Leases 1 January 2019

IFRS 15 'Revenue from Contracts with Customers {effective for the year ending 31 March 2019) replaces IAS 18 ‘Revenue’ 1AS 11 'Construction Contracts' and
related interpretations The standard introduces a single, five-step revenue recogniion model that 1s based upon the principle that revenue is recognised at

the point that control of goods or services 1s transferred to the customer The standard also updates revenue disclosure requirements Whilst an assessment
of thys new standard is ongoing, the Group does not currently expect its adoption to have a material smpact on the Group s financial performance or position

{FRS 9°'Financizl Instrements replaces 1AS 39 The standard s effective for the year ending 31 March 2019 and will impact the classification and measurement
of financial instruments and will require certain additional disclosures Whilst an assessment of the new standard 1s ongoing, the changes to recognition and
measurement of inancial instruments and changes to hedge accounting rules are not currently considered ltkely to have any major impact on the Group's
current accounting treatment or hedging activities
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2 Accounting Policies continued

IFRS 16 'Leases’ (effective faor the year ending 31 March 2020) will require all leases to be recognised on the balance sheet The new standard brings mast
leases on-balance sheet for lessees under a single model eliminating the distinction between operating and finance leases IFRS 16 supersedes I1AS 17 Leases
and related interpretations The Group has 2 number of operating lease arrangements and will consider the financial impact of IFRS 16 in due course but in
broad terms the impact will be to recagnise a lease hability and corresponding asset for the operating lease commitments set out in note 26

Judgements and Key Sources of Estimation Uncertainty

The preparation of financiat statements requires management to make jJudgements estimates and assumptions that affect the amounts reported for assets
and habilities as at the batance sheet date and the amounts reported for revenues and expenses during the year However the nature of estimation means
that actual outcomes could differ from those estimates

In the process of applying the Group s actounting polictes management has made the following judgements and estimates, which have the most significant
effect on the amounts recognised in the financial statements

Impasrment of goodwill

The Group tests annually whether goodwill has suffered any impairment in accordance with the accounting policy on page 55 Determining whether goodwill
1s (mpalired requires an estimation of the value in use and/or the estimated recoverable amount of the asset derived fram the business or part of the business
CQU towhich the goedwill has been allocated The value in use calculation requires an estimate of the present value of future cash flows expected to arise
from the CGU by applying an appropriate discount rate to the timing and amount of future cash flows

Management are required to make judgements regardsng the trming and amount of future cash flows applicable to the CGU based on current budgets and
forecasts and extrapolated far an appropriate period taking into account growth rates and expected changes to sales and operabing costs Management
estimate the appropriate discount rate using pre-tax rates that reflect current market assessments of the time value of money and the risks specific to the
business or the individual CGU

An analysis of the Group's goodwill and the assumptions used to test for impairment are set outin note 16

Deferred tax assets

The ameunt of the deferred tax asset included in the balance sheet of the Group 1s recogmised gnly to the extent that it ss probable that future taxable
profits will be avalable against which the asset can be utilised In estimating the amount of the deferred tax asset that may be recognised management
make judgements based on current budgets and forecasts about the amount of future taxable profits and the timing of when these will be reahsed
The carrying value of the recognised deferred tax asset at 31 March 2016 was £3 017 000 (2015 £3,113 000) and the unrecognised deferred tax asset at
31 March 2016 was £5,152,000 (2015 £5 351 000) Further details are contained in note 11

Share based payments

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity instruments at the date at which
they are granted Judgement is required in determuning the most appropriate valuation mode! for a grant of equity instruments depending on the terms
and conditions of the grant Management are also required to use judgement in determining the most apprepriate inputs to the valuation madet including
expected hife of the option volatibty and dividend yield The assumptions and madels used are disclosed i note 27

Valuation and asset lives of separately ident!fiable intangible assets
In determining the fair value of intangible assets arising on acquisition management are required to make judgements regarding the timing and amount
of future cash flows applicable to the businesses being acquired discounted using an appropriate discount rate

Such judgements are based an current budgets and farecasts, extrapolated for an appropriate period taking into account growth rates and expected
changes to selhing prices and operating costs Management estimate the appropriate discount rate using pre=tax rates that reflect current market
assessments of the tume value of money and the nsks specific to the businesses being acquired

Contingent consideration

Contingent consideration relating to acquisitions 1s included based on management estimates of the most likely outcome {note 32) Those judgements
include the forecasting of a number of different outcames against the performance targets and estimating a probabulity and risk of each outcome before
arriving at a risk weighted value of contingent consideration

Development costs and internally generated software

The Group capitalises development costs for a project in accordance with its policy Careful judgement by management is applied when deciding whether
the recognition requirements for development costs have been mat and once management have satished themselves that policy criteria are met the
development costs are carried as assets and amortised over the estimated revenue generating fe of each asset At 31 March 2016 the carrying value of
the internally generated software assets was £908 000 (2015 £478,000) and the amount of research and development costs expensed were £5 719 000
{2015 £3,298,000)

GBG 59
Annual Report and Accounts 2016




Financial Statements

Notes to the Accounts continued

3 Revenu
Revenue delscfosed in the Consolidated Statement of Comprehensive Income 1s analysed as follows 2018 2015
£000 £000
Sale of goods 31,661 24,721
Rendering of services £1,740 32,562
Revenue 73,40 57,283
Finance revenue 12 25
Total revenue 73,413 57308

4 Segmental Information

The Croup s operating segments are internally reported to the Group s Chief Executive Officer as two operating segmenis Identity Proofing Division — which
provides ID Verification 1D Employ & Comply and ID Fraud and Risk Management services and ldentity Solutions Division ~ which provides ID Registration,
1D Engage and 10 Trace & investigate services The measure of performance of those segments that)s reported to the Group s Chief Executive Cfficer 15

adjusted operating profit before amartisatien of acquired intangibles as shown below

Segment resuits include items directly attributable to erither identity Prochng or Ideniity Solutions Unallocated items for 2016 represent Group head office
costs £886,000, exceptional costs £94 000 Group finance income £12 000 Group finance costs £282 000, Group income tax charge £178 000 and share-
based payments charge £1 245,000 LUnallocated items for 2015 represent Group head office costs £591 GO0 share of associate investment result £10 000
excepuional costs £1 629 000 Group finance ncome £25 000 Group finance costs £291 000, Group mncome tax charge £1 127 000 and share-based payments

charge £971 000

Information on segment assets and habilities (s not regularly provided to the Group s Chief Executive Officer and (s therefore not disclosed betow

Identity identity

Proofing Solutans Unallocated 2015
Year anded 31 March 2016 €000 £ 000 £ 000 £ 000
Total revenue 33,213 40188 - 73,401
Adjusted operating profit £629 7685 (886) 13,428
Amartisation of acguired intangibles {1,042) (1 459) - (2,501
Share-based payments charge - - {1 245) (1,245)
Exceptional items - - (94) (94)
Cperating profit 5,587 6226 (2,225) 9,588
Finance revenue 12 12
Finance costs (282) (282)
Income tax charge (178) (178)
Profit for the year 9,40
Logate which was acquired during the period, Is reported within the ldentity Salutions operating segment

1dentity ldentity

Proofing Solutions Unallocated 2015
Year anded 31 March 2015 £060 £000 £000 £000
Tatal revenue 25167 32 116 - 57283
AdJusted operating profit 4 304 7077 (597) 10790
Amortisation of acquired intangibles {1097 (889} - (1986}
Share-based payments charge - - (97) (9n)
Exceptional tems - - (1.629) {1629)
Share of associate Investment result - - {10) (10}
Operating proht 3,207 6188 {3 201) 6194
Finance revenue 25 25
Finance costs {297) {291}
Income tax charge (1,127) (1127)
Profit for the year 4 B0O1

DecTech Solutions Pty Ltd and CDMS Lumted which were acquired during the year, were absorbed and are managed in the Group s ldentity Proofing and

Identity Solutiens operating segments respectively
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4 Segmental Information continued
Geographical Information

Corporate Governance

fmanaal Statements

Revenues from external Non current
CUStomers asints
2016 2015 2016 2015
£000 £000 £000 £Q00
United Kingdom 54,045 46,210 36,461 28 370
United States of America 4,940 - 90 -
Australia 1,192 859 19,796 19,755
Others 13,224 10,214 - -
Total 73,401 57283 56,347 48,125
The geographical revenue information above s based on the location of the customer
Non-current assets for this purpose consist of plant and equipment and intangible assets
S Operating Profit
This s stated after charging/(crediting) 2016 2015
£000 £000
Research and development expense writien off 5719 3,298
Depreciation of plant and equipment 10N 873
Amaortisation/impairment of intangible assets (operating expense) 2,778 2167
Foreign exchange (gain)/loss {29) 10
Operating lease payments — land and bulldings 889 673
— other 16 17
6 Auditer's Remuneration 2018 2015
£000 £000
Audit of the financial statements' 102 107
Qther fees to auditors — other assurance services 21 20
— taxation comphance services 24 25
~ tax advisory services 4 -
151 152
1 £77000(2015 EB7000) of this relates to the Company
7 Exceptional ltems 2016 205
£000 £000
Fair valye adjustments to contingent consideration {note 32} 78 403
Fair value gain on revatuation of investment In associate {nate 18) {247) -
Acquisition related costs (note 31) 19 452
Costs associated with staff rearganisations 178 EEL)
Provision for dilamidation obligations on the relocation of the Group head office (note 24) - 138
Costs assocrated with the relocation of the Group head office {34) 305
94 1629

