Financial & Operating Highlights

Highlights
Gordon Dadds Group plc
is an international legal
and professional services
firm. Our strategy is to
grow income profitably
through integrating
acquisitions into a single
efficient administrative
operation. We do this by
recruiting high quality
personnel, developing
new business streams,
acquiring complementary
businesses and forging
strategic alliances
where appropriate.

Operating highlights
–– Compound revenue growth of over 80%

p.a. since 1 April 2013 from acquired
and organic growth
–– 2017-8 acquisitions integrated and

planned operational gains being achieved
–– Acquisition of Ince & Co’s UK and

Chinese businesses from 1 January 2019
and relationships with Ince & Co’s
international offices established
–– The Group now operates from

eight jurisdictions
–– Cross selling opportunities continue

to be being developed
–– Opportunities to extend the specialisms

of each office being pursued
–– Lateral hire of three partners and their

team in Hong Kong, effective post year end
–– Opening of Lloyds’ office in June 2019

to strengthen the Group’s services to
insurance clients
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Financial highlights

Adjusted** diluted earnings
per share (p)

Revenue (£m)

2017

18.80

2019

31.24

2018

10.50

2018

24.94

18.53

2017

+69%

+79%

Operating profits (£m)

Gross assets (£m)

8.80

2018
2017

2017

+73%

5.92
2.46

2017

2.40

+141%

Annualised revenues
at the year end of around

£70m
Dividend (pence per share)

4.0p

24.90

£94.7m

Adjusted* profit before tax (£m)
2018

55.00

2018

7.39

2019

94.70

2019

F I N A N C I A L S TAT E M E N TS

15.25

2019

GOVERNANCE

52.58

2019

S T R AT EG I C R E P O RT

Strong performance
& sustainable growth

(2018: 4.0p), making 6.0p for year
(2018: 4.0p)

Non-recurring acquisition costs
and related material items

£14.3m
(2018: £2.3m)

Net borrowings

£2.9m

(2018: net cash £8.4m)
Profit and total comprehensive
income for the year

£0.8m

(2018: £6.4m), diluted earnings
per share (28.1p) (2018: 0.6p)

* Adjusted profit before tax is calculated as the profit before tax after adding back non-recurring items
(as shown in note 9 to the financial statements) and after deducting the non-controlling interests shown
in statutory accounts
** Adjusted earnings per share is computed from adjusted profit before tax after deducting taxation
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Chairman’s Statement

Creating opportunities
for further growth
The key event of the year was the acquisition
of Ince & Co’s UK and mainland Chinese
businesses and the completion of
arrangements with the international
offices of Ince & Co just after the year end.
These have together nearly doubled the
size of the previous Gordon Dadds business
in London and achieved an international
footprint of established offices in seven
overseas countries.

I am pleased to
report that 2018-9
has been another
exciting and
successful year
for the Group.

A N T H O N Y E DWA R D S
Chairman

The results for the year reflect a full year’s
contribution from the five businesses
acquired in the previous year and three
months of the UK and mainland Chinese
businesses of Ince, but only a modest service
fee from the international offices. The results
show revenues of £52.6 million compared
with £31.2 million and operating profits of
£15.2 million compared with £8.8 million.
Adjusted* profit before tax was £5.9 million
compared with £2.5 million and adjusted
earnings per share* were 18.8p compared
with 10.5p.
The acquisition of Ince was a protracted and
complex transaction and the costs of this
and of the merging of the operations has
incurred substantial non-recurring costs.
We have expensed the majority of these
items in the current year and which led to
a charge of £14.3 million. Given the trading
profitability of the group, the Directors have
recommended a maintained final dividend
of 4.0p for the year, making a total of 6.0p
(2018:4.0p).

The consideration for the acquisition of
Ince in the UK and China is estimated at
£21 million of which £15 million is turnover
based and payable over the next three years.
This has been a further significant step
in the Group’s strategy of consolidating
revenues through a single efficient
administrative operation to generate profits
for shareholders. The Group has a team
which is experienced in negotiating and
implementing acquisition opportunities
and considers that there will continue to
be attractive opportunities to grow both
the London office and the overseas offices.
This can be achieved through merger
and through the addition of teams and
individual solicitors as the traditional models
for legal services around the world adapt
to modern ambitions. There will also be
opportunities for selective expansion in
to new territories which complement the
Group’s existing businesses as demonstrated
by the acquisition at the year end of the
Ramparts business in Gibraltar.
BREXIT has had a noticeable effect on
transactions in recent months, particularly
in the real estate and corporate sectors.
Nonetheless, overall the business is
performing well in the current year.
In summary, the board considers that the
group is well placed to continue profitable
expansion and I look forward to reporting
great progress through the next year.

