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Highlights

Financial

Revenue

Recurring revenue

Adjusted EBITDA'

+22%

2018 £10.45m

Adjusted PBT 2

+33%

2018 £713m

Cash generated from operations #

+41%
El

2018 £1.0m

Net cash/(debt)s

+39%
El

+50%
Em

£0.47m

2018 £0.54m 2018 £0.80m 2018 £(0.92m)

Highlight 2019 2018 Change %
Revenue £12.77m £10.45m +22%
Recurring revenue as a % of total revenue 74% 68% +6%
Gross Margin £7.78m £5.99m +30%
Gross Margin % 61% 57% +4%
Adjusted EBITDA! £1.4Im £1.00m +41%
Adjusted PBT? £0.75m £0.54m +39%
Adjusted Basic EPS? 3.1p 2.3p +35%
Statutory loss before tax £(0.83)m £(0.01)m -
Basic EPS (2.8p) 1.0p -
Net cash/(debt)s £0.47m £(0.92)m -

1. Adjusted EBITDA, is earnings before interest, taxation, depreciation, amortisation of intangible assets, exceptional items,
fair value adjustments and share based payments.
2. Adjusted profit before tax (“Adjusted PBT") is profit before tax after adding back amortisation of intangible assets,

exceptional items, fair value adjustments and share based payments.
3. Adjusted Basic EPS is profit after tax after adding back amortisation of intangible assets, exceptional items, fair value

adjustments, share based payments and associated tax.

Cash generated from operations represents operational cashflows adjusted to exclude cashflows for exceptional items.
5. Net cash/(debt) represents cash balances less bank loans, finance lease liabilities and contingent consideration.
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Operational

+ Acquisition of Certus IT Limited in February 2019 for initial consideration of £8.0m
Successful placing of new ordinary shares raising £10.0m (gross) in February 2019
New 5-year bank facilities consisting of:

- £175mtermloan

— £3.25m acquisition revolving credit facility
« Implementation of Employee EMI Share Option Scheme
« Completion of office refurbishment programme

Post Period-End Developments

« Acquisition of Hub Network Services Limited for £1.45m in cash

+  Won Autotask International Partner of the Year 2019 Award
Certus IT acquired on a cash free debt free basis resulting in a post completion adjustment to the initial
consideration of £0.25m cash returned to the Group



oooooooooooooooooooooooooooooooooo

Strategic
Report



SysGroup plc Annual Report & Accounts 2019 9

Strategic Report

Chairman’s
Statement

We are pleased to present the Group's final results for the year ended 31 March 2019, delivering double digit growth in
revenue and Adjusted EBITDA and demonstrating the continued execution of the Group’s buy-and-build strategy. The
Group achieved a number of milestones during the year, progressing its journey of becoming the leading provider of
managed IT services.

The Group successfully raised £10.0m (gross) by way of an equity placing (‘Placing’) in February 2019 to fund further
opportunities for growth. On behalf of the Company and the rest of the Board, | would like to thank both our new and
existing shareholders for their continued support and commitment to our vision. The support by investors has been
mirrored by the commitment of Santander to the Group through the provision of £5.0m in new bank facilities. This
commitment places the Group in a strong position to continue to execute its growth strategy.

The Placing enabled the acquisition of Certus IT Limited (“Certus’) by the Group in February. The deal was
transformational adding new customers, expertise, further scale and enhanced geographical reach to the Group.
We expect Certus to be trading under the SysGroup brand later this financial year, and the majority of the operations
integration will take place in H2 FY20. We will continue to assess complementary acquisition opportunities in line with
our growth strategy.

The restructuring of the Board was completed during the year with the appointment of Martin Audcent as Chief
Financial Officer in July 2018, putting in place the last of the building blocks in establishing the right mix of experience
on the Board. These results mark the first full year with Adam Binks as Chief Executive Officer and the contribution

his leadership and vision has delivered to the Group is palpable. | believe we have the right team in place to see the
Company through to its next stages of growth.

