


Our vision is to ensure
that complex markets work
for everyone’s benefit
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(Gemserv remains
an efficient and cost
effective organisation




Chairman’s Statement

Gemserv makes utility, retail and environmental
markets work for everyone’s benefit. Major changes
are taking place within these markets, not least driven
by conclusions arising from the recent Competition &
Markets Authority (CMA) investigation into the energy
market. We are investing to ensure that we continue to
be the provider of choice to implement those changes.

As a company that seeks to win contracts to improve
the governance of markets, we govern ourselves

to the highest standards. A recent external Board
review carried out by FDS Group concluded that
“Gemserv has a very high performing Board and

any improvements detailed are enhancements

rather than critical issues”. We are addressing these
enhancements.

Our Non-Executive Directors (NEDs) rotate in line

with the UK Corporate Governance Code, though
Gemserv goes beyond the code by ensuring that NEDs
seek re-election on an annual basis. This ensures
independence, vitality and delivers fresh ideas and
different thinking.

| am pleased to welcome Matthew Rees to our Board.
Matthew is an Executive Board Member of the UK
Government’s Single Source Regulations Office. He
was Director of Corporate Finance at the National
Audit Office and has previously held posts at KPMG,

JP Morgan, Deutsche Bank and Merrill Lynch. Matthew

replaces Mike Jeans who stands down this summer.

I would like to thank Mike for his considerable
contribution to our Company. Mike has helped to
develop Gemserv into the highly respected business it
is today.

The Gemserv Board now has considerable strength
and a diversity of thinking styles. | plan to stand down

in the current financial year and recommend that Meriel

Lenfestey should take over as Chair. Meriel has been
working closely with our Chief Executive and myself to
prepare the Company’s management for the changes
our industry faces.

The deployment of smart meters and the emergence
of connected homes will present new data risks that
Gemserv’s information security practice is focussed
on mitigating. We believe that, in time, there will be
an explosion of applications making use of the wealth
of data and communications capability into homes.
We will enhance our information and data security
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credentials and position ourselves to ensure these
new data markets work for everyone’s benefit. We are
able to fund the investments we plan to make from
reserves.

Gemserv remains an efficient and cost effective
organisation. In addition to making substantial
investments, we are pleased to recommend a final
dividend of 86.46p per share for 2015/16. This is in line
with our policy of increasing dividend by RPI +1% year
on year.

| am proud to work with so many talented and highly
motivated individuals at Gemserv and | am very
confident in the Company’s future.

Nigel Bromley CDir FloD
Chairman, Gemserv Limited
2 June 2016




Services

Gemeserv’s services span the full life cycle of initiatives and programmes transforming policy into practice. This ranges
from the concept stage i.e. policy development, into solution identification & design, and then implementation i.e.
governance, right through to ongoing delivery plus review & maintenance. We can support either the full cycle from
cradle to grave or focus on one specific element as tailored to the client’s needs.

Policy
Development

Consultancy
(Subject Matter
Expertise)

Utility
Competition

Information

Security

Solution
Identification

Market
Design

Regulatory

Regimes

Implementation

Governance

Stakeholder

Engagement
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Chief Executive’s Report

Over the past year, we have seen significant changes
in the environmental and energy sectors. The
Government’s priorities have altered and our clients
have been preparing themselves for the outcome of
the CMA investigation and the deployment of smart
metering. It is testament to our ability to react quickly
and effectively to such change, that the Company ha
continued to deliver an excellent set of results, with
£15m revenue and operating profit of £1.6m, both u
on last year. Most importantly our operating margin
increased by 0.5%.

This success is the product of strong focus on
customer centricity and operational efficiency. We

have empowered our people with the authority to make

significant delivery decisions so that they can respond
rapidly and flexibly to the dynamic requirements of
our clients. This responsiveness has meant we have
been able to broaden the scope of work we have
done with existing clients and also led to the renewing
of important contracts such as the Microgeneration
Certification Scheme (MCS), independent Gas
Transporters’ Uniform Network Code (iGT UNC) and
our information security work with BT.

At the same time, we have invested in our internal
infrastructure to prepare for our next stage of growth.

We implemented a new corporate business information

system to enhance our financial controls and improve
our HR processes to ensure we cultivate and build
talent for the future. We would not have had the
success over the past year without our people, so it is
only right that our focus on people development has
never been clearer.

Looking forward, we will continue to face
transformational change and we will need to rise

to the challenge to position Gemserv to realise

the opportunities this creates. Our new five-year
strategy is framed around that challenge, with
additional investment planned to expand our services.

Furthermore, we will continue to seek to play an
influential role in external debates around the future
of environmental schemes and code administration.
This emphasis is a clear statement of our ambition.
We want to shape and influence change to be a key
rangements so we continue to build a
rofitable company which ensures
e benefit of everyone.

tive
2" June 2016




We have empowered ou
people with the authority
to make significant delivery
decisions
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Highlights

EXCELLENT RESULTS IN A CHALLENGING YEAR

2015/16 saw some tough trading conditions, with an end
to financing from Central Government for the Green Deal
Finance Company having a subsequent impact on our
role as the Green Deel Oversight and Registration Body
(GD ORB). Through our diversified business model we
were able to deliver strong results by developing added
value solutions with existing clients, renewing major
contracts like MCS and BT and attracting major new
clients such as Bournemouth Water, Network Rail and
Monarch Airlines.

RESPONDING TO THE CMA ENQUIRY

The CMA launched an investigation into the energy
market in June 2014, which continued through this
financial year to reach a provisional decision. Gemserv
was heavily involved in the review with respect to

the code administration aspects and worked with all
parties to propose a new Retail Energy Code. Our
Transformation team led this engagement with the CMA,
Ofgem and Government.