A N T H O N Y E DWA R D S
Chairman
24 July 2019
** These terms are explained in the Group Finance
Director’s report
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LOND ON

S T R AT EG I C R E P O RT
GOVERNANCE
F I N A N C I A L S TAT E M E N TS

Trust
& Expertise
We are experts at clarifying complex
solutions, taking the guesswork out of
potential challenges before they arise.
This expertise is at the heart of our offer
to clients and empowers them to achieve
the legal outcomes and business solutions
which unlock growth for their organisations.
Our broad expertise and deep sector
specialisms provides complete coverage
of our clients’ professional and legal needs,
while our global scale and local insight
ensures that we can tap into potential that
others can’t.
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LOND ON

Ince, one of Gordon Dadds’
companies, has recently advised
Engenie in securing significant
investment for the company.

Ince’s team have played a crucial
role in helping Engenie secure
investment, which is vital not
only to Engenie’s ambitions but to
the expansion of the UK’s rapid
charging network.

Engenie
I A N J O H N S TO N
Chief Executive Officer
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Group Chief Executive’s Report

Our objective at admission to AIM in August
2017 was to double revenue in three years.
As we approach the second anniversary, our
reported revenue has already doubled and
our annualised revenue is nearly four times
that of two years ago.

Key achievements

–– The five acquisitions achieved in the
2017-8 financial year have settled well
into the Group.

–– The key event of the year was the
acquisition of the highly regarded and
long established business of Ince & Co in
the UK and China on 31 December 2018.
This was followed by the finalisation of
arrangements with the locally owned
overseas offices which has resulted in
the consolidation of the results of those
offices from 1 April 2019.
The negotiation of this deal occupied
much senior management time from June
through to the end of March. I am therefore
delighted that the underlying business has
performed well through that period and
I congratulate the team on achieving this.

–– We negotiated £12.5 million of new bank

ADRIAN BILES
Chief Executive Officer

facilities to enable completion of the Ince
acquisitions and provide working capital.

capital early in 2019 after completing
the Ince London acquisition and we were
pleased to welcome a number of new
shareholders as well as further investment
by many of our existing institutional
investors. We were pleased by this
achievement in a difficult market and after
an unfortunately long suspension of share
dealing on AIM.

–– On 31 March 2019, we acquired Ramparts
Corporate Advisors, a Gibraltar based legal
services firm with a specialism in e-gaming,
financial services and fintech, distributed
ledger technology and cryptocurrency
matters. This has added a valuable specialism
to the group as well as establishing a
presence in an important maritime location
where Ince was not represented.

–– Three partners and a team of over 20 staff
agreed to join our Hong Kong business just
before the year end. They are now in place
and generating revenue which will build
the profitability of the office.
We are looking to replicate this in other
overseas offices to leverage the office and
be able to offer a broader service to the
Group’s clients.

–– In June 2019, we implemented a branding
review to capitalise on the group’s
established brand names. Most of Ince
Gordon Dadds LLP’s affiliated entities
including the international offices will
be known as Ince. This includes offices
in London, Cardiff, Hamburg, Cologne,
Piraeus, Gibraltar, Dubai, Singapore, Hong
Kong, Shanghai and Beijing. Bringing to life
Ince’s broad service offering across complex
disputes, transactions and projects, the
new company strapline is ‘In any case’.
The London-based private client and family
practice is now known as “Gordon Dadds”
and is moving to separate offices in the
West End to better serve its client base.
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F I N A N C I A L S TAT E M E N TS

The year has been
another one of great
progress for the
Group, which with
the concluded new
arrangements with
the overseas offices,
now has annualised
revenues of around
£100 million.

We have the foundation for a highly
profitable and fast growing international legal
and professional services group and have the
structure and team to achieve this.

–– We raised £11.5 million of further equity

GOVERNANCE

Our strategy has been and continues to be to
increase revenue through organic growth and
acquisition and to administer that through a
single efficient administrative operation in a
low cost environment.