Fair value adjustments to contingent canstderation in the year ta 31 March 2016 include a £177 800 adjustment relating to a contingent purchase price
adjustment relating to Logate (note 32) along with a £255 000 charge relating to the parttal unwinding of the discaunting refating to the contingent
consideration of the acquisitian of DecTech Selutions Pty Ltd and COMS Limited (note 32) This charge arises because cantingent consideration due to be paid
at a future date 1s discounted for the time value of money at the point of imtial recegnition and over the passage of time, this discount unwinds within the

Consolidated Statement of Comprehensive Income These are non-cash items

An exceptional fair value gain of £247 000 has been recognised as a consequence of the Group revaluing its previously held equity stake in Logate at the date

of its acquisition of the remaining 73 3% of shares in accordance with IFRS 3 This is a nan-cash item
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B Staff Costs and Directors’' Emoluments
a) Staff Costs

015 2015

£000 £000

Wages and salaries 26,435 2011
Soctal securty costs 3,125 2 350
Other pensign costs 1172 856
30,732 23,317

Included in wages and salaries is a total charge of share based payments of £1 245 000 {2015 £971,000) which arises from transactions accounted for as
equity settled share based payment transactions

The average monthty number of employees during the year within each category was as follows

06 2015
Ns No

Research and development 165 a1
Production o7 [
Selling and administratign 310 254
542 389

b} Directors’ emoluments 2018 2015
£000 £000

\Wages and salanes 782 699
Pension 4 22
Beonuses 560 499
1,366 1,220

Aggregate gains made by Directors on the exercise of options 2.1 1304
The remuneratian for the highest paid Director was as follows 2018 2015
€000 £000

Wages and salaries 390 370
Bonus 346 308
735 678

The highest paid Director has reached the maximum level permitted far a personal pansian plan and recewves a direct payment in !ieu of his pension
entitlement which was £62 000 {2015 £58,000)

The number of share aptions granted during the year for the highest paic Director was 296,562 {2015 356,774) and the number of share options exercised
during the year was 1219 825 {2015 546,875)

Details of the remuneratton pension entitlements and share options of each Cirector are included 1n the Report on Directors Remuneration on pages 39
to 43

9 Finance Revenue

2016 2015
£000 £000

Bank interest recervable 12 25
12 25

10 Finance Costs 2016 2015
£000 £000

Bank loan fees and interest 82 291
282 291
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M Taxation
a) Tax on profit on ordinary actwvities
The tax charge in the Cansolidated Statement of Comprehensive Incarme for the year 15 as follows 2016 207
£ 000 E000
Current incame tax
UK corporation tax on profit for the year 145 10
Amounts overprovided in previous years {404) -
Foreign tax 568 522
309 532
Deferred tax
Origination and reversal of temporary differences {220} 612
Prior year items - (102)
Impact of change In tax rates 89 85
{131} 595
Tax charge In the Statement of Comprehensive Income 178 1127
b) Reconciliation of the total tax charge
The profit before tax multiplied by the standard rate of carporation tax n the UK would result in a tax charge (2015 charge) as explained below
2016 2015
£ 000 €000
Consolidated arofit before tax 9,318 5928
Consolidated profit on ordinary activities multiplied by the standard rate of corporation tax in the UK of 20% {2015 21%) 1,864 1,245
Effect of
Permanent differences (324) 307
Rate changes 89 85
Utiisation of unrecognised losses - (o)
Prior year items (357) (102)
Research and development tax relief (329) -
Recognition of unrecognised deferred tax assets {197 (366)
Effect of mgher taxes on overseas earmngs 32 %8
Total tax charge reported in the Statement of Comprehensive Income 178 1127

The Group 15 entitled to current year tax relief of £1 212 000 (2015 £647,000), calculated at a tax rate of 20% (2015 21%) In relation to the statutory
deduction available on share options exercised in the year

¢) Tax losses

The Group has carned forward trading losses at 31 March 2016 of £18 259 000 (2015 £18,418 000) To the extent that these losses are available for offset
agamnst future trading profits of the Group, 1t 1s expected that the future effective tax rate would be below the standard rate There were also capstal losses
carnied forward at 31 March 2016 of £2,257,000 (2015 £2 257 000) which shoutd be available for offset against future capital gains of the Group to the

extent that they arise

d) Deferred tax — Group
Deferred tax asset

The recogmised and unrecognised potentia! deferred tax asset of the Group 1s as follows

Racogmsed Unrecognised

e W15 2016 2015

£000 £.000 £000 £000

Decelerated capital allowances 1,200 1,565 1,032 1333
Share options 1,460 991 - -
Other temporary differences 357 335 33 36
Capital losses - - 406 451
Trading losses - 221 3.681 353
3,007 in3 5,152 5,351
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11 Taxation continued
The movement an the deferred tax asset of the Group is as follows

2016 2015

£000 £000

Opening balance 313 2127
Acquired on acquisition - 1,274
Fareign currency adjustments 17 {20)
Origination and reversal of temporary differences &4 (155)
Impact of change wn tax rates 7 m3
3017 inz

The deferred tax asset has been recognised to the extent it s anticipated to be recoverable out of future taxable profits based on profit forecasts for the
foreseeable future Theutilisation of the unrecogrisecd deferred tax asset in future periods will reduce the future tax rate below the standard rate

The Group has unrecognised deductible temporary differences of £24,107 000 (2015 £24 500 000) and unrecogrised capital losses of £2 257000
(2015 £2,257,000)

Deferred tax hiabulity
The deferred tax habiity of the Group Is as follows 2018 201
E 000 £000
Intangible assets 3,433 2,968
3,433 2 968
The movement on the deferred tax hability of the Group 1s as follows 2018 2015
£000 £000
Opening balance 2,968 1251
Acquisition of intangibles i subsidiaries 929 2183
Foreign currency adjustments 63 (79)
Origination and reversal of temporary differences (527 (387)
3,433 2968
) Deferred tax - Company
Deferred tax asset
The recogrised and unrecognised potential deferred tax asset of the Company is as follows Recognises Unrecognised
2016 2015 6 2015
£ 000 £000 £000 £000
Decelerated capital allowances 1,128 373 1,032 -
Share options 1,460 991 - -
Other temporary differences - - 33 36
Capital losses - - 406 451
Trading losses - 221 2,946 -
2,588 1585 44817 487
The movement an the deferred tax asset of the Company is as follows 2016 2015
£000 £000
Opening balance 1.585 2127
Acquired on acquisiticn 1,093 -
Origination and reversal of temporary differences 27 {429)
Impact of change In tax rates 17 {113)
2,588 1,585

The deferred tax asset has been recognised to the extent it 1s anticipated to be recoverable out of future taxable prohts based on profit forecasts for the
foreseeable future The utihsation of the unrecognised deferred tax asset in future periads will reduce the future tax rate below the standard rate

The Company has unrecogrused deductible temporary differences of £22 216,000 (2015 £180 000) and unrecognised capital losses of £2,257 000
{2015 £2 257000)
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1 Taxation continued

f} Change tn corporation tax rate

UK legislation was substantively enacted in July 2013 to reduce the main rate of corporation tax from 21% to 20% from 1 April 2015, resulting in an effective
rate for the year ended 31 March 2016 of 20% As leqislated in Finance (No 2) Act 2015, which was substantively enacted on 26 October 2015 the UK
corporation tax rate will reduce further to 19% from 1 Aprit 2017 and to 18% from 1 Apri 2020 The reductions in rate from 20% to 19% and then to 18% have
been used In the calculation of the UK's deferred tax assets and liabilities as at 31 March 2016

12 Dividends Paid and Proposed

2018 2015
£000 £000

Declared and patd durtng the year

Final dividend for 2015 185p (2014 165p) 2,277 1,955

Propased for approval at AGM (not recogmsed as a hability at 31 March)

Final dividend for 2016 2 0Bp (2015 185p) 2577 2,234

13 Earnings Per Ordinary Share
Basic

Basic earnings per shase is calcutated by dividing the profit attributable to equity holders of the Company by tha bastc weighted average number of ordinary
shares in 155ue during the year

2016 2015
Pence Pence
pear share £000 per share £000
Profit attributable to eguity halders of the Company 74 9,140 40 4801