SECURING THE SMART METERING ROLLOUT IN
IRELAND

During the year, Gemserv was able to secure a major
new contract with the Commission for Energy Regulation

in Ireland. This win utilises our smart metering knowledge

from Great Britain with in depth information security
experience from our global contracts. The contract
includes the development of a security framework that
will help protect the critical national infrastructure that is
the National Smart Metering Programme.

WIDENING OUR SERVICES IN WATER

The water market in England is going through a
transformational change with the introduction of
competition for business customers in 2017. Gemserv
is very active in this changing market and has been
providing services to a number of water companies and
the regulator. These services range from calculating
effluent charges to strategic advice on the approach to
competition, including advising on business separation
and providing assurance.

Alex Goody
Director of Business Development
2n June 2016




_ Corporate Social Responsibility

Gemserv’s approach to Corporate Social Responsibility
(CSR) is framed by four pillars: Community,
Fundraising, Environment and Employment. These
pillars enable us to focus our passion and commitment
to supporting good causes and helping in local
community projects.

Over the last year we have supported our two main
charities, Macmillan Cancer Support, which cares for
people with cancer, and For Jimmy, which focuses on
educating young people to create a safer environment.
Both of these charities were chosen by our people and
we are proud to be working with them. In addition, we
have also supported a number of other charities by
participating in events and fundraising, including the
Movember Foundation, the British Heart Foundation
and Delete Blood Cancer.

Our work extends beyond fund raising. We have taken
greater responsibility for our urban environment by
working with the Urban Bee Project and locating two
hives of honey bees on the roof of our London office.
This is to aid the declining bee populations in the UK.

Our commitment to improving our environment
resulted in our re-certification to the ISO 50001
standard for our Energy Management System (EnMS)
and the ISO 14001 standard for our Environmental
Management System (EMS). This reflects the
importance we attribute to carbon reduction and
making our local environment cleaner for everyone’s
benefit.

In addition to our corporate level initiatives, we

also feel passionately about every day acts and

the value and fulfilment they can offer our staff and
our community. We created a Certified Volunteers

List, a tool for all our people that provides a suite of
volunteering opportunities to participate in during the
year. We support our volunteering activities by offering
every staff member one paid day to volunteer during
the year. Our people used the volunteering scheme to
participate in a number of initiatives, either as teams
or individuals, including the Greenwich Meantime Plant
Nursery, the Brentwood Retired Greyhound Trust and
supporting Future Focus Mock Interviews.

Our largest annual fundraising event of the calendar
year, RPI-X Factor, continues to draw talented
individuals from across the utilities and environment
industry to a ‘battle of the bands’ competition.
Musicians from across these sectors compete to
prove their musical talent, with the winners voted by
the audience. Last year’s event raised over £9,000 for
Macmillan Cancer Support and For Jimmy.

Our belief in volunteering and fundraising activities is a
fundamental part of our culture and DNA. We relish the
opportunities to contribute to our local community and
participate in fundraising events to raise awareness
for our charities. Our people understand that these
opportunities are there to make a difference for good
causes and improve our environment. Through their
efforts, we are proud to say that over the years we
have raised over £125,000 for charity. We want to do
more and therefore CSR will continue to be an integral
element of Gemserv’s culture.




Our belief in volunteering
and fundraising activities is a
fundamental part our culture

and DNA
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Directors’ Report

-

INTRODUCTION

The Directors present their report on the results of
the Company, together with the Strategic Report, the
Financial Statements and the Auditor’s Report, for the
year ended 31t March 2016.

RESULTS AND DIVIDENDS

In the year to 31t March 2016, the Company achieved
revenues of £15m (2015: £14.9m) and operating profit of
£1.6m (2015: £1.5m). Despite the impact of a challenging
environment in our core markets, with resulting delays in
the Smart Metering Programme and Government budget
cuts in environmental schemes (Green Deal), sustained
growth has been delivered. Our ability to decisively react
to the current challenges, whilst working with our clients
to position for the future changing industry landscape, is
reflective of the strong financial performance delivered.

In line with the Company’s dividend policy to increase
ordinary dividend payments by RPI plus 1%, the
Directors recommend an ordinary dividend of 86.46p per
share (2015: 84.69p) totalling £199k.

SHARE ISSUES

There were no share issues during the year.

DIRECTORS AND THEIR INTERESTS

The Directors who served during the year were as
follows:

e Nigel Bromley (Chairman)

e Mike Jeans

e  Meriel Lenfestey

e  Simon Wills*

e Matthew Rees (appointed 14" March 2016)
e David Thorne

e Jagjit Dosanjh-Elton

e Ken McRae (resigned 31t May 2016)

*Non-Executive Director from the shareholder
community.

No Director at 31t March 2016 had any beneficial
interest in any of the shares of the Company.

DIRECTORS’ RESPONSIBILITIES

Company law requires the Directors to prepare financial
statements for each financial year. Under that law,

the Directors have elected to prepare the financial
statements in accordance with FRS102 (Financial
Reporting Standards applicable in the UK and Republic
of Ireland). Under company law, the Directors must

not approve the financial statements unless they are
satisfied that they give a true and fair view of the state of
the affairs of the Company and of the surplus or deficit of
the Company for that period. In preparing these financial
statements, the Directors are required to:

e  Select suitable accounting policies and apply them
consistently;

e Make judgements and estimates that are reasonable
and prudent; and

e  Prepare the financial statements on a going concern
basis, unless it is inappropriate to presume that the

Company will continue in business.

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and
explain the Company’s transactions, disclose with
reasonable accuracy at any time the financial position

of the Company and enable them to ensure that the
financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the
assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and other
irregularities.

STATEMENT OF DISCLOSURE
OF INFORMATION TO AUDITORS

So far as the Directors are aware, there is no relevant
audit information (as defined by Section 418 of the
Companies Act 2006) of which the Company’s auditor is
unaware and each Director has taken all the steps that
they ought to have taken in order to make themselves
aware of any relevant information and to establish that
the Company’s auditor is aware of that information.

