
Solid performance
and steady growth

FINANCIAL AND OPERATIONAL HIGHLIGHTS

FINANCIAL HIGHLIGHTS

+25.3%

Revenue (£m)

2018 31.24

2017 24.94

+19.1%

Operating profits (£m)

2018 8.80

2017 7.39

Adjusted** earnings per share (p)

2018 10.46

2017 18.53

10.46p+23.3%

Adjusted* profit before tax (£m)

2018 2.96

2017 2.40

OPERATIONAL HIGHLIGHTS

 > £20 million new money fund raising and admission to AIM in August 2017

 > Five acquisitions with aggregate annual revenues of some £14 million completed in the year

 > Hong Kong office opened, now approved as a foreign law firm
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£55.0m

Gross assets (£m)

2018 55.0

2017 24.9

4.0p

Dividend 
(2018)

£8.90m

Cash balances of  
(2018)

 > Strong pipeline of potential acquisitions

 > Innovative remuneration model continues to attract lawyers

* Adjusted profit before tax represents the profit before income tax after adding back non-recurring items and after deducting partners’ profit shares treated in 
statutory accounts as non-controlling interests.

** Adjusted earnings per share is computed from adjusted profit before tax after deducting remaining non-controlling interests and taxation.
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Focussed on quality,
not quantity

GROUP AT A GLANCE

We are a fast growing international legal and professional services group. Our broad reach enables us to 
add value and create opportunities for our clients, making connections between them and our extensive 
network of contacts and experts.

WHERE WE OPERATE

We concentrate on jurisdictions where UK law is common or international  
law is the main business.

OUR BRANDS

UK

Hong Kong
Focussed on high 
quality work in 
London and 
throughout the UK. New presence in 

China — building a 
business of scale.

Alen-Buckley Solicitors 
Specialists in property and 

probate work

CW energy LLP 
A leading independent corporate 

tax consultancy

eLegal Technology Solutions 
Specialists in legal and 
professional services 
technology solutions

Gordon Dadds LLP 
 One of the UK’s most ambitious 

full service firms with specialists in 
every major area of law

GD Financial Markets LLP 
Focussed on business consulting, 

resource augmentation and 
managed services

Hanover Pensions, The Hanover Trustee 
Company, Hanover Financial Management 

Consulting actuaries, employee benefit 
advisers, pension scheme administrators 

and investment management services

Metcalfes Solicitors 
A firm of general practice solicitors focussed 

on high net worth individuals and 
corporate clients

Michael Kelly & Co 
Specialists in conveyancing

White & Black 
Expertise in technology, corporate law, and 

related intellectual property and 
dispute aspects

Gordon Dadds Group plc  
Report and Financial Statements 2018 

4



A PERIOD OF EXCITING CHANGE

We have achieved a lot in a short period of time. Following the flotation  
in 2017 we have a strong balance sheet and a significant pipeline of acquisitions 
under consideration which position us to grow rapidly and profitably.

£5.4m £19.74m £20.99m £25.07m

Partners

75
Staff 

401

New LLP 
formed to take 
control of 
Gordon Dadds

Acquisition of 
commercial and 
property 
practices from 
Harris Cartier

Acquisition of 
Davenport Lyons

Acquisition  
of Jeffrey  
Green  
Russell

Acquisition  
of Prolegal  
from Capita

Acquisition of 
Hanover Group

Acquisition  
of CW Energy

Acquisition of 
Alen-Buckley

Acquisition of 
White & Black

Reverse  
takeover  
by Work  
Group PLC

Acquisition  
of Thomas  
Simon

Acquisition  
of Metcalfes  
Solicitors

FY2013

Group Revenue

FY2014 FY2015 FY2016 FY2017 FY2018

£31.24m
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Technology  
Solutions  
founded

Investment 
in James 
Stocks & Co

Deloitte 
consulting 
team joins

Acquisition  
of immigration  
practice from  
Platt & Associates  



A year full of activity
and satisfying results

CHAIRMAN’S STATEMENT

Our overall objective is  
to profitably and rapidly 
grow the business in 
professional services

It is a great pleasure to present my first annual statement to 
shareholders, following my appointment as chairman of Gordon 
Dadds Group plc in August 2017 when the reverse takeover of 
Gordon Dadds Group Limited was completed. It has been a year full 
of activity and one which has produced very satisfying results that 
enable the Board to recommend a dividend payable to shareholders 
in September 2018.