Diluted

Dilutad earmngs per share amounts are calculated by dividing the profit for the year attributable to equity holders of the Company by the weighted average
number of ordinary shares cutstanding during the year plus the weighted average number of ardinary shares that would be 1ssued on the conversion of all the
dilutive potential ordinary shares into ordinary shares

2016 2015
No No

Basic weighted average number of shares in Issue 122,744,612 N9 144 442
Dilutive effect of share options 3,770,597 5,395,880
Diluted werghted average number of shares in 1ssue 126,515,009 124,540,322

2016 2015
Pence Pence
par share £ 000 per sharg £000
Profit attributable to equity holders of the Campany 72 9,140 39 4,801

Adjusted
Adjusted earnings per share is defined as adjusted operating profit less net finance costs and tax divided by the basic weighted average number of ordinary

shares of the Company In prior periods the Group reported adjusted earnings per share on a pre-tax basis and the comparatwve numbers below have been
restated to take into account the change to a post-tax basis

2016 2015

Basic Dituted Basic Dituted

pance pence pence pence
per share per shara £ 000 per share per share £ 000
Adjusted operating profit 109 106 13,428 91 86 10790
Less net inance costs {02) (02 (270) 03) (02) (266)
Less tax {01) {01) {178) (09) 09 (1.12n
Ad|usted earnings 106 103 12,980 79 75 9,397
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14 Plant and Equipment

Plant and

equipmant
Group £ 000
Cost
At April 2014 5,270
Acquired on acquisition 295
Additions 1,961
Disposals (577)
Foreign currency adjustment (18)
At 31 March 2015 6931
Acquired an acquisition 72
Additions 72
Reclassification {1,953}
Foreign currency adjustment 23
At 31 March 2016 5,785
Depreciation and impairment
At 1 April 2014 3,731
Disposals (509)
Prowvided during the year an
Fareign currency adjustment 13)
At 31 March 2015 4,102
Provided during the year 1.0M
Reclassification (1,636)
Foreign currency adjustment 14
At 31 March 2016 3,551
Net book value
At 31 March 2016 2,234
AL 31 March 2015 2,829
At 1 April 2014 1,519

The net book value in respect of assets held under finance leases and hire purchase agreements s £nil (2015 £114 00O}
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14 Plant and Equipment continued Plant and

squipmant
Company | slss]
Cost
At 1 Aprl 2014 513
Acquired on acquisition® 1
Additions 1,909
Disposals {5377
At 31 March 2015 6,446
Acquired on acquisition®” 137
Additions 624
Reclassification (1,953)
At 31 March 2016 5,254
Depreciation and impairment
At1Apnl 2014 3,596
Disposals (509}
Provided during the year 7
At 31 March 2015 3,858
Provided during the year 1,020
Reclassification {1,636)
At 31 March 2016 3,242
Net book value
At 31 March 2016 2,012
At 31 March 2015 2,588
At 1 Apnl 2014 1,517
During the period £317 000 of purchased software assets (at net book value) were reclassihied as intangible assets
The net book value in respect of assets held under finance leases and hire purchase agreements Is £nil (2015 £nil)

On 1 0ctober 2014 the trade assets and habilities of Advanced Checking Services Limited were transterred to the Company
On T April 2015 the trade assets and habilities of COMS Limited were transferred to the Company
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15 Intangible Assets

QOther Total Intermally
Customer Acquisition acqursition Purchasad develgped

celatonstups ntangibles intangihles Gosdwl software software Totad
Group £000 £000 £000 £ 000 £000 £000 €000
Cost
At 1 April 2014 7237 L] 8,548 16,542 - 1041 26,131
Foreign currency adjustment (273) {107) {380) {921) — - (1,301)
Additions - business combinations 7875 2582 10,457 14 884 - - 25,341
Additions — product development - - - - - 63 63
At 31 March 2015 14,839 3786 18,625 30,505 - 1,104 50,234
Foreign currency adjustment 230 93 323 758 - 1 1,082
Addittons — business combinations 1912 819 2,71 6,502 - 18 9,251
Additions ~ product development - - - - - 624 624
Additions — purchased software - - - - 426 - 526
Reclassification - - - - 1,953 - 1,953
At 31 March 2016 16 981 4,698 21,679 37765 2,379 1747 63,570
Amortisation and impairment
At 1 Apri 2014 1514 843 2,357 - - 445 2,802
Foreign currency adjustment (a7 (14) (31 - - - (ED)]
Amartisation during the year 1257 729 1986 - - 181 2,187
At 31 March 2015 2754 1558 4312 - - 826 4,938
Foreign currency adjustment 56 &9 105 - - - 105
Amortisation during the year 1639 862 2,500 - 64 213 2,778
Reclassification - - - - 1636 - 1,636
At 31 March 2016 4,449 2469 6,918 - 1700 839 9,457
Net bock value
At 31 March 2016 12,532 2229 14,761 37765 579 908 54,113
At 31 March 2015 12,085 2228 14,313 30 505 — 478 45,296
At 1 Apri 2014 5723 468 6,191 16 542 - 596 23,329

The customer relationships intangible asset acquired through the acquisition of Capscan Parent Limited has a carrymng value of £2,632,000 and a remarning
amortisation period of 5 6 years The customer relationships intangible asset acquired through the acquisition of TMG tv Liruted has a carrying value of
£703,000 and a remaining amortisation period of 6 6 years The customer relationships intangible asset acquired through the acquisition of CRD {UK)
Limited has a carrying value of £637 000 and a remaining amorusation period of 7 25 years The customer relationships intangible asset acquired through
the acquisitien of DecTech Solutions Pty Ltd has a carrying value of £3,352,000 and a remaining amortisaticn period of 8 1 years The customer relationships
mtangible asset acquired through the acquisition of CDMS Limited has a carrying value of £3 101 000 and a remaining amortisation period of 8 6 years The
customer relationships intangible asset acquired through the acquisition of Logate Inc has a carrying value of £1 802 000 and a remaining amortisation
period of 91 vears Intangible assets categorised as 'other acquisition intangibles’ include assets such as non-compete clausas and software technology

Goodwill arese on the acquision of GB Mailing Systems Limited e-Ware Interactive bimited Data Discoveries Holdings Limited Advanced Checking Services
Limited (ACS), Capscan Parent Limited, TMG tv Limited, CRD (UK) Lirmited DecTech Solutions Pty Ltd CDMS Limited and Logate Inc  Under IFRS, goodwill 1s

not amortised and (s annually tested for impairment {note 16)

During the period £317,000 of purchased software assets (at net book value} were reclassified as mtangible assets {previously classified as tangible assets)
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15 Intangible Assets continued
Purchased Development

software costs Total
Company €000 £000 £ 000
Cost
At 1 April 2074 - 997 997
Acquired on acquisition” - 32 32
Additions — product development - 63 63
At 31 March 2015 - 1092 1,092
Acquired on acquisition 23 - 23
Additions — product development - 624 624
Additions — purchased software 426 - 426
Reclassification 1,953 - 1,953
At 31 March 2016 2,402 176 4118
Amortisation and impairment
At April 2014 - 439 439
Amortisation during the year - 175 175
At 31 March 2015 - 614 614
Reclassification 1,636 - 1,636
Amortisation during the year 64 209 273
At 31 March 2016 1700 823 2,523
Net book value
At 31 March 2016 702 893 1,595
At 31 March 2015 - 478 478
At1Apnl 2014 - 558 558

On10ctober 2014 the trade assets and habilities of Advanced Checking Services Limited were transferred to the Company
Cn1April 2015 the trade assets and liabilities of COMS Liruted were transierred to the Company

During the period £317 000 of purchased software assets (at net book value} were reclassified as intangible assets (previously classified as tangible assets)

16 Impairment Testing af Geodwill

Goodwill acquired through business combinations has been allocated for impairment testing purposes to five CCGUs as follows
= Identity Solutions Unit {represented by the Identity Solutions operating segment excluding e-Ware)
+ Identity Praofing Unit (represented by the Identity Proohng operating segment excluding DecTech)

* e-Ware Interactive Urnut {part of the ldentity Solutions operating segment)
= DecTech Unit (part of the Identity Proofing operating segment)
* Logate Urit {part of the Identity Solutions eperating segment)

This represents the lowest level within the Croup at which goodwill 1s momitored for internat management purposes In previous years Data Discoveries
CDMS and Capscan were identified as separate CGUs but following the transfer of the trade assets and labilities to the Company these are now included
within the Identity Solutions Unit TMG, CRD and ACS were identified as separate CGUs but following the transfer of the trade assets and liabihties to the

Company, these are now included within the Identity Proofing Unit

Where there are no indicators of impairment on the goodwill arising through business combinations made during the year they are tested for impatrment no

later than at the end of the year

Carrying amount of goodwill allocated to CGUs

2016 2015
£000 £000
Identity Solutions Unit 11,672 11170
Identity Proofing Unit 5,293 5 293
e-Ware Interactive Unit 79 79
DecTech Unit 13,993 13,461
Logate Unit 6,728 -
CDMS Unit - 502
37,765 30,505
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16 Impairment Testing of Goodwill continued