S T R AT EG I C R E P O RT

A year full of activity
and further growth

Group Chief Executive’s Report Continued

Financial performance

Our results which are summarised in
the Chairman’s statement above and
detailed in the Finance Director’s report
below have been pleasing, with the
businesses acquired in 2017-8 delivering
a full year’s contribution.

Turnover in the year to 31 March 2019 was generated in the following sectors:
2019

2018

Shipping, trade, aviation and insurance

16.7%

0.0%

Corporate & tax

21.8%

23.3%

Family & private client

9.4%

10.9%

Regulatory solutions

3.9%

5.9%

The businesses acquired last year have all
performed satisfactorily during the year.

Dispute resolution

15.1%

24.3%

13.9%

21.0%

–– White & Black, the Fintech corporate law

Employment & immigration

3.6%

5.9%

Clinical negligence & PI

3.7%

3.8%

Financial services

2.0%

2.9%

Consulting

6.4%

2.0%

firm we acquired in January 2018, had a
strong year for with fee income of over
£3m compared with £2.6m in the year
before acquisition. Its increased profits
will trigger the payment of £0.5 million,
the maximum deferred consideration in
respect of the year’s earnings.

–– CWE, the specialist corporate tax
business acquired in October 2017,
achieved increased revenues of £2.8m
with profitability as expected: it is actively
looking to expand its team to grow further.

–– The Metcalfes’ business (including
Burroughs Day), the Bristol based solicitors
acquired in January 2018, achieved
fee income of £4.5m despite having
had difficulties integrating those two
businesses and retaining staff:
we have taken action to capitalise on
the strong brand in the local market.

–– The Thomas Simon business, the Cardiff
based solicitors acquired in February
2018, was immediately merged with the
existing Cardiff office of Gordon Dadds in
new premises and its results are no longer
separately identifiable but is trading in line
with our expectations.
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Real estate

Other income including overseas recharges

Clearly the Ince & Co contribution in a full
year will be much more significant and
should reduce the real estate revenue to less
than 10% of group revenues. This reduction
is very welcome as the sector as a whole
is highly competitive, cyclical and higher
risk than most of our business. That said,
we need to be able to transact property
business and we remain more attracted
to commercial property and developer
business. Our consultancy business and in
particular the financial markets consultancy
has, as expected, had a very strong year with
turnover of over £3m. From a standing start
three years ago, this has been developed
with major corporate clients and is expected
to grow in future years.

3.5%

0.0%

100.0%

100.0%

Operational performance

Operationally, our integration team spent
much of the third quarter of the financial
year planning the implementation of the
programme to merge the Gordon Dadds
London office into the Ince offices, largely
in the first weekend of 2019. The teams
were therefore blended from a very early
stage and have since been working together
well, learning the strengths of each other’s
teams and how to combine and cross sell
those strengths.
We have acquired the source code for an
established practice management system
and are implementing this across the Group
as neither the Gordon Dadds Group nor the
Ince systems were suitable for the merged
group in the longer term. Advantages of
the new system, include a fixed payment
basis rather than a per user basis and that
refinements are under our control rather than
by negotiation with the supplier.
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F I N A N C I A L S TAT E M E N TS

The future

We continuously examine opportunities for
expansion of the Group in existing locations
both by acquisition, team hires and individual
partner hires (or “laterals”) which will increase
the intellectual capital of the business and
the quality of its client and matter base.
Our preference for expanding operations
continues to be by acquisitions of firms with
£10m or more of annual revenues, but where
circumstances make sense, we will pursue
smaller acquisitions and hires of teams or
individuals. Geographically, we will continue
to look to expand where there are synergies
with existing practices, such as the Ramparts
acquisition in Gibraltar.

GOVERNANCE

We aim to provide an environment for
partners and staff which is open and
transparent in which everyone can perform
to the best of their abilities. This has led to
a very small turnover in partners over the
period and the Ince acquisition has been
no different in this respect. The stability of
partners and staff is, we believe, vital in the
continuing satisfaction of clients and we are,
therefore, unsurprised by our clients being
open to using the other strengths of the
Group where appropriate.

We continue to focus much attention on
driving cross-selling within the Group and
the acquisition of the Ince business adds to
the scope for this. I am looking forward to
reporting significant progress on this over the
rest of the year.