The results for the year set out in these financial statements show 
adjusted profit before taxation* of £2.96 million on total revenues 
of £31.24 million. These results mask the growth which has been 
made in the year through acquisition, the majority of which 
occurred late in the year and therefore had little impact on 
revenues and profits in the year ended 31 March 2018. In a full year, 
we estimate that total revenues would have been more than 
£42 million, with profits also significantly higher.

The Board’s overall objective is profitably and rapidly to grow the 
business in professional services by acquiring additional revenue 
which can be efficiently processed through the Group’s bespoke 
administrative systems. As the traditional partnership model for 
solicitors breaks down, the Group is ideally placed for growth in  
the legal services sector. The Group has a significant pipeline of 
acquisitions under consideration and is increasingly focusing on 
opportunities with fee income of £10 million to £100 million.
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The Group has also established a presence in Hong Kong and is 
looking to build a significant business there, servicing the Chinese 
market and its ambitions outside China. We will also examine 
opportunities in other overseas jurisdictions where UK law is 
common or international law is the main business.

The Group has the ability to deliver this objective as it has a 
management team that is experienced in acquisition and 
integration and a reward structure that is more attractive to 
lawyers than the traditional partnership model. These factors  
are complemented by the financial strength of the balance sheet 
following last year’s successful AIM flotation and £20 million 
fund raising.

At the time of flotation, it was the Board’s target to double fee 
income within three years and to grow the net margin of the Group 
over time to 15%. Achieving the first of these targets is imminent 
and management has the second, longer term, objective within 
its sights.

The Board has recommended a dividend of 4.0p per share payable 
on 14 September 2018 in respect of the part of the year following 
flotation, which reflects the delivery of the Group’s encouraging 
maiden results. The Board intends to pursue a progressive dividend 
policy reflecting profit growth, subject to the capital requirements 
of the Group. It is intended that dividends will be paid twice a year 
with one payment in April representing around a third of the total 
and a larger payment in September.

A year full of activity
and satisfying results

The Group continues to 
have a significant pipeline 
of acquisitions under 
consideration and is 
increasingly focusing on 
opportunities with fee 
income of £10 million to 
£100 million

Anthony Edwards
Chairman

Gordon Dadds Group plc 
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QUALITY PARTNERS

Quality partners
Gordon Dadds’ proposition exceeded that of any of its rivals. 
Every year since the merger has seen a positive step 
forward whether in the form of another acquisition, the 
opening of a new office or listing on the AIM market.  
The partners are happy to concentrate on fee earning  
and business development unshackled by the hassles of 
management and politics of a traditional partnership. 
Partner loyalty and staff morale are high and this is a 
testimony to the energy and direction of the firm.

Rebecca Ferguson,  
Head of Capital Markets
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We expect to achieve significant further growth during the year from additional acquisitions, 
together with organic growth arising principally from the increasing cross-referral of clients 
between the Group’s businesses and especially as the more specialised businesses take 
advantage of the Group’s full-service capabilities.

Our flotation on AIM in August last year provided the Group with a strong balance sheet from 
which to continue its rapid development. Almost all the staff in the Group at the time acquired 
shares (and no shareholders sold). It also brought the Group and its business model to the 
attention of a wide audience of investors and potential targets and this has assisted our growth.

Traditional legal services businesses in the UK continue to be beset by succession problems 
— how to release partners’ capital, how to fund the necessary investments in the business, how 
to cope with increasing regulation. Our model relieves the partners of such firms from these 
and many other problems.