AUDITOR

Moore Stephens LLP is willing to seek reappointment
as the auditor to the Company. A resolution proposing
its reappointment will be put forward at the forthcoming
General Meeting.

P,

Jagjit Dosanjh-Elton
Chief Financial Officer
2 June 2016
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Strategic Report

PRINCIPAL ACTIVITIES

Gemserv provides bespoke end to end consultancy and
delivery solutions to its clients, primarily within the utility
and environmental sectors. Our services range from
providing specialist advice on market design, information
security and assurance to administering transformational
industry codes and national schemes.

We work with our clients to inform policy development,
shape the future operating landscape and implement
enduring solutions on behalf of government
departments, regulators, trade associations and market
participants.

Our innate ability to understand markets, and our client
requirements, uniquely positions Gemserv to deliver
seamless solutions that work for everyone’s benefit.

BUSINESS REVIEW

This year the business has delivered an exceptional
financial performance, with record revenues and
operating profit levels of £15m and £1.6m respectively.
This strong financial performance has been delivered
against a backdrop of a changing industry landscape.
We have embraced change by acting with agility,
strengthening our core business and working with a
cross section of industry stakeholders to shape the
future operating landscape in our key markets.

Acting decisively and with agility has been instrumental
in delivering a sustainable performance this year.
Government budget cuts and changes in Green Deal
policy, coupled with delays in delivering the Smart
Metering programme, has tested our operational
responsiveness. Our ability to align our delivery

model and drive out operational efficiencies through
restructuring, as well as substantive re-planning of
implementation programmes, has enabled the business
to deliver on client requirements, demonstrating our core
strength and resilience.

Strengthening the business, including our service
proposition, our client relationships, our expertise

and our business infrastructure has underpinned our
sustainable performance this year, as in preceding years.
Our focus on this has ensured we remain ahead of the
curve. As our industries evolve, so do our clients’ needs.
Anticipating these needs has informed our service
proposition, one in which the mix of capability, expertise
and services can be flexed in line with emerging
priorities.

Testament to the strength of our relationships and ability
to adapt to changing industry needs is our success in
securing the renewal of key contracts, particularly the
MCS, a scheme we have administered since 2008, the
iGT UNG, initially secured in 2007 and our information
security work with BT, a contract which is now in its
fourth year.

Looking forward, the future of our markets will be shaped
by the outcome of the CMA review, the changing nature
and delivery mechanisms of environmental schemes,

the increased cross cutting reliance on data and the
associated importance of such information. To effect
such change, our Delivery and Transformation teams
have been working with our stakeholders to inform policy
and debate. The strength of our stakeholder relationships
and the depth of our expertise naturally lends itself to the
business playing a pivotal role in designing the market
mechanisms to deliver the resulting change.

COMPANY STRATEGY AND
PERFORMANCE MEASURES

Gemserv’s aspiration is to continue to deliver sustainable
and profitable growth by ensuring markets work for
everyone’s benefit.

Leveraging our strong financial and operational business
model means the Company is well positioned to realise
its Vision. To this effect our strategic intent is centred on:

A: Accelerating growth by investing in existing
services, new business in new markets and by adopting
a proactive acquisition strategy;

B: Building relationships with our clients to deliver
exceptional service and with our stakeholders to position
Gemeserv for the future; and

C: Cultivating talent to realise full potential, deepen our
professional and intellectual capability and strengthen
our management and delivery capacity.

A focus on the aforementioned key areas will

position Gemserv to operate at the heart of existing
transformational programmes including Smart Metering
and Water Competition and will extend our reach into
other emerging areas such as Smart Connected Homes.
Coupled with this, a focus on strengthening our service
proposition will ensure we are able to continue to meet
our clients’ evolving needs.




20

From a commercial stance, our medium term goal is
to deliver £22m revenue with a double digit operating
profit margin by 2021. To achieve this goal, a period of
investment between now and then will be undertaken.
This will include organic and strategic investment, with
the latter potentially including a suitable acquisition

to extend our reach. It is our intention to fund such
investment through our cash reserves.

On an operational level, we track our performance
through a combination of financial and non-financial
targets which include:

e Gross Margin %;

e Forward looking secured income levels;
e New sales pipeline conversion rates;

e Upselling rates;

e  Utilisation levels;

e  Customer Satisfaction Survey results;

e Marketing effectiveness through PRACE (Plan,
Reach, Act, Convert, Engage) scores;

e Employee statistics (engagement, satisfaction and
diversity levels); and

e |nfrastructure performance levels.

Tracking these metrics provides foresight, to project
forward trends and inform our business risk analysis,
with the metrics acting as early warning indicators.

BUSINESS RISK

The Board collectively assesses business risk by
reviewing and updating the corporate risk register in the
context of developments in the external environment
and internal operations. The Audit and Risk Committee
evaluates the effectiveness of our risk management
processes and informs the Board of any key findings.

A number of core risks are continuously managed
including:

e The impacts of government, regulatory and

industry changes taking place in relation to our core

contracts;
e Financial dependency on key contracts;

e Delivery dependency on key technology/suppliers;

e Increased competition from existing code bodies,
international consultancy practices and major
outsourcing companies; and

e The risk of an information security breach.

Other internal operational risks include the retention of
key talent and infrastructure resilience. These risks are
regularly appraised and mitigating actions are put in
place as appropriate.

The risks facing the business are regularly assessed
against the medium-term Company Strategic Plan,
which is periodically modified to reflect significant
changes in the operating environment.

,3%&0,— 5

Jagjit Dosanjh-Elton
Chief Financial Officer
2" June 2016




Corporate Governance Statement

The Board of Directors is committed to the highest
standards of corporate governance and believes that
such standards are essential to business integrity and
performance.