S T R AT EG I C R E P O RT

Our core remuneration model for partners
continues to be a key factor in our ability
to recruit new partners, attract acquisition
targets and generate profits for shareholders.
This model focuses on professional
practitioners being rewarded both for the
billable work they do and for the income
generated from their clients. Our basic
model for partners continues to be refined
to promote the behaviours we want to see
and which will drive group profitability.
Increasingly, we are focusing partners on
the recovery of the full value of the work
undertaken and the generation of gross
margin from which to cover overheads and
to generate profits for shareholders.

The Group has started the year satisfactorily
and I therefore look forward to reporting
much progress during the year.

ADRIAN BILES
24 July 2019

Our results for the year ending 31 March 2020
will reflect a full year of all of the businesses
which are now controlled and are thus
expected to be substantially greater again
than those reported now. Our ambitions and
opportunities for growth are undiminished
and our focus for the current year will
include adding businesses or teams which
will extend the Group’s capabilities or ensure
that the established offices around the
world can offer a fuller range of services
while they leverage the local infrastructure
we already have.
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Board of Directors

Gordon Dadds
Leadership
We have the foundation for a highly profitable and fast growing
professional services Group and, most importantly, the team and structure
to achieve this.

ANTHONY
E DWA R DS
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ADRIAN
BILES

Chairman

Chief Executive
Officer

C H R I S TO PH E R
YAT E S

SI M O N J
H OWA R D

Group Finance
Director

Non-Executive
Director

DAV I D
FURST

PE T E R
RO G A N

Non-Executive
Director

Non-Executive
Director
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HONG

KONG

S T R AT EG I C R E P O RT
GOVERNANCE
F I N A N C I A L S TAT E M E N TS

Partnership
& Opportunity
We are more than a law firm. We are a
dedicated business partner here to help our
clients seize new opportunities to stimulate
growth. This means putting our hearts,
energy and entrepreneurial spirit into
building meaningful, lasting relationships
through which we can help our clients to
achieve their vision.
Our passionate people, innovative solutions
and international platform enable our clients
to tap into their own growth & potential.
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HONG

KONG

We have had the pleasure of
working with the Ince team in
Hong Kong on several significant
and game changing transactions
for our company over the years.
This included our most recent
announced transaction in May 2019
that proved challenging in many ways.

However the team were able
to help us steer through the
process with their helpful insights
and knowledge.
Certainly, the team’s passion,
dedication, and professionalism
stood out in this transaction.

Shelf drilling
DZ U L A . BA K A R
Vice President, General Counsel & Corporate Secretary
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Group Finance Director’s report

The Group presents two Alternative Performance Measures (“APMs”). These APMs include
adjustments for specific items in order to provide a balanced view of the underlying
performance of the Group’s operations.
Adjusted profit before tax is calculated as profit before tax after:

S T R AT EG I C R E P O RT

The Group’s consolidated results for the year ended 31 March 2019 show total revenue of
£52.6 million (2018: £31.2 million), operating profits of £15.2 million (2018: £8.8 million) and
adjusted profit before tax of £5.92 million (2018: £2.46 million).

–– adding back non-recurring items, which in 2019 included the costs of the acquisition of
Ince and the material costs associated with implementing the merger of the businesses; and

Adjusted earnings per share is calculated by adjusting for taxation and dividing by the
weighted average number of shares in issue for the period, on a diluted basis where a
materially different result is produced.
The result is adjusted profit before tax and adjusted earnings per share as shown below.

Profit before tax from statement of comprehensive income

2019
£m

2018
£m

0.97

6.38

(9.31)

(6.22)

Deduct: Non-controlling interests including partners’
profit shares
Add: Non-recurring costs – acquisition costs and material

C H R I S TO PH E R YAT E S
Group Finance Director

related costs

14.26

2.30

Adjusted profit before tax

5.92

2.46

Add/(Deduct): Taxation

(0.21)

(0.03)

5.71

2.43

Adjusted profit after tax for adjusted earnings per share

Key Performance Indicators (KPIs)

To achieve profits for shareholders, we focus the business on a small number of KPIs which if
achieved will automatically lead to growing profits for shareholders. In simple terms, if we grow
revenues, maintain or increase gross margin, constrain overheads and convert work done into
cash, the profits for shareholders as measured by adjusted profit before tax will grow.
We therefore monitor the progress of the business through four KPIs:

–– Revenue (measured net of disbursements and VAT)
–– Gross margin percentage
–– Overheads as a percentage of revenue
–– Lockup
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F I N A N C I A L S TAT E M E N TS

A well supported
fund raising and
medium term
borrowings
continue a strong
balance sheet.

motivating the relevant business generators. Partners’ profit shares and other non-controlling
interests represent the costs of rewarding and motivating business generators. It is one of
the largest outgoings (and variable) costs of the business and is reported in the statutory
accounts as part of the non-controlling interests. The reported profit metrics therefore
do not provide a true reflection of the underlying profits generated by the operations
and available to equity holders. The adjusted disclosure essentially treats all forms of
remuneration as operating costs of the business (just as employees’ costs).

GOVERNANCE

–– deducting partners’ profit shares and other non-controlling interests as these are a cost of

Group Finance Director’s report Continued
For management purposes we regard the profit and loss account as follows:
2019
£m

2018
£m

Revenue

52.6

31.3

Production costs – employment costs profit shares and amortisation

(12.0)

(8.3)

(9.3)

(5.7)

(1.5)

(2.1)

(4.2)

(0.9)

Production costs – non-controlling interests
Production costs – amortisation
Production costs – other
Gross margin
Administrative salaries and non-productive profit shares
Other overheads
Adjusted profit before tax

25.6

14.3

(6.3)

(2.5)

(13.4)

(8.9)

5.9

2.9

Revenue is discussed in the Group Chief Executive’s report above.
Production costs are the profit shares of the equity partners and employment costs of the other 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.
Gross margin is the fees charged to clients less direct production costs and is expressed as a percentage of revenue.
Gross margin is in the control of the heads of each department or business unit and the controllers are rewarded with a
participation in gross margin achieved in excess of our 50% target. In the current year (and after including amortisation
which will be replaced by a partners’ profit share in due course) it was 48.6% (2018: 45.9%).
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 37.4% (2018: 34.9%) while 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. A number of the international offices are not
operating at a satisfactory level of revenue at the moment and management is seeking to add fee earners in such offices (as we
have achieved in Hong Kong) to improve efficiency and also to enable a broader service offering to be available to clients.
Lock up is defined for our KPI as 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 and they are
guided and assisted in this by our revenue management team. Our current target for this is 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 100 days’ target was achieved.
From the above, it is clear that on approaching the gross margin target and the overheads target and allowing for non-recurring
expenses, a net margin of 15% before tax to shareholders should be achievable. Management is closely focussed in delivery of this
over time through growth in fee income, continuing consolidation of Group functions and the synergies arising on acquisitions.
We expect to make further progress towards all of those targets during the current year.

Balance sheet and cash flow

Funding for the Ince acquisition was from new banking facilities of £12.5 million, £6 million of which had been drawn as a
term loan amortising from September 2019 on a five year basis with a bullet repayment at the end of 2021. The balance
of the facility is a revolving credit facility which has been drawn down since the year end and which is expected to begin
reducing around the end of the financial year, subject to working capital increases arising from lateral and team hires.
The acquisition of Ince gave rise to intangible assets which have been recognised in two ways – as goodwill and
as client portfolio. Goodwill will be reviewed as part of a cash generating unit annually for impairment. The client
portfolio value will be amortised over the three years during which the deferred consideration is being paid to the
former Ince partners, a charge of some £3 million annually.
At the end of the year, the balance sheet had net borrowings of £2.9 million (2018: net cash of £8.4 million), reflecting
principally the payment of initial consideration for Ince, the costs of the transaction and the non-recurring costs of
restructuring and integration.
The Consolidated Statement of Cash Flow shows that the group generated £6.5 million of cash flow from operations
(2018: £7.9 million) after a significant build up in lock-up from Ince as none was acquired.
It should be noted that Corporation Tax for the year just ended was negligible. In the current year we expect some further tax
losses to be available for use, but it is likely that the rate of tax will move close to the standard UK rate of Corporation Tax.

C H R I S TO PH E R YAT E S
24 July 2019
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DUBA I

S T R AT EG I C R E P O RT
GOVERNANCE
F I N A N C I A L S TAT E M E N TS

Insight
& Guidance
Our broad expertise and deep sector
specialisms enable us to develop an
in-depth understanding of our clients’
companies, markets, challenges and goals.
We use this insight to deliver informed
and effective strategic guidance and legal
advice, while ensuring that our unique
capabilities are closely aligned with the
requirements of our projects.
The quality and consistency of this guidance
provides our clients with the confidence
to focus on their business, while we worry
about the fine print.
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DUBA I

I have worked with Ince over the
past few years and they provide a
high standard of work across all
their offices.