Key assumptions used in vaiue in use calculations

The Group prepares cash flow forecasts using budgets and forecasts approved by the Directors which cover a three year penod and an appropriate
extrapetation of cash flows beyond this using 3 long-term average growth rate not greater than the average long-term retal growth rate in the terntory
where the CGU is based

The key assumptions for value in use calculations are those regarding the forecast cash flows discount rates and growth rates The Directors estimate
discount rates using pre-tax rates that reflect current market assessments of the time value of money and the risks specific to the individuat CGU Growth
rates reflect long-term growth rate prospects for the ecenomy in which the CGU operates

206 2015
Pra tax Growth rate Pre tax Growth rate
WACC (10 perpetuity) WACC (i perpetuity)
L3 % % %
Identity Selutiens Unst 82% 23% 6 8% 23%
Identity Proafing Unit 8 2% 23% 6 8% 23%
e Ware Interactive Unit 8% - 6 8% -
DecTech Unit 156% 27% 123% 29%
Logate Uit 127% 23% - -
COMS Unit - - 6 8% 23%

In the case of the e-Ware Interactive CGU the annual impairment review as at 31 March 2016 indicated that the recoverable amount exceeded the carrying
value by £50 000 (2015 £66,000) after assuming an annual cash flow attritton of 20% In assessing the future recoverable amounts cash flow attrition

1s assumed on the basis that the recoverable amount 1s associatad with only a small number of customers Any decline in estimated value-In-use IN excess

of that amount would ba liable to result in an imparrment The sensitivity which would result in the recoverable amount equalling the carrying value 1s an
absolute increase of 22 5% to the attntion assumption frem 20% to 42 5% The decrease in both the discount rate and profit margin that would be required o
result in an imparment are not considered to be reasonably poassible

In the case of the DecTech CGU the annual impairment review as at 31 March 2016 indicated that the recoverable amount exceeded the carrying value
of goodwill by £14,900,000 {2015 £14 200 Q00) and that any decline in estimated value in-use n excess of that amount would be Jiable to result in an
impairment The sensitvities which result in the recoverable amount equalling the carrying value can be summarised as follows

= anabsolute increase of 12 9% in the pre-tax weighted average cost of capital from 12 6% to 28 5%, or

» areduction of 52% n the forecast prafit margins

in the case of the Logate CGLY, the annual impairment review as at 31 March 2016 indicated that the recoverable amount exceeded the carrying value af
goodwill by £7 400 000 and that any decline In estimated value-in-use In excess of that amount would be hable to result in an irmpairment The sensitivities
which result in the recoverable amount equalling the carrying value, can be summarised as follows

+ an absolute increase of 9 7% 1n the pre-tax weighted average cost of capital from 12 7% to 22 4% or

» areduction of 52 4% in the forecast profit margins

The recoverable amount of the other CGUs exceed their carrying value on the basis of the respective assumptions shown above and any reasonably
possible changes thereof

17 Investments

Company £000
Cost

At 1 Apri 2015 48,321
Acquisition of subsidiary undertakings 12107
At 31 March 2016 60 428

Amounts written off
At 1 April 20115 and 31 March 2016 -

Net book value

At 31 March 2016 60,428
At 31 March 2015 48 321
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Details of the investments in which the Company holds greater than 20% of the nominal value of any class of share ¢apital are as fallows

Name of company

Dascription of holding

Proportion of voting rights
and shares held

Naturs of business

Capscan Parent Limited

Capscan Limited*

Advanced Checking Services Limited
Data Discoveries Holdings Limited
Data Discoveries Lirnted

Managed Analytics Limited*®
Fastrac Limited*

e Ware Interactive Limited

GB information Management Limited
GB Datacare Limited

G8 Mailing Systems Limited
Cihizensafe Limited

TelMe Global Traveller Limited
TelMe com Limited

Ebetsafe Limited

Farebase Limited

TMG tv Limited

CRD (UK) Lim:ted

DecTech Solutions Holdings Pty Lid
DecTech Solutions Pty Ltd*
CecTech Solutigns Sdn Bhd

Logate Inc

COMS Limited

Transactis Limited*

Inkfish Limited

Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordirary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares
Ordinary Shares

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Dormant company
Dormant company
Dormant company
Dormant company
Dormant caompany
Dormant company
Dormant company
Dormant company
Dormant company
Dormant company
Dormant company
Darmant company
Dormant company
Dormant campany
Dormant company
Dormant company
Dormant company
Dormant company
|D Risk Management
1D Risk Management
|0 Risk Management
1D Registration
Dormant company
Dormant company
Dormant company

Held indwrectly

DecTech Solutions Holdings Pty 1.td and DecTech Solutions Pty Ltd are incorporated 10 Australia DecTech Solutions Sdn Bhd (s incorporated in Malaysia
Logate Inc 15 incorporated in the United States of America All other subsidiaries are incorporated in the United Kingdom The Company accounts far its

investments In subsidiaries using the cost model

18 Investments in Associates

The Group had a 26 7% interest in Logate Inc, a private company based tn the USA which develops international addressing solutions geocading solutions
and lacation based services which are used in the Group s portfolio of products and services The associated undertaking was accounted for using the equity
method On 27 Apnl 2075 the Group acquired the remaining 73 3% of the shares in Logate Inc and its performance 1s included in the consohdated financial

statements since that date

The following table ilfustrates summarised financial information of the Graup’s investment in Logate Inc

016 2015
£000 £000
At 1Apnl - 10
Share of loss for the period - (10)
At 31 March - -
The Group s share of the results of its associate which i1s unlisted, and 1ts aggregate assets and habilities are as fallows 2016 2015
£000 £000
Share of balance sheet
Total assets - 531
Total rabihities - (669)
- (138)
Share of results
Revenue - 985
Loss after tax - (31)
Share of associate investment resuit - no)

At the acquisiion date of the remaining 73 3% of shares in Loqate the Group revalued its previously held equity stake in Logate at its acquisition-date fawr
value In accordance with IFRS 3 The resulting gain of £247 000 has been recogrised in the Consolidated Statement of Comprehensive Income
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19 Trade and Other Receivables

Trade recewvables are non interest bearing and are generally on 14 to 60 day terms At 31 March 2016 the value of trade receivables outstanding in excess of

the standard expected credit term but not impaired was £6,661 000 (2015 €6 308,000)

The credit qualhty of trade receivables that are neither past due nor impaired i1s assessed using a combination of historical information relating toa

counterparty default rates and external credit ratings where available

Group Company
2018 2015 2016 2015
£000 £ 000 £000 £000
Trade recevables 19,768 15592 15,519 12 429
Prepayments and accrued income 4,006 1.816 37 1148
23,774 17,408 18,836 13577
Trade receivables are shown net of an allowance for unrecoverable amounts movements on which are as follows
Group Company
W6 205 2016 2015
£ 600 £000 £000 £000
Balance at 1 Apnil 659 239 561 233
Acquired on acquisition 67 72 70 6
Additional pravisions 226 441 139 410
Write-offs (97N (93) (97 (88)
Balance at 31 March 855 659 &7 561
As at 31 March the analysis of Group trade receivables that were past due but not impaired 1s as follows
Neither past Past due but not imparred
due nor
Total tmpaired < 30 days 30 - 60 days > 60 days
£000 £000 {000 £000 £000
2016 19,768 13,107 2,720 504 3437
2015 15 592 9,284 2 754 KLE] 2,781
20 Cash Craup Company
2016 205 1016 2015
£000 £000 £ oo £ 000
Cash at bank and in hand 12,415 5778 9,663 13,845
12,415 15778 9,663 13 845
Cash at bank and in hand earns interest at floating rates based on daily bank deposit rates
21 Equity Share Capital 016 2015
£ 000 £000
Authorised
147 663,704 (2015 147,663 704) ordinary shares of 2 Sp each 3,692 3692
Issued
Allotted called up and fully paid 3.097 308
Share premium 2411 23,400
17,208 26 418
2016 2015
No No
MNumber of shares in issue at 1 Apnl 120,735,364 N0,149,466
Issued on ptacing - 8343284
Issued an exarcise of share aptions 3,151,028 2 242 614
Number of shares in 1ssue at 31 March 123,886,390 120 735 364

During the year 3151 026 (2015 10 585 B98) ordinary shares with a nominal value of 2 Sp were 1ssued for an aggregate cash consideration of E790 000
(2015 £11,284 000) In addition to this 1n 2015 the Company i1ssued shares with a fatr value of £500 Q00 as part of the consideration for the acquisition of
CDMS Limited The cost associated with the issue of shares in the year was £nil (2015 £330 00Q)
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In April 2014 the Group secured an Austrahan Dallar three year term loan of AUSS10 000 200 The debt bears an interest rate of +1 90% above the Australian
Doliar bank bill interest swap rate {'BBSW'} and matures in Apnil 2017 Security on the debt 1s provided by way of an all asset debenture