Although Gemserv is not listed on a Stock Exchange,
the Board aligns its approach to Corporate Governance
with the Financial Reporting Council’s UK Corporate
Governance Code. The Board welcomes the guidance it
provides as the basis for preparing annual accounts.

This alignment reflects the interest of both our
shareholders and the clients that we serve.

BOARD OF DIRECTORS

The Board met ten times this year and has a schedule
of matters specifically reserved for its approval. In
particular, the Board is responsible for:

e Development and approval of strategy and key
policies;

e  The corporate risk register;

e Approval of major developments including
acquisitions;

e Approval of the annual business plan and budget;

e Board and Committee appointments and related
terms of reference;

e Review of management performance;

e  Approval of significant changes in accounting policy
and practice; and

e  Corporate Governance and internal control.

The Board acknowledges its responsibility for the
systems of internal control within the Company and

for ensuring these systems maintain the integrity of
accounting records and the safeguarding of its assets.
The purpose of these systems is to provide reasonable
assurance as to the reliability of financial information and
to maintain proper control over income, expenditure,
assets and liabilities.

GOING CONCERN

The Board confirms that, after making appropriate
enquiries, it is of the opinion that the Company has
adequate resources to continue in operational existence
for the foreseeable future. For this reason, it continues
to adopt the going concern basis in preparing these
accounts.
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FINANCIAL REPORTING

There is a comprehensive business planning system in
place with the strategy and the annual budget approved
by the Board. Monthly actual results are reported against
budget, and forecasts for the year are prepared regularly.
The Executive Team reviews the monthly reports.

RISK MANAGEMENT

The Audit and Risk Committee evaluates the
effectiveness of the risk management and reporting
framework on a periodic basis. The key findings

are reported to the Board, which is responsible for
examining and managing the major strategic, business
and operational risks that the Company faces on a
continual basis.

A Risk Management Framework has been established
that ensures risks are monitored and reported regularly
at all levels, and that appropriate actions are in place to
mitigate the perceived significant risks.

CONTROLS AND PROCEDURES

Gemserv maintains a comprehensive set of delegations
of authority and financial regulations, and all material
breaches are reported to the Audit and Risk Committee.
The financial controls and procedures are reviewed
regularly and compliance with them is assessed as

part of the annual audit. The Audit and Risk Committee
reviews internal controls for compliance with relevant
legislation.

SHAREHOLDER RELATIONS

The Board reviews its relations and communications with
shareholders on an annual basis. The Annual Report and
Accounts are presented to shareholders at a General
Meeting held in July of each year. A Non-Executive
Director from the shareholder community is represented
at Board level and the Board ensures an ongoing
dialogue with other shareholders through a range of
communications.




Committee Reports

The Board has three standing committees: an Audit
and Risk Committee; a Remuneration Committee; and
a Nominations Committee. Each is formally constituted
with terms of reference and includes at least two Non-
Executive Board members.

AUDIT AND RISK COMMITTEE

The Audit and Risk Committee assists the Board in

the execution of its responsibilities for Corporate
Governance and internal control, and has adopted
terms of reference modelled on those set out in the UK
Corporate Governance Code. This includes evaluating
the effectiveness of the risk management framework to
inform the Board’s approach in examining and managing
the strategic and operational risks facing the Company.

The members of the Committee are Non-Executive
Directors: Mike Jeans (Chairman), Simon Wills and
Matthew Rees. Mike Jeans will be retiring in July 2016,
with Matthew Rees taking over the position as the
Committee Chairman. The Chief Financial Officer is

the Secretary of the Committee. The External Audit
Partner and the Chief Executive also attend meetings as
required.

The Audit and Risk Committee approves the audit fees
and reviews the Company’s internal financial control
structure and external audit process. It monitors the
effectiveness of the Company’s internal controls, risk
management framework, the integrity of the financial
statements and proposed announcements, together with
any proposed changes in accounting policies, prior to
approval by the Board. The Committee also keeps under
review the objectivity and independence of the external
auditor and the nature and extent of the non-audit
services it provides. The Committee met three times
during the year and the key issues discussed included:

e Restatement of the prior year financial results
(2014/15) in accordance with FRS102;

e The implementation and performance of the new
Corporate Business System;

e Areview of the Risk Management Framework; and

e The Financial results and the Annual Report for
2015/16.

REMUNERATION COMMITTEE

The Remuneration Committee determines the
remuneration of the Executive Team on behalf of the
Board and approves the remuneration strategy for all
Gemserv employees. Its members are all Non-Executive
Directors who meet under the Chair of Meriel Lenfestey.
The Chief Executive and the Head of HR attend the
meetings to present proposals with respect to Gemserv’s
Remuneration Strategy. The Committee met three times
during the year and the key items discussed included:

* Reviewing the proposed annual remuneration,
including the levels of salary, bonus and pensions
payable to staff;

e Review of the remuneration package of the
Executive Team, including the operation of the
Senior Management Incentive and Retention
Scheme and the approval thereof; and

e Commissioning a Company Incentive Scheme
review in 2016/17 to assess the effectiveness of
current arrangements.

NOMINATIONS COMMITTEE

The Nominations Committee is chaired by the Board
Chairman and comprises all Non-Executive Directors.
The Committee manages the process for Board
appointments, ensuring there is a formal and appropriate
procedure for the appointment of new Directors to the
Board. The Committee is responsible for leading the
process and making recommendations to the Board.

In addition, the Committee is responsible for reviewing
succession planning for the Board and Executive Team
members in line with its approved terms of reference.

The Committee met four times during the year and the
key items discussed included:

e  The appointment process and recommendation for
a new Non-Executive Director; and

e  Succession planning for Senior Management.
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EXECUTIVE TEAM

The Board has delegated operational matters to the
Executive Team. The Executive Team is led by the Chief
Executive and includes two Executive Directors and
one Senior Manager. The Team formally meets twice a
month.