They understand our business,
the importance of quick turn
around and the need to be
available to provide support to
the legal and commercial teams.
Ince lawyers are easy to get on
with and I can rely on them to be
transparent about their strengths.

ADNOC
A N N M A Z Z U CCO
Senior Legal Counsel, Marketing, Sales & Shipping Legal,
Governance & Compliance Function
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Strategic Report

OBJECTIVES AND STRATEGIES

The principal strategy of the group is to acquire and grow income profitably and more importantly to increase the quality
of the intellectual capital of the business and the quality of its client and matter base: we want quality rather than just
quantity. The delivery of this strategy includes recruiting high quality personnel individually, as teams or as businesses,
streamlining systems and forging strategic alliances where appropriate together with developing new business streams.

S T R AT EG I C R E P O RT

The Directors present their strategic report and the audited financial statements of Gordon Dadds Group plc and the
group it heads for the year ended 31 March 2019 in accordance with Section 414 of the Companies Act 2006.

BUSINESS REVIEW
Acquisitions

In the year ended 31 March 2018, the Group made the following acquisitions:

had just acquired (with our guidance) the business of a local competitor

GOVERNANCE

–– the business and certain assets of Alen-Buckley in June 2017, a leading South London firm of solicitors
–– the business and certain assets of CW Energy LLP, a highly profitable specialist corporate tax advisory firm
–– the ordinary share capital of White & Black Limited: in January 2018, a firm of fintech specialist solicitors
–– also in January 2018, the business and certain assets of Metcalfes, a well-established Bristol firm of solicitors which
–– in February 2018, the share capital of Thomas Simon Limited, a Cardiff based firm of solicitors which has doubled
the size of our Cardiff office to become a significant firm in the local market

During the year ended 31 March 2019, the group acquired the members’ interests in Ince & Co LLP and then the files
and matters of that firm from its administrators. It also entered into arrangements for the provision of services to the
overseas firms operating as Ince & Co, but did not acquire any interest in or control over any of those businesses.
Subsequent to 31 March 2019, the group entered into new arrangements with the international firms as a result of
which, under international financial reporting standards, the Group will be consolidating the turnover from 1 April 2019.
On 31 March 2019, the group acquired the share capital of Ramparts Corporate Advisers Limited, a Gibraltar-based
legal services business with a specialism in e-gaming, financial services and fintech, distributed ledger technology and
cryptocurrency matters. It also agreed to acquire a connected financial services business subject to regulatory approval
which has subsequently been received.

Results and dividends

The results of the business and the proposed dividend are covered in the other statements accompanying this report,
as is a summary of the activities in the year. The proposed final dividend of 4.0p per share will be paid on 16 October
2019 to holders on the register on 30 August 2019.

Key Performance Indicators

The Group regularly refines the KPIs on which it focuses and these are described and quantified in the Group Finance
Director’s report.

Principal risks and uncertainties
Cyber risk

In common with all businesses, the Group is dependent on records stored electronically and instructions and communications
transmitted electronically. Such storage and transmission can be subject to malicious interception. Such interception
has the potential to lead to funds being sent to a wrong destination (which funds would have to be immediately
replaced from the group’s own funds) and at a larger scale would be severely damaging to the group’s reputation.

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. The Directors further believe that legal services businesses in other jurisdictions will begin to recognise
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The financial impact of these acquisitions has been fully reflected in the group’s trading for the first time in the year
ended 31 March 2019. The deferred consideration payable in future years and reflected in Note 20 is contingent on
the future performance of the acquired businesses in those years.
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the desirability of having third party capital and this will increase the potential candidates for the pipeline. 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 complete 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
who are generally required to remain with the Group for a period with those of shareholders.

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 continuous 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. Any such claim will also give rise to reputational 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.
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 monitor
shareholder concentration closely and seeks 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 and
these will react at different times to market conditions which should limit any damage to the Group’s performance.
By order of the Board

C J YAT E S
Director
Aldgate Tower, 2 Leman Street, London E1 8QN
24 July 2019
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