Group
2016 2015
£000 £000
Opening bank loan 4,389 -
New borrowings - 5,487
Repayment of barrowings - (752) 781
Foreign currency translation adjustment 105 (17
Closing bank loan 3,742 4389
Analysed as
Amounts falling due within 12 menths 582 746
Amounts falling due after one year 3,160 3643
3,742 4 389
23 Trade and Other Payables
Group Company
2016 2015 2016 2015
£ 000 £000 £ 000 £000
Trade payables 5572 2538 5051 2,273
Amounts owed to subsidiary undertakings - - 10,276 7443
Other taxes and social security costs 3.019 2086 2,824 N7
Accruals 8,200 9 454 6,957 7.639
Deferred income 13,752 9906 10,395 9,203
30,543 23984 35,503 28,075
24 Pravistons Group Company
016 2015 2016 2015
£000 £000 £000 £000
Openung balance 48 315 48 315
Provided for dilaptdation obligations in less than 1 year - 138 - -
Utilised an (405) an {267)
Closing balance n 48 3 48

Provisions associated with the costs of dilapidation ebligations on certain leasehold properties within the group are £25 000 {2015 £25,000) The cash flows
associated with these provisions are expected to occur in less than one year Costs of £6 000 are prowvided in relation to an onerous lease for a srnall property

that 1s vacant following the transfer of trade, assets and liabilities of CRD (UK} Limited to the Company during a prior year

25 Financial Instruments and Risk Managament

The Group s activities expose it to a vanety of financial risks including market risk {(including foreign currency risk and cash flow interest rate risk), credit
risk lquidity risk and capital management The Group s averall risk managerment programme considers the unpredictability of financial markets and seeks
to reduce potential adverse effects ori the Group's financial performance The Group does not currently use derivative financial Instruments to hedge foreign

exchange exposures

Credit risk

Credit risk 1s managed on a Group basis except for credit risk relating to accounts receivable balances which each entity 1s responsible far managing Credit
risk arises from cash and cash equivalents as well as credit exposures from outstanding customer receivables Management assesses the credit quality of the
customer taking inte account its financial position, past expenence and other factors For those sales considered higher risk, the Group operates a policy of
cashn advance of delivery The Group regularly moniters its exposure to bad debts in order to minimise exposure Credit risk from cash and cash equivalents

ts managed via banking with well established banks with a strong credit rating

GBG

Annual Report and Accounts 2016

73



Financial Statements

Notes to the Accounts continued

25 Financial Instruments and Risk Management continued

Fareign currency risk

The Group s foreign currency expasure asises from

+ Transactions (sales/purchases) denominated in foreign currencies,

« Monetary items (mainly cash receivables and borrowings) denominated in fareign currencies and
+ Investments in foreign operations whose net assets are exposed to foreign currency translation

The Group has currency exposure on Its Investment in a foreign operation tn Australia and partially offsets its exposure to Auctuations on the translation Into
Sterling by holding net borrowings n Austrahan Dollars In terms of sensitivitias, the effect on egquity of 3 10% increase in the Australian Dellar and Sterling
exchange rate would be an increase of £155,000 The effect on equity of 3 10% decrease In the Austrahan Dollar and Sterling exchange rate net of the effect
of the net tnvestment hedge In the foreign operation would be a decrease of £189,000

The Group has currency exposure on Its (nvestment in a foreign operation 1n the Urited States of Amenica In terms of sensitivities the effect on equity of
a 10% ncrease in the US Dollar and Sterling exchange rate would be an increase of £38 000 The effect on equity of a 10% decrease in the US Dollar and
Sterling exchange rate would be a decrease of £46 000

The exposure to transactional foreign exchange rnisk wathen each company 1s monitored and managed at both an entity and a Group level

Cash fow interest rate risk

The Group has hnancial assets and habihties which are exposed to changes tn market interest rates Changes in interest rates impact primarily on deposits

and loans by changing their future cash flows (variable rate) Management does not currently have a formal policy of determining how much of the Group's
expasure should be at fixed or variable rates and the Group does not use hedging mstruments to minimise its exposure However at the time of taking new
loans or borrowings management uses its judgement to determine whether it believes that a fixed or vanable rate would be more favourable for the Group
aver the expected period until maturity In terms of sensitivities the effact on profit before taxation of an increase/decrease in the basis points on floating

rate borrowings of 25 basis points would be £17 000

Liquidity risk

Cash flow forecasting 1s performed on a Group basis by the monitoring of rolling farecasts of the Group’s hquidity requirements to ensure that it has sufhcient
cash to meet operational needs and surplus funds are placed on deposit and avaslable at very short notice The matunity date of the Group's loan 1s disclosed
In note 22

Capital management

The Group manages its capital structure in order to safeguard the going concern of the Group and maximise shareholder value The capital structure of
the Group consists of debt which includes loans disclosed in note 22, cash and cash equivalents and equity attributable to equity holders of the Company,
comprising issued capital reserves and retained earnings

The Group may maintain or adjust its capital structure by adjusting the amount of dividend paid to shareholders returning capital to shareholders Issuing
new shares or selling assets to reduce debt

In order to achieve this overall abjective, the Group's capital management, amongst other things, aims to ensure that 1t meets financial covenants attached
to borrowings Breaches in meeting the financial covenants would permit the bank to immediately calt leans and barrowings There have been no breaches in
the financial covenants of any borrowings in the current period

No changes were made in the abjectives polictes or processes for managing capstal during the years ended 31 March 2016 and 2015

The table below summarises the matunty profile of the Group s financial habilities based an contractual undiscounted payments and includes contractual
Interest payments

Less than

On demand 12 months 1t 5 years Total

Year andad 31 March 2016 £000 £000 £000 £000
Loans - - 3495 3,895
Contingent consideration - 1,068 - 1068
Prowisions - 3N - Ell
Trade and other payables 5572 n219 - 16 791
5.572 12,318 3,895 21,785

74 CBG

Annual Report and Accounts 2016




Strategic Report Corporate Governance Financizl Statements

25 Financial Instruments and Risk Management continued

Less than

Cn demand 12 months 1105 years Tatal

Yuar ended 31 March 2015 £000 £ 000 £000 £000
Loans - - 4721 4721
Contingent canstderation - 5879 1027 6 906
Provisions - 48 - 48
Trade and other payables 2538 11,540 - 14078
2,538 17,467 5,748 25,753

The 2015 comparatives have been restated to include contractual interest payments affecting only the 1to 5 years analysis of toans

Use of financial instruments
A summary of the Group's use of inancial Instruments 1s set out In the Finance Review on pages 24 to 26

Set out below is an overview of Ainancial instruments, other than cash and short-tarm deposits held by the Group at 31 March

2016 2015
Loans and Fair value Loans and Fair value
raceivables profit or toss recevables profit or loss
£ 000 £000 £000 £000
Financial assets
Trade and other receivables 19,768 - 15,592 -
Total current 19,768 - 15592 -
Tatal 19,768 - 15 592 -
Financial liabilities
Loans 3,160 - 3,643 -
Contingent consideration - - - 895
Total non-current 3,160 - 3643 895
Trade and other payables 16,79 - 14078 -
Loans 582 - 746 -
Contingent consideration - 1,050 - 5733
Total current 17,373 1,050 14 824 5733
Total 20,533 1,050 18 467 6628

All financial assets and iabilities have a carrying value that approximates to far value For trade and other receivables allowances are made within the book
vajue far credif nsk

The Group does not have any defivative finangial instruments

Contingent consideration
The fair value of contingent consideration 1s the present value of expected future cash flows based on the latest forecasts of future performance

I March 2016 31 March 2015

£000 £000
Fair value within current liabitities
Contingent consideration 1,050 5733
Fair value within non-current liabilities
Contingent consideration - 895

Liabmties for centingent consideration are Level 3 financial instruments under {FRS 13 The Group classtfies fair value measurement using a fair value
hierarchy that reflects the significance of inputs vsed in making measurements of fair value The fair value hierarchy has the following levels
Level 1 — Quated prices (unadjusted) in active markets for identical assets or habilities
= Level 2 - Inputs other than quoted prices included within Level 1 that are observable for the asset or llability either directly (1 e as prices) or indirectly
{1 e derived from prices), and
Level 3 — Inputs for the asset or hability that are not based on observable market data (unobservable inputs)

For financial tnstruments that are recognised at the fair value on a recurring basis, the Group determines whether transfers have occurred between levels in
the hierarchy by re-assessing categorisation (based on the lowest level input that s signaficant to the fair value measurement as a whole) at the end of each
reporting period
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25 Financial Instruments and Risk Management continued

Financial liabilities

The Group has an Australian Dollar three year term loan of AUS510,000 000 The debt bears an interest rate of +1 90% above the Australian Dollar bank till
Interest swap rate {'BBSW )