The Team is responsible for the development of
strategic options for consideration by the Board and
implementing the Company Strategy. The Team also
leads on providing oversight on commercial operations,
financial performance, Company risk profile and the
organisation’s resource planning.

P,

Jagjit Dosanjh-Elton
Chief Financial Officer
2" June 2016




Auditor’s Report

INDEPENDENT AUDITOR’S REPORT TO
THE MEMBERS OF GEMSERYV LIMITED

We have audited the financial statements of Gemserv
Limited (the “financial statements”) for the year ended
31st March 2016 on pages 26-38. The financial reporting
framework that has been applied in their preparation is
applicable by law including Financial Reporting Standard
102 ‘The Financial Reporting Standard applicable in the
UK and Republic of Ireland’.

This report is made solely to the Company’s members,
as a body, in accordance with Chapter 3 of Part 16

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

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

As explained more fully in the Directors’ Report, the
Directors are responsible for the preparation of the
financial statements and for being satisfied that they
give a true and fair view. Our responsibility is 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.

OPINION ON FINANCIAL STATEMENTS

In our opinion:

e The financial statements give a true and fair view of
the state of the company’s affairs as at 31t March
2016 and of its profit for the year then ended;

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

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

OUR APPLICATION OF MATERIALITY

The concept of materiality is used throughout our audit
process, and in evaluating the effect of misstatements
on our audit and on the financial statements. To assess
whether the financial statements are free from material
misstatement we define materiality as the magnitude of
misstatement that makes it probable that the economic
decisions of a reasonably knowledgeable person
relying on the financial statements would be changed
or influenced. A level of performance materiality is also
calculated to determine the extent of testing needed

to reduce to an appropriately low level the probability
that the aggregate of uncorrected and undetected
misstatements exceeds materiality for the financial
statements as a whole.

In establishing the audit strategy, it was determined that
the level of uncorrected misstatements judged to be
material for the financial statements and our audit overall
would be £300,000, approximately 2% of turnover.

We agreed with the Audit and Risk Committee that we

would report to them all unadjusted audit differences in
excess of £5,000, as well as any differences below this
figure to the extent this was considered necessary.

SCOPE OF THE AUDIT OF THE
FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts
and disclosures in 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
Company’s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of
significant accounting estimates made by the Directors;
and the overall presentation of the financial statements.
In addition, we read all the financial and non-financial
information in the annual report to identify material
inconsistencies with the audited financial statements and
to identify any information that is apparently materially
incorrect based on, or materially inconsistent with, the
knowledge acquired by us in the course of performing
the audit. If we become aware of any apparent material
misstatements or inconsistencies, we consider the
implications for our report.




OUR ASSESSMENT OF RISK
SIGNIFICANT TO OUR AUDIT

We identified the risk of revenue recognition, specifically
understatement as well as cut off, being the risk which
has had the greatest impact on our audit strategy

and scope. This is effectively the risk that the revenue
reported is inaccurate, incomplete or has been
recognised in the wrong period.

To respond to the risk identified above, we carried out
the following procedures: substantive testing from
project contracts and sales invoices, tracing details
through to the financial statements and reviewing cash
receipts; a comparison between reported amounts
and the company’s budgets, whereby any significant
differences were investigated; and a review of bank
transactions either side of the year end.

OPINION ON OTHER MATTERS
PRESCRIBED BY THE COMPANIES ACT
2006

® In our opinion the information given in the Chief
Executive’s Report, Committee Reports, Strategic
Report and Directors’ Report for the financial year
for which the financial statements are prepared is
consistent with the financial statements.

e The information given in the Corporate Governance
Statement set out on page 21 is 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:

Under the ISAs (UK and Ireland), we are required to
report to you if, in our opinion, information in the annual
report is:

e Materially inconsistent with the information in the
audited financial statements;

e Apparently materially incorrect based on, or
materially inconsistent with, our knowledge of the
company acquired in the course of performing our
audit; or

e  Otherwise misleading.
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In particular, we are required to consider whether

we have identified any inconsistencies between our
knowledge acquired during the audit and the Directors
Report that they consider that the annual report is fair,
balanced and understandable and whether the annual
report appropriately discloses those matters that

we communicated to the audit committee which we
consider should have been disclosed.

Under the Companies Act 2006, we are required to
report to you if, in our opinion:

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

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

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

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

Moo Sagaes Lef

Stephen Corrall FCCA (Senior Statutory Auditor)
for and on behalf of Moore Stephens LLP

Chartered Accountants and Statutory Auditor, London
13" June 2016




Statement of
Comprehensive Income

FOR THE YEAR ENDED 315" MARCH 2016

Notes
REVENUE 2
ADMINISTRATIVE EXPENSES
OPERATING PROFIT
Interest receivable and similar income
PROFIT BEFORE TAXATION 3
Tax on profit on ordinary activities 5

PROFIT FOR THE YEAR

2016
£°000

15,009
(13,391)

1,618
32

1,650

(63)

1,587

2015
£°000

14,884
(13,360)

1,524
27

There is no difference between the profit on ordinary activities before taxation and the retained profit for the year stated

above and their historical cost equivalents.