The market environment remains buoyant and the opportunities for the Group as a trusted IT partner are long term.
Furthermore, we continue to invest in the business and our people, and | would like to thank all of our dedicated
employees for their contribution to the Group. I look forward to the new year with confidence.

Tt

Michael Edelson
Chairman
26 June 2019
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Strategic Report

Chief Executive
Officer’'s Report

Introduction

The 2019 financial year saw an acceleration of the Group's growth strategy, delivering against our expectations and
building upon the newly-formed business foundations established in the prior year.

The Company delivered revenue growth of 22% to £12.77m and adjusted EBITDA growth of 41% to £1.41m which
supported a 50% increase in cash generation to £1.2Im. Recurring revenues now represent approximately 74% of the
Group's total revenue (FY18: 68%), demonstrating our continued shift and strategic focus on higher quality earnings
over lower margin VAR. The addition of new managed service customers to this base has contributed to a steadily
growing monthly run-rate of recurring revenues, which, combined with the addition of Certus during the year, has
launched the business into the next stage of its growth roadmap.

We have spent considerable time during the year enhancing and streamlining the business platform, and ensuring
we remain close to our customer base. During the year we undertook a re-branding exercise, bringing all of the
previously acquired businesses under the SysGroup brand with a single go-to-market offering. We have continued
to invest in our people and systems to support the Group's growth strategy.

Market

We are still in the infancy in the journey to cloud adoption and fully outsourced IT, and customers and prospects
are looking to trusted IT partners to help them navigate the complexities of the outsourced IT landscape. Security,
compliance and IT governance remain the key drivers for businesses seeking expert advice in helping them to
ultimately outsource to ensure they remain protected and compliant.

The market for managed IT service providers remains highly fragmented and characterised by a plethora of small,
often localised players. Many of these players reach a natural ceiling, above which they do not have either the
inclination or expertise to grow. This provides significant opportunity for further consolidation and we expect to
continue to play a role in that in line with our buy-and-build strategy.

Strategy

The Group's clear strategy remains consistent: to expand its position as a trusted provider of Managed IT Services
to clients in the UK. The Board believes that a business focused on the provision of Managed IT Services offers the
highest growth opportunity and the potential for increased margins and longer-term contracts, thereby providing
greater revenue visibility. In pursuit of this strategy, the Group has positioned itself as an extension of a customer’s
existing IT department, with an emphasis on consultative-led sales to guide customers through the complexities
and developments in the market. The process is supplemented by customer service and support. The Group invests
in R&D to ensure its clients take advantage of the latest and best solutions available to them, with a vendor/cloud
agnostic approach.

The Company’s route to execute this strategy is through a combination of organic and acquisitive growth whilst
ensuring we create cross-selling opportunities across our acquired customer bases.
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Acquisitions

The acquisition of Certus IT in February was in line with our stated strategy of augmenting our growth with
carefully selected acquisitions. Certus is a well-established and growing managed services provider which has
a complementary service offering, geographical reach and customer base to SysGroup. Certus has bolstered
the Group’s existing managed service offerings, by expanding the enlarged Group’s current laasS customer base,
significantly adding to its managed connectivity portfolio and further strengthening the existing relationship with
Dell EMC by upgrading the Group to gold partner status.

Further, the Group announced the acquisition of Hub Network Services Limited (‘HNS”) earlier this week for a cash
consideration of £1.45m on a cash free debt free basis. HNS is a well-established B2B managed services provider
with a primary focus on delivering fast, low latency network connectivity and co-location solutions. The integration
of HNS into the Group’s existing operations has already commenced and we expect to be leveraging the operational
benefits of HNS from H2 FY20.

The Board continues to assess strategic acquisition opportunities that fit within its strict criteria and importantly,
further the Group's customer acquisition priorities.

New Banking Facilities

In February, the Company re-financed its existing term loan facility as a £1.75m term loan over five years and
arranged a new £3.25m acquisition revolving credit facility with Santander to provide additional financial flexibility
for the Group. The continued support from Santander further underpins the external confidence that has been
placed in the Board to deliver on the Group’s growth strategy as well as providing the Group with the capital to
deliver subsequent acquisitions.