The Group has an undrawn 3 year revolving credit facility agreement expiring in November 2020 which 1s subtect to alimit of £50 000,000 The facility bears
aninitial interest rate of LIBOR +1 50%

The facilities are secured by way of an all asset debenture

The Group 1s subject to a number of covenants in relation to 1ts borrowings which (f breached would result in toan balances becoming iImmedrately repayable
These covenants specify certain maximum hmits in terms of the following

* Leverage

+ Interest cover

At 31 Mareh 2016 and 31 March 2015 the Group was not in breach of any bank covenants

26 Otligations Under Leases

Payments made under operating leases are recogmsed in the income statement on a straight Iine basis over the expected term of the lease Laase incentives

received are recognised in the iIncome statement as an integral part of the total iease expense over the term of the lease

Future min:mum rentals payable under non-cancellable operating leases are as follows

Group Company
2016 2015 2016 018
£000 £ 000 E0Q0 £000
Not tater than one year 1,066 593 749 546
After one year but not more than hve years 1,585 1352 1,232 1341
After five years - - - -
2,651 1945 1,981 1,887

The Group leases various admiristrative offices and equtpment under lease agreements which have varying terms and renewal rights
A Greup campany sublet surplus space (n a property during the year and this agreement ended in May 2016

27 Share-based Payments
Group and Company
The Group operates Executive Share Option Schemes under which Executive Birectors managers and staff of the Company are granted options over shares

Executive Share Option Scheme

Options are granted to Executive Directors and employees on the basts of their performance Options are granted at the full market value of the Company s
shares at the time of grant and are exercisable batween three and ten years from the date of grant The options vest when the Company s earnings per
share ('EPS’) growth 1s greater than the growth of the Reta: Prices Index ('RPI ) over a 3 year period priar to the exercise date There are no cash settlement
altarnatives

Executive Share Option Scheme (Section € Scheme)

Options are granted to Executrve Directors and employees on the basis of their performance Optians are granted at the full market value of the Company s
shares at the time of grant and are exercisable between three and ten years from the date of grant The percentage of an option that will vest and be
capable of exercise will depend on the performance of the Company A minimum of 50% of the options will vest when the Total Shareholder Return { TSR )
performance of the Company as compared to the TSR of the FTSE Computer Services Sub-Sector over a three-year period matches or exceeds the median
company The percentage of shares subject to an option in respect of which that option becomes capable of exercise will then increase on a shiding scale so
that the option will become exercesable in full if top quartite performance is achievad

Executive Share Option Scheme (Section D Scheme)

Options are granted to Executive Diectors and employees on the basis of their performance Options are granted at the full market value of the Company s
shares at the time of grant and are exercisable between three and ten years from the date of grant The vesting of awards under the Section O Scheme s
subject to the achievernent of a normalhised EPS growth at an annual compound rate of 20% over the performance period The base year for the purposes of
the EPS target will be the financial year of the Company ended immediately prior to the grant of the award The performance period will be the three financial
years following the base year Section D Scheme options will only become exercisable to the extent they have vested in accordance with the EPS target
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27 Share-based Payments continued

Share Matching Plan

In the year ended 31 Mareh 2012 the Remuneration Committee introduced the Share Matching Plan Participants who invest a propertion of thew annual cash
bonus in GBG shares can recetve up to a multiple of their onginal investment in GBG shares calculated on a pre tax basis Any matching is conditional upon
achweving pre-determined Adjusted EPS growth targets set by the Remuneration Commuttee for the following 3 years Share Matching Plan options will anly
become exercisable to the extent they have vested in accordance with the Adjusted EPS target

GBG Sharesave Scheme

The CGroup has a savings-related share option plan under which employees save on a monthly basis over a three or five year period towards the purchase

of shares at a fixed price determined when the option 1s granted This price is usually set at a 20% discount to the market price at the ime of grant The option
must be exercised within six months of matunity of the savings contract otherwise It lapses

The charge recognised from equity settled share based payments in respect of employee services received during the year s £1 245 000 {2015 £971 000)

The following table illustrates the number and weighted average exercise prices {"WAEP ) of, and movements in share options during the year

2016 0% 015 008

Ne WAEP No WAEP
Qutstanding as at 1 April 6,724,777 2693p 8128123 24 91p
Granted during the year 1,561,245 8773p 907 489 112p
Forfeited dunng the year (13,298) 14 73p (&7732) 59 23p
Cancelled during the year (15,674) 127 43p (830) 76 80p
Exercised during the year (3,151,026) 25 07p' (2 242613) 12 66p?
Expired during the year ({88,000) 35 68p (19,600) 18 47p
Outstanding at 31 March 5018024 4628p 6724777 26 93p
Exercisable at 31 March 1,318,453 3896p 2722038 29 64p

1 The weighted average share price at the date of exercise for the options exertised is 217 51p
2 The weighted average share price at the date of exercise for the options exercised is 156 57p

For the shares outstanding as at 31 March 2016, the weighted average remaining contractual life 15 5 9 years {2015 61years)

The wetghted average fair value of options granted during the year was 133 46p (2015 143 32p) The range of exercise prices for options outstanding at the
end of the year was 2 50p - 272 25p (2015 2 50p — 159 00p)

The fair value of equity settied share options granted is estimated as at the date of grant using a binomial model taking into account the terms and
conditions upon which the options were granted The following table lists the inputs to the model for the years ended 31 March 2016 and 31 March 2015

2016 2015
Dividend yield (%) 07-09 10
Expected share price volatihity (%) 20-25 30
Risk-free tnterest rate (%) 09-13 12-19
Lapse rate (%) 50 50
Expected exercise behavigur See below See below
Market-based condition adjustrment (%) 48 00 48 00
Expected life of option [years) 30-50 30
Exercise price (p) 250-27225 250-159 00
Weighted average share price {p} 21751 15617

Other than for Matching Scheme optrons, it 1s assumed that 50% of options will be exercised by participants as soon as they are 20% or more 'In-the-rmoney
{1e 120% of the exercise price} and the remaining S0% of optians will be exercised gradually at the rate of 20% per annum for each year they remain at or
above 20% in-the money

For Matching Scheme options, 1t 1s assurned that participants will choose to exercise at the earliest opportunity (1 e vesting date) since the exercise price Is a
normnal amount and s therefore not expected to influence the timing of a participant s decision to exercise the options

The expected volatiity reflects the assumption that the historical volatility is indicative of future trends, which may not necessanly be the actual outcome

The market based condition adiustment takes into account the likelihood of achieving market conditions and allows for the fact that, If a Section C aption
vests, 1t does not always vest at 100%

No other features of options granted were incorporatad into the measurement of far value
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28 Profit Attributable to Members of the Parent Company
The profit dealt with in the financial statements of the Parent Company 1s £8 317000 (2015 £S5 676 000) There are no OCI items in either financial year

29 Description of Reserves

Equity Share Capital

The balance classified as share capital includes the total net proceeds (both namunal value and share premium) on 1ssue of the Campany's equity share capital,
comprising 2 5p ordinary shares

Merger Reserve
The balance on the merger reserve represents the fair value of the consideration given in excess of the naminal value of the ordinary shares issued in the
acquisitron of GB Mailing Systems by the tssue of shares

Caprtal Redemption Reserve
The balance classified as capital redemption reserve includes the nominzl value of own shares purchased back by the Company and subsequently cancelled

30 Related Party Transactions
Duning the year, the Group entered into transactions in the ordinary course of business with other related parties Transactions entered into and trading
balances outstanding at 31 March are as foliows

Purchases Net amounts
Sales torelated from related owed tod{by)

parties parties  related parties
Group £000 £000 £000
Associates
2016 - - -
2015 - 150 -
Directars (see betow)
2016 - 1 -
2015 - 33 8
Other related parties (see below)
2016 33 - {5)
2015 55 - {5)

Purchases Net amounts
Sales to related from related owed to/{by)

parties parties  related parties
Company £ 000 £ 00C £000
Subsidiaries
2016 915 e 10276
2015 709 128 7443
Associates
2016 - - -
2015 - 150 -
Directors (see below)
2016 - 1 -
2015 - 33 8
Other related parties (see below)
2076 33 - (s
2015 55 - {5)

The Chairman of the Company incurred some expenses via his censultancy business Rasche Consulting Limited

The Chief Executive of the Company i1s a director of Zuto Limited which 15 a chient of the Group Transactions with them have been reportad under the heading
of ‘other related parties in the table above

A Non-Executive Director of the Company (s a director of Avant: Communications Group Plc which 15 a chent of the Group Transactions with them have been
reparted under the heading of other related parties' in the table above
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Sales and balances between related parties are made at normal market prices Qutstanding balances with entities ather than subsidiaries are unsecured
interest free and cash settlement is expected within 30 days of invoice Terms and conditions for transactions with subsidiaries are the same, with the
exception that balances are placed on intercompany accounts with no specified credit period During the year ended 31 March 2016 the Group has not made
any provision for doubtful debts relating to amounts owed by related parttes (2015 £nil)