The notes on pages 30-38 form part of these financial statements.
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“Statement of Financial Position

AS AT 315" MARCH 2016

2016 2015
Notes £’000 £'000
FIXED ASSETS
Intangible assets 7 94 90
Property, plant and equipment 8 709 877
803 967
CURRENT ASSETS
Debtors 9 2,942 3,078
Cash equivalents 10 2,507 1,505
Cash at bank and in hand 11 4,586 4,137
10,035 8,720
CREDITORS
Amounts falling due within one year 12 (3,758) (3,979)
NET CURRENT ASSETS 6,277 4,741
TOTAL ASSETS LESS CURRENT LIABILITIES 7,080 5,708
PROVISIONS FOR LIABILITIES
Deferred taxation 13 (32) (52)
NET ASSETS 7,048 5,656
CAPITAL AND RESERVES
Share capital 14 230 230
Profit and loss account 6,818 5,426
EQUITY SHAREHOLDERS’ FUNDS 7,048 5,656

Approved by the Board and authorised for issue on 2" June 2016 and signed on behalf of the Board by:

W e

Nigel Bromley David Thorne
Chairman Chief Executive

The notes on pages 30-38 form part of these financial statements.




Statement of Changes in Equity

FOR THE YEAR ENDED 315" MARCH 2016

Notes

Balance at 15t April 2015

Profit for the year

Dividends paid 6

Balance at 31t March 2016

Balance at 15t April 2014

Profit for the year

Dividends paid 6

Balance at 315t March 2015

Profit
Share and Loss
Capital Account Total
£°000 £°000 £°000
230 5,426 5,656
- 1,587 1,587
- (195) (195)
230 6,818 7,048
Profit
Share and Loss
Capital Account Total
£°000 £°000 £°000
230 4,392 4,622
- 1,223 1,223
- (189) (189)
230 5,426 5,656




OStatement of Cash Flows

FOR THE YEAR ENDED 315" MARCH 2016

2016 2015
£°000 £’000

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 1,650 1,551
Adjustments for

Interest received (32) (27)

Depreciation of property, plant and equipment 280 244

Amortisation of intangible fixed assets 7 -

Loss on disposal of property, plant and equipment 13 2

Decrease in debtors 136 42

(Decrease)/increase in creditors (52) 923
CASH FROM OPERATIONS 2,002 2,735
Tax paid (252) (190)
NET CASH FLOWS FROM OPERATING ACTIVITIES 1,750 2,545
CASH FLOW FROM INVESTING ACTIVITIES
Interest received 32 27
Purchase of plant, property and equipment (125) (966)
Purchase of intangible fixed assets 1) (90)
NET CASH FLOWS FROM INVESTING ACTIVITIES (104) (1,029)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid (195) (189)
NET CASH FLOWS FROM OPERATING ACTIVITIES (195) (189)
NET CASH INCREASE IN CASH AND CASH EQUIVALENTS 1,451 1,327
Cash and cash equivalents at the beginning of the period 5,642 4,315
Cash and cash equivalents at the end of the period 7,093 5,642
Cash and cash equivalents at the beginning of the period (MCS) - 6,315
Movement in MCS bank account during the period - (6,315)
Cash and cash equivalents at the end of the period (MCS) - -
Total cash and cash equivalents at the beginning of the period 5,642 10,630
TOTAL CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 7,093 5,642
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Notes to the

Financial Statements _

1. ACCOUNTING POLICIES

A summary of the principal accounting policies, all of
which have been applied consistently throughout the
year, are set out below:

BASIS OF PREPARATION OF
FINANCIAL STATEMENTS

The financial statements have been prepared under

the historical cost convention in £ sterling being the
functional currency of the Company and in accordance
with the Financial Reporting Standard 102, ‘The Financial
Reporting Standard applicable in the United Kingdom
and the Republic of Ireland’ and the Companies Act
2006.

The Company has taken advantage of s402 Companies
Act 2006 not to prepare group accounts on the basis
that the exclusion of Red Island Consulting Limited, its
dormant subsidiary, would not have a material impact
upon these financial statements.

The following principal accounting policies have been
applied:

TRANSITION TO FRS 102

These are the first financial statements to comply with
FRS 102. The Company transitioned to FRS 102 from
previous UK GAAP on 1st April 2014. There have been
no changes required to either the current or comparative
figures as a result of the transition.

REVENUE

Revenue is recognised upon completion of service or
at agreed milestones to the extent that it is probable
that the economic benefits will flow to the Company
and the revenue can be reliably measured. Revenue is
measured as the fair value of the consideration received
or receivable, excluding discounts, rebates, value added
tax and other sales taxes. Where contracted services
have been rendered but not invoiced at the year end,
the value of these services is recognised within accrued
income. Conversely, where services have been invoiced
in advance, these sums are carried forward at the year
end as deferred income and included in creditors.

FINANCIAL INSTRUMENTS

The Company only enters into basic financial instrument
transactions that result in the recognition of financial
assets and liabilities like trade and other accounts
receivable and payable. Financial assets are measured
at the present value of amounts receivable, less an
allowance for the expected level of doubtful receivables.
Financial liabilities are measured at the present value of
the obligation.

FOREIGN CURRENCIES

Assets and liabilities in foreign currencies are translated
into sterling at rates of exchange ruling at the balance
sheet date. Transactions during the period are translated
at the rate of exchange ruling at the date of the
transaction.

OPERATING LEASES

Property rentals payable under operating leases are
charged against profit on a straight line basis over the
duration of the lease period.

INTANGIBLE FIXED ASSETS

Intangible fixed assets are stated at cost less
amortisation. The Company’s policy is to amortise
intangible fixed assets at rates calculated to write off
their cost, less their estimated residual value, over their
expected useful lives from the date of purchase on the
following basis:

e Software: 3-5 years

PLANT, PROPERTY AND EQUIPMENT

Plant, property and equipment is stated at cost less
depreciation. The Company’s policy is to depreciate at
rates calculated to write off the cost of plant, property
and equipment, less its estimated residual value, over
its expected useful life from the date of purchase on the
following basis:

e Leasehold improvements: over the lease period to
the break point of 23 May 2024;

e  Computer and office equipment: 2-4 years; and

e  Office furniture: 4-5 years.
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PENSION COSTS

The Company operates a defined contribution scheme.
Contributions are charged in the profit and loss account
in the period in which they are paid.