We are building a highly profitable
fast growing business

CHIEF EXECUTIVE’S REVIEW

Our flotation on AIM in 
August last year provided 
the Group with a strong 
balance sheet from  
which to continue its 
rapid development

The year has been one of great progress for the Group, which  
now has annualised revenues of over £42 million. We are building  
a highly profitable and fast growing international legal and 
professional services group. Our aim was to double revenues  
in three years and we are well on the way to achieving that within 
just one.
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We are building a highly profitable
fast growing business

Differentiated by quality
Strong high quality balance sheet to facilitate  

further acquisitions 

Full service multi-disciplinary offer  
with significant potential for cross-referrals 

Compelling market dynamics aligned  
with business model and strategy 

 Innovative remuneration model  
built to attract and retain talent 

Unique technology hub and low  
cost back office platform 

Management team experienced in  
acquisition and integration

Gordon Dadds Group plc 
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11

STRATEGIC REPORT

Gordon Dadds Group plc 
www.gordondaddsgroup.com



The acquisitions we have completed during the year were:

• Alen-Buckley: in June 2017 we acquired the business and certain assets of this leading South 
London firm of solicitors

• CW Energy: in October 2017 we acquired the business and certain assets of this highly 
profitable specialist corporate tax advisory firm

• White & Black: in January 2018 we acquired this firm of specialist corporate FinTech solicitors

• Metcalfes: also in January 2018 we acquired the business and certain assets of this well 
established Bristol firm of solicitors which had just acquired with our guidance the business 
of a local competitor

• Thomas Simon: in February 2018 we acquired the share capital of this Cardiff based firm of 
solicitors which has doubled the size of our Cardiff office to become a significant firm in the 
Cardiff market

These acquisitions have settled in well and the level of interaction between the businesses 
continues to develop as the partners in them develop a better awareness of and respect for the 
skills elsewhere in the Group. Our innovative remuneration model has been specifically 
designed to foster this behaviour.

The Gordon Dadds core business has performed solidly in the year, showing steady growth. 

The Financial Markets consultancy business had a year of slower than budgeted growth in fee 
income which has accelerated since the year end and in the last month achieved record 
turnover of, on an annualised basis, £2.4m.

The business of the Group as a whole has produced the following contributions to turnover:

2018  2017

Corporate & tax 23.3% 23.1%

Family & private client 10.9% 12.6%

Regulatory solutions 5.9% 4.7%

Dispute resolution 24.3% 25.1%

Real estate 21.0% 20.3%

Employment & immigration 5.9% 6.6%

Clinical negligence 3.8% 3.5%

Financial services 2.9% 1.7%

Consulting 2.0% 2.4%

100.0% 100.0%

The Gordon Dadds core 
business has performed 
solidly in the year, 
showing steady growth 

CHIEF EXECUTIVE’S REVIEW CONTINUED
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We are seeing, emphasised by White & Black joining the Group, an increasing number of 
opportunities to deliver legal services in other jurisdictions where English law prevails. We are 
keen to act on this. Since the year-end we have therefore established an office in Hong Kong 
and obtained regulatory approvals to operate there, initially as a foreign law firm. We have also, 
subject to regulatory approval, formed an association with a local law firm which will enable the 
office to operate as a local law firm as well. We believe that there is significant business to be 
derived for the whole Group from local connections as well as from mainland China.

We continuously examine opportunities for expansion of the Group in other geographies and 
are engaged in discussions with firms in a number of other international jurisdictions. 

In the UK, we have a good pipeline of potential acquisitions at various stages of discussion  
or negotiation. 

Since the flotation, we have concluded that firms with an annual fee income of over £10 million 
are the most attractive although we can be flexible depending on practice mix and other factors. 

As important as the aggregation of fee income is, the increase to the intellectual capital of the 
business and the increase in the quality of its client and matter base are of greater significance. 
We believe in quality over quantity.

Our core remuneration model for partners continues to be a key factor in our ability to recruit 
new partners and to attract acquisition targets. This model focusses on professional 
practitioners being rewarded both for the billable work they do and for the income generated 
from their clients. In addition, the very high level of share ownership amongst partners and 
staff tends to drive a behaviour of cross referring work and is helpful in enabling the Group 
better to understand and service its clients’ needs.

The model also focusses the partners’ efforts on what they are well qualified to do: to advise 
clients. The management of the Group’s non-technical resources and control of costs is thus 
left in the hands of the small group of the management team who have the skill sets and focus 
required. Partners are free to run their professional practice and serve their clients rather than 
worrying about administration or finance and management moves more volume through a fixed 
infrastructure cost.