The banking facilities have a five-year term with covenants that will be tested quarterly on a 12-month rolling basis
relating to interest cover, net debt to Adjusted EBITDA leverage and debt service cover.

Sales & Marketing

The investments that we have made in sales and marketing have already made a change to the business and we
will continue to see the benefits as we grow. The appointments that we have made to date, and continue to make,
include several highly skilled senior individuals reflecting our consultancy first approach. Our clients come to us with
complex IT needs and it is therefore important that our salespeople fully understand the options available to them
and are able to provide clients with a bespoke, end to end solution that best suits these needs.

The brand consolidation work concluded in the financial year has aided our sales effort and played a key role in
growing our pipeline of opportunities. Recognition of SysGroup is undoubtedly growing in the marketplace and,
with it, our reputation as a trusted provider. The unified brand will also accelerate our ability to integrate acquired
businesses with ease.

Financial Review

Group revenue for the year grew by 22% to £12.77m for the year to 31 March 2019 (2018: £10.45m) with growth from
existing customers and from the post-acquisition trading of Certus IT, acquired in February 2019. The revenue growth
resulted from an increase in higher quality Managed IT Services sales which is principally contracted income on
three-year contracts. Value Added Resale revenue of £3.3m was consistent with the prior year revenue of £3.3m.
Value Added Resale is a complementary sell to the customer base and is subject to the timing and size of customer’s
IT asset refresh cycles.
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Revenue by 2019 2019 2018 2018
Operating Segment £'000 % £000 %
Managed IT Services 0,448 74% 7130 68%
Value Added Reseller 3,325 26% 3,321 32%
Total 12,773 100% 10,451 100%

The Group adopted “IFRSI5 Revenue from Contracts with Customers” and “IFRS9 Financial Instruments” in this years’
financial statements and the changes required have had no material impact to the Group’s financial statements.
Further information on the adoption of IFRSI5, IFRS9 and the Group's revenue recognition policy is included in Note 1to
the Accounts.

Gross profit for the year was £7.78m (2018: £5.99m) representing a gross margin of 61% (2018: 57%). The increase in
gross margin percentage is attributable to the change in sales mix with the business focussed more on Managed
IT Services growth this year. In 2019, 74% of revenue (2018: 68%) came from Managed IT Services which has a gross
margin of 74% (2018: 75%). Value Added Resale was 26% of revenue (2018: 32%) with gross margin percentage
increasing to 25% in 2019 (2018: 20%) which reflects improvements made in our supplier procurement processes.

Operating expenses before depreciation, amortisation, exceptional items, fair value adjustment and share based
payments increased from £5.0m in 2018 to £6.4m in 2019 reflecting an increase in overhead costs from newly
acquired businesses and an increase in operational investment to enhance our Group Sales and Marketing teams.

Adjusted EBITDA was £1.41m for the year to 31 March 2019, an increase of £0.41m (+41%) compared to £1.0m in 2018.
Adjusted EBITDA is not a defined term and is calculated differently by each Company, the Directors consider that
Adjusted EBITDA figure is the most appropriate measure to assess the business performance since this reflects
the underlying trading performance of the Group. The reconciliation of Operating (loss)/profit to Adjusted EBITDA is
shown below:

Reconciliation of operating (loss)/profit to 2019 2018
Adjusted EBITDA £000 £'000
Operating (loss)/profit (659) 77
Depreciation 494 372
Amortisation of intangible assets 723 500
EBITDA 558 949
Exceptional items 736 581
Fair value adjustment - (540)
Share based payments 19 10
Adjusted EBITDA 1,413 1,000

The Group has incurred exceptional costs during the year of £0.74m (2018: £0.58m) comprising £0.55m for
acquisitions of which £0.49m relates to the acquisition of Certus IT Limited and £0.06m is attributable to a terminated
acquisition process. Exceptional costs also include £0.18m of costs associated with integrating acquired businesses
and restructuring the Group's internal operations. Amortisation of intangible assets was £0.72m (2018: £0.50m), of
which £0.66m (2018: £0.45m) relates to the amortisation of acquired intangible assets. The share-based payments
charge has increased to £0.12m in 2019. The higher charge results from the grant of share options, under new EMI
Schemes registered this year, to the Executive Directors and, in November 2018, to all SysGroup employees who,

at the time of grant, had been employed by the Group for over one year. The loss before tax for the year was