CURRENT AND DEFERRED TAXATION

The tax expense for the year comprises current and
deferred tax. Tax is recognised in the Statement

of Comprehensive Income, except that a change
attributable to an item of income and expense
recognised as other comprehensive income or to an item
recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the
basis of tax rates and laws that have been enacted or
substantively enacted by the balance sheet date in the
countries where the Company operates and generates
income.

The Company has, in the past, made claims for
Research and Development tax credits, the benefits of
which are uncertain until such time as they are approved
by H.M. Revenue & Customs. Due to this level of
uncertainty, the Company only recognises such credits
once any benefit has been received, however, this
approach can lead to significant adjustments in respect
of prior periods.

Deferred balances are recognised in respect of all timing
differences that have originated but not reversed by the
Balance Sheet date, except that:

e The recognition of deferred tax assets is limited
to the extent that it is probable that they will be
recovered against the reversal of deferred tax
liabilities or other future taxable profits; and

e Any deferred tax balances are reversed if and when
all conditions for retaining associated tax allowances
have been met.

Deferred tax balances are not recognised in respect of
permanent differences except in respect of business
combinations, when deferred tax is recognised on the
differences between the fair values of assets acquired
and the future tax deductions available for them and the
differences between the fair values of liabilities acquired
and the amount that will be assessed for tax. Deferred
income tax is determined using tax rates and laws that
have been enacted or substantively enacted by the
balance sheet date.

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

In preparing the financial statements, management is
required to make estimates and assumptions which
affect reported income, expenses, assets, liabilities and
disclosure of contingent assets and liabilities. Use of
available information and application of judgement are
inherent in the formation of estimates, together with
past experience and expectations of future events that
are believed to be reasonable under the circumstances.
Actual results in the future could differ from such
estimates.

CRITICAL JUDGEMENTS IN APPLYING
THE COMPANY’S POLICIES

The most critical is the estimation of revenue receivable
for certain contracts undertaken during the year, which
are included in current assets at management’s estimate
of the fair value attributable to those contracts.




O

32

2. REVENUE

2016 2015
£°000 £°000
REVENUE BY GEOGRAPHIC AREA IS AS FOLLOWS:
UK 14,410 14,565
Rest of Europe 599 299
Other - 20
15,009 14,884
3. PROFIT BEFORE TAXATION
THIS IS STATED AFTER CHARGING:
Depreciation and Amortisation of Fixed Assets 287 244
Loss on disposal - Tangible Fixed Assets 13 2
Staff costs (see note 4) 6,810 6,260
Foreign exchange loss 55 29
Payments under operating lease 441 456
Auditor’s remuneration:
Audit services 20 20
Non-audit services 3 3
23 23
4. STAFF COSTS
STAFF COSTS (INCLUDING DIRECTORS’ REMUNERATION) DURING THE YEAR AMOUNTED TO:
Wages and salaries 5,820 5,323
Social security costs 662 652
Pension costs 328 285
6,810 6,260
THE AVERAGE NUMBERS OF DIRECTORS AND PERMANENT
STAFF EMPLOYED DURING THE YEAR WERE: No. No.
Non-Executive Directors 4 4
Executive Directors 3 3
Permanent Staff 114 103
121 110

DIRECTORS’ REMUNERATION

The total amount of Directors’ remuneration and other benefits was £779k (2015: £766k). The remuneration of the
highest paid Director was £279k including £17k pension contribution (2015: £275k including £16k pension contribution).

Directors’ remuneration includes £177k (2015: £176Kk) in respect of the Senior Management Incentive and Retention
Scheme. Pension contributions of £44k (2015: £42k) were made in respect of 3 Directors (2015: 3).

David Thorne has a season ticket and health care loan and Jagjit Dosanjh-Elton has a season ticket and gym loan in
accordance with the Company’s normal terms for staff. The maximum amount advanced to David Thorne and Jagjit
Dosanjh-Elton in the year was £3,616 and £5,198 respectively. The amount outstanding at the end of the year was
£1,727 and £1,665 respectively.

KEY MANAGEMENT REMUNERATION

The total amount of key management remuneration and other benefits was £1m. The Management Team was created
this year and consisted of senior managers who have responsibility for business operations.




5. TAX ON PROFIT ON ORDINARY ACTIVITIES

ANALYSIS OF TAX CHARGE FOR THE PERIOD

UK corporation tax on profits for the period

Foreign taxation

Adjustments in respect of R&D tax credits for prior years 2013/14 and 2014/15
Total current tax

Deferred tax
Origination and reversal of timing differences
Effect of increased/(decreased) tax rate on opening balance

Tax on profits on ordinary activities

FACTORS AFFECTING TAX CHARGE FOR THE PERIOD

Profit before tax

Tax on profits at 20% (2015: 21%)
Effects of:
Expenses not deductible for tax
Fixed asset timing differences
Marginal relief
Adjust opening deferred tax to average rate of 20% (2015: 21%)
Adjust closing deferred tax to average rate of 20% (2015: 21%)
Adjustments in respect of R&D tax credits for prior years 2013/14 and 2014/15
Tax on profits on ordinary activities
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6. DIVIDEND

AMOUNTS RECOGNISED AS DISTRIBUTIONS
TO ORDINARY SHAREHOLDERS IN THE YEAR:

Final 2015 ordinary dividend of 84.69p (2014: 84.25p) per share paid in the year

AMOUNTS NOT RECOGNISED AS DISTRIBUTIONS
TO ORDINARY SHAREHOLDERS DURING THE YEAR:

Proposed final 2016 ordinary dividend of 86.46p (2015: 84.69p) per share

2016
£°000

2015
£°000

The proposed final 2016 ordinary dividend is subject to approval by shareholders at a General Meeting and has not

been included as a liability in these financial statements in accordance with FRS 102.