Compensation of key management personnel (including directars)

Group and Company

2016 2015
£000 £ 000

Short-term employee benehis 1,520 1,412
Post-employment benefits 24 22
Fair value of share options awarded 929 769
2,473 2,203

31 Business Combinations

Acquisitions in the year ended 31 March 2016

Group
Acqursition of Logate Inc

0n 27 Apnl 2015 the Group acquired additignal shares in Logate Inc ( Lagate ) taking 1ts shareholding to 100% of the voting shares Legate 15 an unhisted
company based in the United States of America and 15 a leading provider of global locatien intelligence data and technology The Company acguired
Logate to bring together all the data that sits behind its address and identity venfication solutions intg one common global platferm — making for a
seamless Integration of registration on-boarding and identity checking processes |t will also further support GBG's expansion by allowing access to the
North American market through Logata's significant partnerships with some of the world s largest software companies The Consolidated Statement of

Carnprehensive Income includes the results of Logate for the eleven month period from the acquisition date

The fair value of the identifiable assets and habilities of Logate as at the date of acqursition was

Farvalue
fecognised
on acquisiticn
£000
Assets
Technology intellectual property 756
Custorner relationships 1,912
Non compete agreaments 63
Plant and equipment 72
Internally develaoped softwara 18
Trade and other receivables 1,106
Cash 667
Trade and other payables (2 559)
Deferred tax habilities (929)
Total identifiable net assets at fair value 1106
Goodwill arising an acquisition 6502
Total purchase consideration transferred 7608
Purchase consideration
Cash 8 641
Value of original equity stake 247
Contingent consideration adjustment {1,280)
Total purchase consideration 7608
Analysis of cash flows on acquisition
Transaction costs of the acquisition (included in cash flows from operating activities) {108)
Net cash acquired with the substdiary {included i cash fiows from imvesting atlwines) 657
Cash paid (B B41)
Net cash outflow (8,082)

The fair value of the acquired trade recevables amounts to £627 000 The gross ameunt of trade receivables 1s £694,000 Nore of the trade receivables have
been impaired and 1t 1s expected that the full contractual amounts can be collected
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Finanoial Statements

Notes to the Accounts continued

31 Business Combinations continued
The goodwill recognised above Is attributed to intangible assets that cannat be :ndividually separated and reliably measured from Logate due to their nature
These items include the expected value of synergies and an assembled workfarce None of the goodwill is expected to be deductible for income tax purposes

The transaction costs of £108,000 associated with this acquisition have been expensed and are included 1n exceptional items in the Consohdated Statement
of Comprehensive Income and are part of operating cash flows in the Cash Flow Statement

From the cate of acquisition, Logate has contributed £4 140,000 of revenue and operating profits of £296,000 to the Group Hf the combination had taken
place at the beginming of the year the Group revenue and operating profits would have been £73 672,000 and £9,335,000 respectively

The fair values reported in the Interim Report were provisional due to the complexity of the determination of the fair value of ¢ertain assets and subsequent
completion accounts adjustments te the purchase consideration As a consequence the identifiable net assets has reduced by £217 000 compared to that
previously reported along with a reduction in the cash consideration of £33B 000 and an overail correspending reduction of £121 000 in the amount of
goodwill

Contingent consideration — Logate

As part of the share sale and purchase agreement a purchase price adjustment mechanism was agreed which at the acquisitian date had a fair value of a
purchase price reduction of £1,280,000 having been determined from management s estimates of the ranges and their respective likelihoods The contingent
consideration adjustment was determined and sett'ed with the selters before the year end resulting in a repayment of £1457,000 The difference was
recognised as an exceptional gain item in the Consolidated Statement of Comprehensive income (note 7)

Other business combination adjustments — DecTech

Ouring the year ended 31 March 2016 final settlement of AUS$9 500 000 (£4 700,000) was made relating to the first tranche of the contingent consideration
on the acquisition of DecTech resutting in a reduction in the contingent consideration habihty on the balance sheet At 31 March 2016, the value of the

second tranche of contingent constderation after partial unwinding of the discounting was AUS$1 970 GO0 (£1,050 000) Adjustments to the fair value of the
contingent consideration are made in the Consolidated Statement of Comprehensive Income under IFRS 3 (Revised) Business Combinations {note 7)

Other business combmation adustments — COMS

During the year ended 31 March 2016, final settlement of £1 000 000 was made relating to the contingent cansideration on the acquisition of COMS resulting
in areduction in the contingent consideration hability on the balance sheet Adjustments to the fair value of the cantingent cansideration for the unwinding of
discounting was made in the Consolidated Statement of Comprehensive Income under IFRS 3 {Revised) Business Combmations (nate 7)

Cempany

Acquisttion of COMS Limited

Orn1Apnl 2015 the Company acquired the trade, assets and habilittes of COMS Limited at book value Detalls of the assets and habtlities that were
transferred to the Company were as follows

Fair value
£ 000

Assets
Plant and equipment 137
Intangible assets - purchased software 23
Defarred tax assats 1093
Trade and other recaivables 2196
Cash 1197
Trade and other payables {1824}
Total net assets at fair value 2,822

The Directors believe that the fair values of the assets and liabilities were equal to the book values
Consideration for the transfer was equal to the book value of total net assets and was settled through intercompany accounts

The fair value of the acquired receivables amounts te £2,196 000 The gross amount of receivables 1s £2,266,000 None of the receivables have been
impaired and 1t 15 expected that the full contractual amounts can be collected
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31 Business Combinations continued

Acquisitions in the year ended 31 March 2015

Group
Acquisition of DecTech Solutiens Pty Ltd

Strategic Report

Cerporate Governance Financial Statements

On 9 May 2014, the Group acquired 100% of the voting shares of DecTech Solutions Pty Ltd {'DecTech ) an unlisted company based in Australia providing
fraud detection, credit risk management and customer management sclutions The Group acquired DecTech to enhance 1ts ability to serve its clients

globally by augmenting and broadening its product suite with highly complementary technology that s in demand in both established and developing

markets The Consolidated Statement of Comprehensive Income includes the results of DecTech for the eteven month period from the acquisition date

The fair value of the identifiable assets and habiities of DecTech as at tha date of acquisition was

Fairvalye

recogmsed
oanacquisition

£ 000

Assets

Technology intellectual property 1592

Customer relationships 4,262

Non compete agreements o

Plant and equipment 68

Deferred tax assets 181

Trade and cther receivables 957

Cash 628

Trade and other payables (1,219)
Deferred tax liabilities 1279)
Tatal identifiable net assets at far value 5,29

Goodwill arising on acquisition 14,382

Total purchase consideration transferred 19,673

Purchase consideration

Cash 14 212

Contingent consideration 5,461

Total purchase consideration 19,673

Analysis of cash flows on acquisttion

Transaction costs of the acquisitron {included in cash flows from operating activities} 73)
Net cash acquired with the subsidrary (included in cash flows from investing activities) 628

Cash paid (14,212)
Net cash outflow {13,657

The fair value of the acquired receivables amounts to £357,000 The gross amount of receivables is £977,000 None of the recaivables have been impaired

and 1t 1s expected that the full contractual amounts can be ¢ollected

The goodwill recognised above 15 attributed to intangible assets that cannot be individually separated and reltably measured from DecTech due to therr
nature These items include the expected value of synerg:es and an assernbled workforce None of the goodwill s expected to be deductible for income tax

purpases

The transaction costs of £73 000 associated with this acquisition have been expensed and are included in exceptronal items in the Consolidated Statement of
Comprehensive Income and are part of operating cash flows in the Cash Flow Statement

From the date of acquisition, DecTech has contnbuted £6 000,000 of revenue and adjusted operating prafits of £1 500 000 to the Group If the combination
had taken place at the beginning of the year, the Group revenue and adjusted operating prafits would have been £57,500,000 and £1¢ 600,000 respectively

The fatr values reported i the Interim Report were provisional due to the complexity of the determination of the farr value and tax basis of certain intangible
assets Asa consequence of the finalisation of these values, the identihable net assets at fair value has reduced by £198,000 compared to that previously

reported with a corresponding tncrease In the amount of goodwill
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Financial Statements

Notes to the Accounts continued

31 Business Combinations continued

Contingent consideration

As part of the share sale and purchase agreement, a contingent cash consideration of up to a maxsmum of AU5$11,500 000 has been agreed These
payments are subject to certain future revenue and profit targets being met At the acquisition date the discounted fair value of the contingent censideration
was esbimated at AUS$10,000,0C0 hawing been determired from management s estirnates of the ranges of profit farecasts and their respective ikelinoods
At 31 March 2015 the value of the contingent consideration after partial unwinding of the discounting was AUSS11 100,000 Adjustments to the fair

value of the contingent consideration are made in the Consolidated Statement of Comprehensive Income under IFRS 3 {Revised) Business Combinations
{mote 7} During the year ended 3t March 2016, final settlement of AUJ5$9,500,000 was made relating to the first tranche of the ¢ontingent consideration on
the acquisition of DecTech resulting in a reduction in the contingent consideration habihity on the balance sheet