£0.83m (2018: £0.007m) and the loss position results from the impact of acquisition related exceptional costs and
amortisation of acquired intangible assets. The prior year loss before tax includes a one-off £0.54m credit in respect
of a contingent consideration adjustment.
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Cashflow & Net Debt

The cash inflow from operations for the year was £0.60m (2018: £0.21m). This includes interest and tax payments and
the £0.61m of cash costs from acquisitions, integration and restructuring (2018: £0.59m). The underlying operational
cash conversion, i.e. excluding the costs of acquisitions, integration and restructuring, was within expectations

at 86% of Adjusted EBITDA compared to 80% in 2018. The improvement resulted from improvements made to the
Group's working capital management this year with changes made to the timing of raising contract invoices and a
strengthening of our credit control processes.

2019 2018
Cash conversion £000 £000
Operational cashflows 601 207
Adjustments:
Acquisition, integration and restructuring cashflows Sl 592
Cash generated from operations 1,212 799
Adjusted EBITDA 1,413 1,000
Cash conversion 86% 80%

The cash balance increased by £2.06m to £3.38m (2018: £1.32m), with £0.60m of the increase coming from
operational cashflows and a net £1.46m from financing and investing activities. The investment cashflows include
£7.96m cash paid on completion to acquire Certus IT Limited and a £0.95m cash balance was acquired with the
Company. The acquisition was funded by a £10.0m equity share placing of 26,315,792 1p ordinary shares with net
proceeds, after related professional fees, of £9.34m. Net cash/(debt) comprises cash balances less bank loans,
finance lease liabilities and contingent consideration. At 31 March 2019, the Group had a net cash balance of £0.47m
(2018: net debt balance of £0.92m), a cash positive movement of £1.39m.

2019 2018
Reconciliation of Net cash/(debt) £000 £000
Cash balances 3,376 1,315
Bank loans - current (224) (216)
Bank loans — non-current (1,397) (1,742)
Finance leases (285) (275)
Contingent consideration (1,000) -
Net cash/(debt) 470 (918)

Consolidated Statement of Financial Position

The principal movements on the consolidated statement of financial position arise from the equity fund raise and
the acquisition of Certus IT Limited in February 2019. Non-current assets of £23.1m (2018: £13.6m) have increased from
the £5.78m goodwill and £3.78m acquired intangible assets relating to Certus. Net working capital including cash
balances is £0.57m (2018: £0.25m) and the impact of Certus working capital balances is detailed in note 10. Non-
current liabilities include £1.0m (2018: £Nil) of fair value contingent consideration relating to the Certus acquisition, this
is payable three months after the earn out period has expired in February 2020.

Following the £10.0m equity raise in February 2019, the equity attributable to the shareholders of the Company
has increased by £9.34m, representing the proceeds of the equity raise less the related costs. The share capital
of £0.49m (2018: £0.23m) has increased by £0.26m and the excess of the net proceeds above the par value of the
shares, £9.08m, has been allocated to the share premium account (2018: £Ni|).
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KPIs

14

The Board of Directors review the performance of the Group using the financial measures outlined below and an
explanation of the financial results is provided in the Financial Review above.

2019 2018 Change %
Revenue growth £12.77m £10.45m +22%
Recurring revenue as a % of total revenue 74% 68% +6%
Gross Margin £7.78m £5.99m +30%
Gross Margin % 61% 57% +4%
Adjusted EBITDA £1.41m £1.00m +41%
Adjusted PBT £0.75m £0.54m +39%
Statutory loss before tax £(0.83)m £(0.0)m -
Net cash/(debt) £0.47m £(0.92)m -

Principal Risks & Uncertainties

The Board is responsible for monitoring the Group’s principal risks and uncertainties which are considered in the

context of the nature, size and complexity of the business.