The Company was the first London-led law firm to float and only the second in the UK. In recent 
months, the market has seen three new entrants and more are expected. The Group is pleased 
to see that there is investor interest in this newly formed sub-sector of the Business Services 
market. We believe that Gordon Dadds is structurally better suited to rapid, acquisition-led 
expansion than its competitors and is striving to ensure this first-mover advantage delivers 
results for shareholders.

Gordon Dadds is 
structurally better suited 
to rapid acquisition-led 
expansion than 
its competitors

Adrian Biles
Chief Executive Officer
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Quality platform
Although continuing to be very successful, the CW  
business reached the point where it needed some new 
investment to ensure its long-term survival, and Adrian 
offered to provide that investment in a way that 
allowed us to continue to run the client-facing part of 
the business as we always had, while taking away the 
more onerous administration tasks. Being part of a 
larger, full-service professional services group also 
provides significant opportunity for the ongoing 
development of our business.

Quality platform

Phil Greatrex,  
Partner, CW Energy LLP

QUALITY PLATFORM
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It has been a year of activity
producing very satisfying results

GROUP FINANCE DIRECTOR’S REPORT

The Group’s consolidated results for the year ended 31 March 2018 
show total revenues of £31.24 million (2017: £24.94 million), 
operating profits of £8.80 million (2017: £7.40 million) and adjusted 
profit before tax of £2.96 million (2017: £2.40 million). 
Our favoured measure for the performance of the business is adjusted profit before tax which 
is struck after adding back non-recurring expenses (principally the cost of the re-organisation 
and flotation in the current year) and by deducting the minority interests which represent our 
partners’ profit share during the year as set out below.

2018 
 £m

 2017  
£m

Profit before tax from statement of comprehensive income 6.38 6.81

Deduct: 

• Partners profit shares shown as part of  
non-controlling interests (5.72) (4.95)

Add:

Non-recurring expenses:
• flotation costs 1.92 0.36

• acquisition related expenditure 0.38 0.18

Adjusted profit before tax 2.96 2.40

Deduct: 

• Other non-controlling interests 0.50 –
• Taxation 0.03 –

Adjusted profit after tax for adjusted earnings per share 2.43 2.40

In monitoring the progress of the business and in addition to fee income (measured net of 
disbursements and VAT), we focus on three measurements (relative to fee income) which are 
driven by different aspects of the business, gross margin, lock-up and overheads.

Gross margin is the fees charged to clients less direct production costs. Production costs are 
the profit shares of the equity partners and employment costs of the other partners and fee 
earners together with their direct costs such as travel and direct support costs (such as 
dedicated secretaries) and provision for doubtful and bad debts, expressed as a percentage. 
This measure is in the control of the heads of each department or business unit and we have a 
target for that reaching 50%. In the current year (and after including amortisation which will be 
a partners’ profit share from July 2018) it was 45.9% per cent. (2017: 44.7 per cent.).
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It has been a year of activity
producing very satisfying results

Christopher Yates
Group Finance Director

Lock-up is the value of trade debtors and work in progress compared with fees charged to 
clients, in each case excluding disbursements and VAT. This measure is under the control  
of the Client Care Partner for each client who are guided and assisted in this by our revenue 
management team. Our target for this is immediately 100 days but we will work to a lower 
target over time. At the year end and allowing for a full year’s turnover of acquired businesses 
the target was achieved.

Overheads are all the other costs of running the business, premises, insurance, computing and 
telephones etc. apart from the costs of acquisitions. In the year, overheads as a percentage  
of fees charged to clients were 36.0 per cent. (2017: 34.9 per cent) and our target is 30%.  
The target becomes more achievable the more fees are generated, so acquisitions will aid 
achievement of this as the duplicated overheads of acquired businesses are eliminated over  
a period which did not occur in the year because of the acquisitions being late in the year.

From the above, it is clear that on achievement of the gross margin target and the overheads 
target, a net margin of 15% after paying one -off costs such as acquisition related costs is 
achievable and management is closely focussed on delivery of this over time through 
continuing consolidation of Group functions and synergies arising on acquisitions.

We expect to make progress towards all of those targets during the current year.

At the end of the year, the balance sheet had net cash of £8.42 million (2017: net borrowings  
of £4.13 million). The Consolidated Statement of Cash Flow shows that the Group generated 
£7.86 million of free cash flow from operations (2017: £5.24m).