The Company Secretary holds 463 shares in reserve. The final 2015 dividend of £400 due on these shares has been

waived.

7. INTANGIBLE FIXED ASSETS

COST

At 15t April 2015
Additions
At 31t March 2016

AMORTISATION

At 1st April 2015
Charge for the year
At 31st March 2016

NET BOOK VALUES

At 31 March 2016
At 31 March 2015

COST

At 15t April 2014
Additions
At 31t March 2015

AMORTISATION

At 1t April 2014
Charge for the year
At 31 March 2015

NET BOOK VALUES

At 315t March 2015
At 31t March 2014

Gemasen
Gemserv

SOFTWARE

£°000

90
11
101

~

94
90

SOFTWARE

£°000

90
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8. PROPERTY, PLANT, AND EQUIPMENT

COST

At 15t April 2015
Additions
Disposals

At 31st March 2016

DEPRECIATION

At 1t April 2015
Charge for the year
Disposals

At 31st March 2016

NET BOOK VALUES

At 31stMarch 2016
At 31t March 2015

COST

At 15t April 2014
Additions
Disposals

At 31st March 2015

DEPRECIATION

At 15t April 2014
Charge for the year
Disposals

At 31¢t March 2015

NET BOOK VALUES

At 31t March 2015
At 31t March 2014

LEASEHOLD
IMPROVEMENTS
£°000

601
25

626

40
85

125

501
561

LEASEHOLD
IMPROVEMENTS
£°000

320
597
(316)

601

286
70
(316)

561
34

OFFICE &
COMPUTER
EQUIPMENT

£°000

543
100
(51)

592

366
155
(38)

483

109
177

OFFICE &
COMPUTER
EQUIPMENT

£°000

551
206
(214)

543

439
140
213)
366

177

-
-
N

OFFICE
FURNITURE
£°000

164

164

25
40

139

OFFICE
FURNITURE
£°000

177
163
(176)

164

167
34
(176)
25

139

-y
o

TOTAL
£°000

1,308
125
(1)

1,382

TOTAL
£°000

1,048
966
(706)

1,308

892
244
(705)
431

877
156
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9. DEBTORS

2016
£°000
Trade debtors 1,691
Other debtors 139
Prepayments and accrued income 1,112
2,942

Included within prepayments and accrued income is an amount of £395K (2015: £5K) which is expected to be

recovered after more than one year.

10. CASH EQUIVALENTS

Fixed rate interest bearing cash deposits 2,507

2015
£'000

1,946

1,085
3,078

1,505

A treasury reserve of £2m is fixed for 1 year but can be accessed earlier subject to penalties. The deposit of £0.5m can

be released by giving 95 days’ notice to the bankers.

11. CASH AT BANK AND IN HAND
Cash at bank 4,586

12. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors 364
Other creditors including social security 768
Corporation tax 82
Accruals and deferred income 2,544

3,758

661

252
2,350
3,979




13. DEFERRED TAXATION

2016 2015
£’000 £’000
Capital allowances 39 59
Short term timing differences (7) (7)
Deferred tax liability 32 52
THE MOVEMENT DURING THE YEAR IS AS FOLLOWS:
Balance at 15t April 2015 52 (23)
Capital allowances (14) 76
Short term timing differences - (1)
Effect of change of tax rate on opening balances (6) -
Balance at 31t March 2016 32 52
14. SHARE CAPITAL 2016 2015
£°000 £’000
Authorised 500 500
500,000 Ordinary shares of £1 each (2014: 500,000)
Called up, issued and fully paid 230 230
230,258 Ordinary shares of £1 each (2014: 230,258)
15. FINANCIAL COMMITMENTS
The Company’s total commitments for non-cancellable rent obligation
under operating lease for its premises is as follows:
2016 2015
£°000 £°000
Due within one year 345 -
Due within two to five years 2,278 2,051
Due after more than five years 1,791 2,361

i. The Company signed a 10 year lease on its current premises on 23 May 2014 which included a rent free period of
27 months. Accordingly there is no rent due until September 2016.

ii. Under the Senior Management Incentive and Retention Scheme rules, part of the bonus entitlement is conditional
on the scheme member remaining in continuous employment for a further 36 months’ qualifying period and
therefore is not provided for in these financial statements. At 31t March 2016, the aggregate sum of conditional
bonuses under the scheme was £222k (2015: £170k).
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16. PENSION SCHEME

The Company operates a defined contribution scheme. The charge for the year of £328k (2015: £285k) represents con-
tributions payable to the scheme in respect of the year ended 31t March 2016.
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LONDON OFFICE

8 Fenchurch Place
London, EC3M 4AJ

Telephone: 020 7090 1000
Fax: 020 7090 1001
finance@gemserv.com

IRELAND OFFICE

Fitzwilliam Hall Business Centre,
Fitzwilliam Place, Dublin 2

Telephone: +353 (0) 1 669 4630
business.support@gemserv.com

O PEOPLE: Awarded Best Companies

*
best companies

One Star Accreditation for 2015.

PEOPLE: As a mark of Gemserv’s continued commitment to
developing our staff's skills we have been independently recognised
for the commitment we make to shared values within the company
and have held the Investors in People standard since 2005.

ENERGY: Gemserv’s Energy Management System (EnMS)
is independently certified to ISO 50001 and enables us to
continually improve the efficiency of our energy use.

ENVIRONMENT: Gemserv is committed to continuous improvement
in its environmental performance and operates its business in
accordance with its Environmental Management System (EMS),
which has been independently certified to ISO 14001.

SECURITY: Gemserv utilises an Information Security Management
System (ISMS), which has achieved certification to the ISO 27001
standard, a robust audit and certification scheme.

QUALITY: Gemserv operates a thorough and wide-ranging
Quality Management System (QMS) in the provision of our services.
Our Quality Management System is certified to ISO 9001.