During the year, the Board recognised that a new role, Head of Legall,

Quality & Compliance, was required due to the

growth in size of the Group. This Senior Management Team position was recruited in H1 with specific responsibilities in
the areas of corporate governance, compliance and quality. A key project was undertaken to conduct a full review
and evaluation of the Group’'s principal risks and to formalise the Group's Risk Management Framework.

The review was conducted with the full input of the Senior Management Team with the objective to identify and
document the key risks in each area of the business and the principal controls in place to mitigate the risks. The
Board have reviewed the Risk Management Framework and will continue to formally review the Framework on an
annual basis in the future. The Head of Legal, Quality & Compliance is responsible for ensuring the Risk Management
Framework is maintained and updated, and any necessary actions are followed up.

A detailed description of the principal risks and uncertainties faced by the Group, their potential impact and

mitigating processes and controls are set out below.

Risk area Potential impact

Mitigation

Dependency on
key suppliers

The Group procures certain services from key
suppliers for the continued operation of its business,
the most significant of which are the supply of third
party software and datacentre services. If any of
these suppliers fail in the provision of their services
it may have an adverse effect on the Group's ability
to provide services to its customers.

Customer
retention

The Group provides an essential service to its
customers. Any diminution in the quality of service
provided could impact customer retention levels
and reduce revenue.

The Group continually assesses suppliers for
price competitiveness, technical innovation and
good financial standing, and are confident that
alternative providers are available in the market.

The Group monitors the quality of service provided
by the Customer Service teams. We conduct
customer surveys to measure feedback and we
hold regular service performance reviews with key
customers.
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Risk area

Potential impact

Mitigation

Reliance on high
value customer
contracts

Attracting
and retaining
high quality
employees

Network

Acquisitions

Business risk increases if the Group is over-reliant
on one or several high value customer contracts
since the loss of key contracts may have a material
impact on the financial performance of the Group.

The Group's business depends on providing

high quality service to customers from having

a motivated and skilled workforce. If the staff
turnover is too high there’s a risk that the Group has
insufficient skills and quality in the employee base.

The datacentres we utilise are linked by fibre that
we lease. Should the network fail there would be
an adverse impact on the service provided to our
customers.

The Group's strategy is to continue to make
earnings enhancing acquisitions to strengthen
its growth. We are reliant on suitable acquisition
targets becoming available in the market at
appropriate valuations.

Financing Risk

The Board monitors customer concentration
throughout the year with a target of customer
concentration below 5%. This target was achieved
in FY19 and is expected to remain under 5% in the
forthcoming year.

We have made significant progress in FY19 to
develop a corporate culture to attract and retain
our skilled employees. We have extended the
space and refurbished the Liverpool and London
offices, integrated the legacy acquisitions and
established a Senior Management Team with
clear accountability. We have created a People &
Culture team who launched “SysHub”, an online
platform for our employees with employee benefits
and Company latest news. In November 2018, we
issued EMI Scheme share options to a number of
our employees to allow them to participate and
benefit from the growth of the Company. We invest
in training and development and encourage our
teams to identify opportunities to innovate and
improve.

The Group has designed its network to have no
single point of failure, it connects with transit
providers at different geographical locations.

We mitigate this risk by regularly conducting
searches for targets and developing adviser
relationships who introduce targets. We believe the
UK market for MSP companies has characteristics
of fragmentation which provides opportunities for
consolidation. The Board considers all acquisition
valuations after robust due diligence processes
have been undertaken.

The inability to refinance the Group's core banking facilities could call into doubt the Group's longer-term viability.
The Group's current banking facilities cover all of its expected needs of the Group for the period of such facilities and
are sufficiently flexible to allow the Group to function effectively.