It should be noted that in the year we have accrued a small amount for Corporation Tax for the 
year just ended. In future years it is likely that the rate of tax will be close to the standard rate 
of Corporation Tax.

The other significant balance sheet item which has changed during the year is goodwill, 
reflecting the acquisitions made during the year and which, as described in the notes to the 
accounts, has been reviewed for impairment. None was required.

The Group has a strong balance sheet and, as management delivers on target achievement, 
shareholder value will be significantly increased.

£31.24m
Revenue 
2017: £24.94m

£8.90m
Cash balance

£8.80m
Operating profit 
2017: £7.39m

£2.96m
Adjusted profit before tax* 
2017: £2.40m

* Adjusted profit before tax represents  
the profit before income tax after  
adding back non-recurring items and  
after deducting partners’ profit shares 
treated in statutory accounts as  
non-controlling interests.
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ACQUISITION PIPELINE
The Group has been built to accommodate and integrate acquired businesses. The Directors 
believe that the legal services market continues to be in a consolidation phase where firms are 
looking for capital or for the partners to de-risk their commitments. As a result, the Directors 
believe that there will be a continuing pipeline of businesses available for acquisition, which will 
improve the Group’s intellectual capital and financial results. There is however a risk that the 
market will change or that other well-capitalised acquirers will compete with the Group.

EXECUTION RISK
Acquisitions made may not produce the results anticipated for a number of reasons. The Group 
seeks to mitigate this risk by linking the consideration for an acquisition to future performance 
and by aligning the interests of the vendors with those of shareholders by generally requiring 
them to remain with the Group for a period after acquisition.

REPUTATIONAL RISK
The Group strives to maintain a reputation for delivering high quality service to its clients on a 
timely and cost effective basis. Failure to achieve this to a significant extent might damage the 
reputation of the businesses and lead to a loss of client confidence. The Group seeks to 
maintain those high standards by regular training, communication and internal 
review processes.

In addition, and potentially creating reputational risk, there is a continuing risk that a mistake 
will be made or bad advice given. The Group has substantial insurance protection against such 
eventualities but there can be no certainty that this will be adequate for a particular claim and 
any such claim may also give rise to reputation damage.

PARTNERS AND EMPLOYEES
The business of the Group is dependent on the continuing efforts of the partners and 
employees and the loss of a number of staff could have a significant impact on the Group’s 
ability to maintain client confidence and also to grow. The Directors believe that the Group’s 
remuneration model encourages key revenue generators to remain with the Group and rewards 
them for doing so.

Managing uncertainty
mitigating risk

PRINCIPAL RISKS AND UNCERTAINTIES

We are exposed to 
internal and external 
risks as part of our 
ongoing activities. These 
risks are managed as part 
of our strategy and 
business model
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Managing uncertainty
mitigating risk

The Group is dependent on a number of key management staff and business generators and  
the loss of one or more of them could be damaging to the business. In addition to the Group’s 
remuneration structure, the Directors strive to have succession plans in place for 
key individuals.

REGULATORY RISK
The Group is highly regulated with a number of entities regulated by the Solicitors Regulatory 
Authority (SRA), a business regulated by the Financial Conduct Authority (FCA) and certain 
activities regulated by the Institute of Chartered Accountants in England and Wales. The Group 
seeks to maintain an open relationship with those regulators and to abide by the rules and 
regulations they publish as failure to do so has the potential to force the closure of a 
relevant business.

It should be noted by all shareholders and potential shareholders that, under the Rules of the 
SRA, if a non-solicitor comes to hold more than 10% of the voting share capital of the Company 
without prior approval, the SRA are entitled to withdraw the Group’s authorisation to practice 
as solicitors. In addition, under law and the rules of the FCA, it is an offence by an investor to 
acquire 10% or more of the Company without prior approval. The Directors maintain a close eye 
on shareholder concentration and seek to ensure that no breach of these limits occurs.

MARKET RISK
In common with all businesses, an economic downturn could have a detrimental impact on the 
Group and its results. The Group does, however, benefit from having a widely spread client list 
and a wide spread of business sectors served which will react at different times to market 
conditions which should limit any damage to the Group’s performance.
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