Acqursttion of COMS Limited

On 1 November 2014, the Company acquired 100% of the vating shares of CDOMS Limited ('COMS ), an unlisted company based n the UK that aggregates
customer transactional data and delivers ant fraud and marketing related services to both the private and publc sectorsin the UK The Company acquired
COMS to strengthen GBG s identity datantelligence offerings with a unique data asset add a technalogy partfolio that complements GBG s existing solutions
and bring with it recurring revenues with blue chip customers The Consolidated Statement of Comprehensive Income includes the results of COMS for the five
month period from the acquisiticn date

The fair value of the identifiabie assets and habilities of CDMS as at the date of acquisition was

Fair value
recognised
an acquisitian
£000
Assets
Technology intellectual property 890
Customer relatianships 3613
Plant and equipment 227
Deferred tax assets 1093
Trade and other receivables 1,704
Cash 767
Trade and other payables (1,146)
Deferred tax labilities {304)
Total identifiable net assets at fair value 6,244
Goodwill arising on acquisition 502
Total purchase consideration transferred 6,746
Purchase consideration
Cash 5356
Fair value of shares 1ssued (343,284 shares at £1 4565) 500
Cantingent consideration 890
Total purchase consideration 6,746
Analysis of cash flows on acquisition
Transaction costs of the acguisiion {included 10 cash flows from operating activities) {258)
Net cash acguired with the subsidiary (included in cash flows from investing activities) 767
Cash paid {5 356)
Net cash outflow (4,847}

The fair value of the acquired recevables amounts to £1,704,000 The gross amount of recevables 15 £1,756,000 None of the receivables have been impaired
and it 15 expected that the full contracteal amounts can be collected

The goodwill recognised above Is attributed to intangible assets that cannot be individually separated and refiably measured from CDMS due to their nature
These items include the expected value of synergies and an assembled workforce None of the goodwill 1s expected to be deductible for income tax purposes

The transaction costs of £258 000 associated with this acquisition have been expensed and are included in exceptional items in the Consolidated Statement
of Comprehensive Income and are part of operating cash flows in the Cash Flow Statement

From the date of acquisition, CDMS has contributed £3,100,000 of revenue and adjusted operating profits of £400 000 to the Group The business had been
loss-making pnar to acquisiion and iIf the combination had taken place at the beginning of the year, the Group revenue and adjusted operating profits would
have been £59 400 000 and £9 800 000 respectively
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Strategic Report Corporate Governance Financial Statements

3% Business Combinatiens continued

Contingent consideration

As part of the share sale and purchase agreement a contingent consideration amount of up to a maximum of £1,000 00 has been agreed This payment
which will be settled by way of an issue of shares Is subject to certain future centract and revenue targets being met by the anniversary of the acquisition
date The number of shares to be 1ssued te satisfy the payment will be calculated by reference to the five business day volume-weighted average orice of GBG
shares prior 10 the date of Issue The obligation has been classified as a lsability 1n accordance with the provisians of IAS 32

AL the acquisttion date the discounted fair value of the contingent consideration was estimated at £890,000 having been determined from management s
estimates of the ranges of cutcomes and their respective likelihoeds At 31 March 2015, the value of the contingent censideration after partial unwinding
of the discounting was £934,000 Adjustments to the fair value of the contingent consideration are made in the Consolidated Statement of Comprehensive
Income under IFRS 3 {Revised) Business Combinations (note 7)

Other business combination adiustments

During the year enged 31 March 2015 final settlement of £500 000 was made relating to the contingent constderation on the acquisition of TMG tv Limited
resulting 1n a reduction in the contingent cansideration Lability on the balance sheet At 31 March 2014 this lability was included within non current liabihties
A downwards fair value adjustment of £250 000 was made to this contingent consideratian during the year reversing 1t to the Consalidated Statement of
Comprehensive Income under IFRS 3 (Revised) Business Combinations (note 7)

Company

Acquisition of Advanced Checking Services Lirmited

On 10ctober 2014 the Company acquired the trade, assets and liabilities of Advanced Checking Services Limited at book vatue Details of the assets and
habiities that were transferred to the Company were as follows

Fair value
£000

Assets

Plant and equipment 1

Intangible assets 32

Trade and other receivables 174

Cash 17
Trade and other payables (147}
Total net assets at fair value 77

The Directors believe that the fair vatues of the assets and llabilities were equal to the book values
Consideration for the transfer was equal to the baok value of total net assets and was settled through intercompany accounts

The fair value of the acquired receivables amounts to £174 000 The gross amount of receivables 1s £180,000 None of the receivables have been impaired
and 1t 15 expected that the full contractual amounts can be collected
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Fsnancial Statements

Notes to the Accounts continued

32 Contingent Consideration

Assets 2016 2015
Group and Company £ 000 £000
At 1 Apni - -
Recognition on the acquisition of substdiary undertakings 1280 -
Fair value adjustment to contingent consideration 177 -
Settlement of consideration (1.457) -
At 31 March - -
Liabilities

2016 2015
Group £ 000 £000
At1Apnl 6,628 750
Recognition on the acquisition of subsidiary undertakings - 5,351
Reversal of cantingent censideration to the Income Statement - (250)
Settlement of constderation (5.745) (500)
Unwinding of discaunt 255 653
Exchange differences on retranslation (88) {376)
At 31 March 1,050 6628
Analysed as
Amounts falling due within 12 months 1,050 5733
Amaunts falling due after one year - 895
At 31 March 1,050 6,628

The opening balance at 1 April 2015 represented contingent consideration amounts refating to the acquisition of CDMS and DecTech Ouring the year a final
payment of £1 000 C00 was made to settle the gutstanding obligation on COMS and a payment of £4 745 000 far the first tranche an DecTech The closing
batance at 31 March 2016 relates to provisions for contingent consideration for DecTech Exchange differences of £88,000 arese from the retranslation of
DecTech into pounds Sterling for cansafidation purposes and are not part of the fair value movement on the underlying contingent consideration

2016 2015

Compaay £0a00 caag

At 1 April 934 750

Recognition on the acquisition of subsidiary undertakings - 890

Reversal of contingent consideration to the Income Statement - (250}
Settlement of consideration {1,000) (500)
Unwinding of discount 7] 44

At 31 March - 934

Analysed as

Amounts fatling due within 12 months - 914

Amounts fatling due after one year - -

At 31 March - 934

The closing balance at 31 March 2015 relates to prowisions far contingent cansideration for CDMS
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Useful Information

Sharehalder Information

The Investors section of the Company’s website, www gbgplc com contains
detailed information on news, key financial information, annual reports,
share price information dividends and key contact details The foliowing

15 a summary and readers are encouraged to view the website for more
detailed information

Dividend Reinvestment Plan

The Company offers a Dividend Retnvestrnent Plan that enables shareholders
o reinvest cash dividends into additional shares in the Company Application
forms can be obtained from Equiniti You must arrange for your Dividend
Reinvestment Plan application farm to be received by Equiniti no later than 5
August 2016 to join the plan for the final dividend for the year ended

31 March 2016

Share Price Information

The clesing middle market price of a share of GB Group ple on 31 March 2016
was £2 68 Duning the year, the share price fluctuated between £169

and £2 83 The Company s share price Is avallable on the website

www gbgplc com, with a 15 munute delay and from the Landen Stock
Exchange website

Share Scams

Sharehelders should be aware that fraudsters may try and use high pressure
tactics to lure investors Into share scams Information on share scams can be
found on the Financial Conduct Authority s website, www fca org uk/scams

Financial Calendar

Ex-dividend date for 2016 final dividend Thursday 21 July 2016

Retord date for 2016 final diwdend Friday 22 July 2016
Annuat General Meeting Tuesday 26 July 2016
2016 final dividend payment date Friday 26 August 2016

Announcement of 2016 half year results December 2016

Shareholder Enquiries

GBG s aware that thera may be times when shareholders may wish to
contact the Company when there are changes in their circumstances (such
as when they have moved house or have got married and have charnged
their name} There may also be occasions when a share certificate has
been misplaced or lost and a duplicate copy 1s required In such instances
GBG s registrar Equintti 15 able to deal with these enquiries and take the
necessary action

Website hitps //equiniti com/contact/

Address Equinits Aspect House Spencer Road Lancing, West Sussex
BN99 6DA

Phone from UK 0371 384 2030
Phone from averseas +44 1214157047

Website

In addrtion to accessing the latest informatton about the Company and its

products and services, the following s also available from the GBG website

« caopies of announcements, press releases and case studies,

* coples of past and present annual and interim reports which can be
viewed and downloaded
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