The Impact of Brexit

The Group continues to have little inter-territorial trade from the UK into Europe and vice versa. While Brexit has
already had an impact on exchange rates, there is inevitably some uncertainty around the likely impact of Brexit on

businesses.
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Outlook

The momentum achieved in the year has carried over into the start of the new financial year, and we expect that
pace of growth to continue. We have the right tools and strategic partnerships in place to meet clients increasingly
complex requirements and the relevant expertise to guide our clients from consultation, through to delivery and
on-going support. Our scale, customer base and geographical coverage have grown considerably and, importantly,
so too has the quality of our revenue streams. With a highly fragmented market and the continuing opportunity to
acquire good businesses to complement increasing organic growth, we remain optimistic for the future.

Adam Binks
Chief Executive Officer
26 June 2019
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Board of Directors’ Profile

Michael Edelson
Non-Executive Chairman

Michael brings a wealth of experience as a Board Director to
SysGroup plc. He has been a Founding Director or Chairman
of several companies admitted to the AIM market, including
Prestbury Group plc, Knutsford Group plc, Mercury Recycling
Group plc (now Ironveld plc) and ASOS PLC.

He was a non-executive Chairman of Bramhall plc,
subsequently renamed Magic Moments Internet plc and
then Host Europe plc, which acquired Magic Moments Design
Limited in September1999. He has also been on the Board of
Manchester United Football Club since 1982.

Martin Audcent
Chief Financial Officer

Martin was appointed as Chief Financial Officer on 16th
July 2018 as part of a newly established board to deliver on
the next stage of growth. Martin brings with him significant
senior finance and operational experience.

Martin is a Chartered Accountant, having qualified with PwC
in 2000, and joined the Group from NCC Group plc, where for
four years he was Associate Director of Finance and Group
Financial Controller. Prior to this he worked at Baker Tilly and
MBL Group plc in senior finance positions.

V-
Mark Quartermaine \V

i £
Non-Executive Director :

Adam Binks

Chief Executive Officer

Adam joined SysGroup in August 2014 and was appointed as
Chief Executive Officer on 3rd April 2018 after being formally
appointed to the board on 31st October 2017. Adam will

lead SysGroup through its next stage of growth, which will
incorporate strategic acquisitions and continued organic
growth to expand the customer offering and geographical
reach, as well as investment in capabilities and technology.

He has extensive experience in the Managed IT, Hosting

& Telecoms sectors across his 19-year career. Adam has
played a pivotal role in the transformation of the Group from
a mass-market web hosting Company, to the Managed
Services provider it is today.

Adam has previously held a number of senior management
& board level positions. Prior to joining SysGroup, Adam was
Sales & Technical Director at Vispa Ltd, a managed hosting &
connectivity provider based in Manchester.

fa

Michael Fletcher /
Non-Executive Director

Mark has over 30 years’ experience in the ICT industry in a
variety of executive, sales and marketing roles. He started
his career at IBM in 1984 where he held different executive
positions both in the UK and abroad culminating in running
the point of sale business in the US, as the Worldwide
Marketing Director for the Retail Division.

In January 2013 Mark joined the board of Alternative
Networks as a Non-Executive Director, he subsequently
moved to become COO in January 2014 and was then
appointed CEO in September 2015. Alternative Networks
was subsequently sold to Daisy Group for £165 million in
December 2016.

Mike has extensive public markets experience and is
currently Non-Executive Chairman of AIM listed Inspired
Energy PLC (INSE.L), which he helped to successfully bring to
market in November 2011. Mike is the Group CEO of Praetura
Group Limited, a specialist venture capital and advisory
business and sits on the board of several privately-owned
growth companies including Sorted Group, Peak Al, Aberla
Services, Artorius Wealth and EC3 Brokers.

Previously, Mike was a managing director for European
investment bank GCA Altium where he gained 10 years’
experience in M&A and corporate finance. He has advised
a range of clients from public companies, private equity
houses and entrepreneurs. Mike is a chartered accountant,
qualifying with PwC in 1999, and is FCA authorised.
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Directors’ Report

The Directors present their Annual Report and Audited Financial Statements for the year ended 31 March 2019.

Principal Activities

The principal activities of the business are the provision of Managed IT Services and Value Added Resale of products
and licences.

Business Review & Future Developments

A review of the Group’s operations and performance during the financial year, setting out the position at the year-
end, significant changes in the year and providing an indication of the outlook for the future is contained in the
Strategic report on pages 9 to 16.

Results & Dividends

The Consolidated Statement of Comprehensive Income for the year is set out on page 43. The Directors do not
propose the payment of a dividend for the year ended 31 March 2019 (2018: nil).

Financial Instruments

The Group uses various financial instruments. These include bank loans, finance leases, cash and various items
(such as trade receivables and trade payables) that arise directly from its operations. The main purpose of these
financial instruments is to raise finance for the Group's operations. The existence of these financial instruments
exposes the Group to a number of financial risks, which are described in more detail in note 3 to the Accounts.

In February 2019, the Group re-financed its bank loan of £1.75m and entered new loan facility arrangements with
Santander for a period of five years to February 2024.

Liquidity Risk

The Group seeks to manage financial risk by ensuring sufficient liquidity is available to meet foreseeable needs and
to invest cash assets safely and profitably. Short-term flexibility is achieved through available cash balances and its
overdraft facility.

Interest Rate Risk

The Group finances its operations through a mixture of bank loans, finance leases and the placing of new ordinary
shares. The bank facility is on a variable interest rate and the Directors consider this to be appropriate in the current
economic environment.
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Credit Risk

The Group's principal financial assets are cash, and trade and other receivables. These balances are actively
monitored to avoid significant concentrations of credit risk however the total of the cash balances and trade and
other receivables represents the maximum exposure to credit risk. In order to manage credit risk, managed service
agreements with customers state preferred collection by direct debit and limits are set for customers based on a
combination of payment history and third-party credit references. Credit limits are reviewed by the credit control
team on a regular basis in conjunction with debt ageing and collection history.

Directors

The Directors of the Company who held office during the year are as follows:

Name Position Held

Michael Edelson Non-Executive Chairman

Adam Binks Chief Executive Officer

Martin Audcent Chief Financial Officer (appointed 16 July 2018)

Mark Quartermaine Non-Executive Director

Mike Fletcher Non-Executive Director

Robert Khalastchy Non-Executive Director (resigned 21 September 2018)
Julian Liewellyn Chief Financial Officer (resigned 27 June 2018)

The interests of current Directors in shares and options are detailed in the Directors’ Remuneration Report on

page 25.

Share Capital

In February 2019, the Company raised £10.0m in an equity share placing to fund the acquisition of Certus IT Limited.

The Company issued 26,315,792 1p ordinary shares and the proceeds of the equity raise net of related professional
fees was £9.34m.

Significant Shareholdings

As of 1st June 2019, the Company has been notified of the following significant shareholdings:

Name Number of Shares Percentage Holding
Gresham House Asset Management Limited 10,224,086 20.7%
Canaccord Genuity 6,575,029 13.3%
Legal and General Investment Management Ltd 4,790,024 9.7%
Downing LLP 4,646,777 9.4%
Darren Carter 3,552,632 7.2%
Herald Investment Management Ltd 3,444,581 7.0%
William Currie 2,757,895 5.6%
Praetura Group Limited* 1,710,256 3.5%
Miton UK Microcap Trust PLC 1,632,656 3.3%

*Mike Fletcher (Non—Executive Director) is a Director and shareholder of Praetura Group Limited.
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Disclosure of Information to Auditors

The Directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditors are unaware; and each Director has
taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information
and to establish that the Company’s auditors are aware of that information.

Going Concern

The Directors have reasonable expectation that the Group has adequate resources to continue to operate for the
foreseeable future. For this reason, they adopt the going concern basis for preparing the financial statements.

Post Balance Sheet Event

On 24 June 2019 the Group announced the acquisition of Hub Network Services Limited (*HNS”), a Company registered
in England & Wales, for a cash consideration of £1.45m on a cash free debt free basis. HNS is a well-established

B2B managed services provider with a primary focus on delivering fast, low latency network connectivity and co-
location solutions.

Auditors

Pursuant to s487 of the Companies Act 2006, the auditor will be deemed to be reappointed and BDO LLP will therefore
continue in office.

By order of the Board

sy

/

Martin Audcent
Company Secretary
26 June 2019
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Directors’ Remuneration Report

Remuneration Committee

Membership of the Remuneration Committee comprises Mark Quartermaine (Chairman), Michael Edelson and Mike
Fletcher. The Committee meets at least twice a year and is responsible for determining and reviewing the policy
for the remuneration of the Executive Directors and such other members of the Senior Management Team as it is
designated to consider. The Remuneration Committee also approves the design of, and determines targets for, any
performance related pay schemes, reviews the design of any share incentive plans, determines the awards to the
Executive Directors and determines the policy for, and scope of, pension arrangements for each Executive Director.

Remuneration Policy

The Group has a policy to attract, motivate and reward individuals of the highest calibre who are committed

to growing the value of the business and to maximising returns to shareholders. The policy is as relevant to
Executive Directors as it is to employees, as we aim to reward Executive Directors and senior employees aligned
to the performance of the Group. The remuneration structure for all employees considers remuneration rates of
competitors to ensure continuity and commitment.

Directors’ Service Contracts

Each Executive Director has a service contract which is available for inspection at the Annual General Meeting.
The Group does not operate a final salary pension scheme. Executive Directors who are entitled to receive pension
contributions may nhominate a defined contribution scheme into which the Company makes payments on their
behalf.

Directors’ Remuneration

The salaries of the Executive Directors are reviewed annually and are considered in relation to the growth of the
Group, the contributions made by the Directors and the need to retain and motivate individuals. The annual salary
of the Chief Executive Officer is £150,000 and the Chief Financial Officer is £120,000. The salary/fees shown below
includes car allowance.

The Chief Executive Officer and Chief Financial Officer can earn a performance-based cash bonus of up to 50% and
25% of annual salary respectively. In respect of the financial year to 31 March 2019 the cash bonus was paid at the full
amounts.
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A summary of the total remuneration paid to Directors is set out below:

2019 2018

Salary Bonus Pension BIK Total  Salary Bonus Pension BIK Total
Director £'000 £000 £'000 £000 £'000 £'000 £000 £'000 £'000 £'000
Michael Edelson 40 - - - 40 40 - - - 40
Mike Fletcher 40 - - - 40 8 - - - 8
Mark Quartermaine 40 - - - 40 13 - - - 13
Adam Binks 165 75 8 1 249 48 - 6 - 54
Martin Audcent 93 30 4 1 128 - - - - -
Julian Llewellyn* 37 - 2 1 40 135 - 6 2 143
Robert Khalastchy 5 - - - 5 12 - - - 12
Christopher Evans - - - - - 90 - 5 - 95
Amy Yateman-Smith - - - - - 23 - - - 23
Total Remuneration 420 105 14 3 542 369 = 17 2 388

*In addition to the above Julian Liewellyn was paid £22,500 compensation for loss of office in July 2018.

Directors’ Long-Term Incentive Schemes

The Remuneration Committee implemented a new Long Term Incentive Plan (‘LTIP”) for the Executive Directors

in June 2018 following a review and recommendation from an independent firm of advisors. The LTIP has been
established to incentivise management to deliver long-term value creation for shareholders and ensure alignment
with shareholder interests.

The principal performance condition to which the award is subject is Total Shareholder Return (“TSR"). 25% of the
award of performance shares will vest if the Company achieves 10% compound annual TSR over a three-year
period to March 2021 (the “Period”) with full vesting at 25% compound annual growth with straight line vesting for
performance between 10% and 25%.

The Remuneration Committee granted Adam Binks, Chief Executive Officer, 750,000 performance shares with an
exercise price of £0.01 on 26 June 2018 and granted Martin Audcent, Chief Financial Officer, 450,000 performance
shares with an exercise price of £0.01on 16 July 2018 (the “Awards’). The shares have an expiry date of 25 June 2028
and 15 July 2028 respectively.

Subject to achievement of the performance conditions, up to 50% of the Awards will vest following the
announcement of the Company’s results for the financial year ending on 31 March 2021 with the balancing 50%
vesting following the anno