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REACT Group PLC

Executive Chairman’'s Statement
For the year ended 30 September 2013

Tha financial year has been ane of significant change to address the challenges in the structure of the Campany
and opportunities in the business. The Company severad the final administrative ties with its Erevious owner,
Autoclenz. This resulted in REACT Group establishing its own fitfor-purposs administration and office
infrastructure in Swadlincote, Derbyshira,

The Company simplified its business model from thres operating businesses to just ong, focusing all its resource
on the REACT Specialist Cleaning business, where the Company provides a strong competitive proposition and
anjoys good customer advocacy within a broad mix of often high-profile arganisations in both the private and public
sectar.

To support the evolution of the Company there have bean several management changes, some of which have
taken place post-pariod, all designed to establish a strong, well-motivated team aimed at building a growing and
profitable specialist cleaning business,

Throughout the year management has put in placs the infrastructure and financial controls to provide clarity on the
business relstionships with its Clients and the profitability of sach of its service streams. This is helping the
Company fo focus on ereating value for its Clients in key areas of demand and thereby differentiate its proposition
ta generate profit and recuring business for its unigue brand of service.

Whilst re-engineering the business the Company has succsssiully taken on new Clignts and continued to wark for
important existing ones too. The Company provides its services through both irdermediaries such as Facility
Managerment firms (FM) and direct to end-Clients, althcugh we ara baginning o ses demand increasing for a direct
relationship with end-Clients.

Financizl Review

Diuring the year ended 30 September 2018 turnover was E3.30m, an increase of 25% an the prior year (2017
£2 Bdm). The overall reported loss for the year was £1.93m, which includes a (non-cash) impairment charge of
£1.11m against purchased goodwill of £1.28m in the balance sheet and an impaiment charge of £76,000 against
the Acquired Custorner List {this relates to the value of consideration paid for REACT Group during the reverss
takeover of 2015),

The operating Ioss for the Group from continuing operations {excluding the impairment charge) was £768.000
(2017: £383,000). Ofthis £155.000 relates to one-off charges due to redundancies and other one-off restructuring
charges. Also, as a prudent maasure, an increase to the bad debt provision is also included within the operaling
loss, itis £330,000 at the year end (2017: £40,000). Cash atthe year-end was £423,000 (2017 £631 00y, Within
these figures the Company has re-enginesred the business and established its own independent administration
=nd office infrastructurs. In addition, it has begun to eliminate poorly priced contracts and re-structure its fleet of
vans {used to operate the business), which as a result will lsad fo a matzrial raduction in operating costs going
forward.

Strateqgy

REACT Group has core skills and experience in specialist cleaning beyond many of our competitors, allowing us
to be a reliable solution to the challenging circumstances that arise across the Company's Client base.

REAGT Group is an exirame cleaning company that tackles cleaning problams that non-specialists cannct or do
not wish to cope with. Our highly trained operators deal with many difficult, yel essential cleaning tasks, across a
broad rangs of circumstances, including on the LK's transport system, in prisans and custody cells, at crime
scenes, clearing drug dens and property damaged by tenants and squatters, specialist vehicle cleans, clearing
anti-social waste and damage in public spaces and both routing and specialist cleaning in hospitals and the health
EErvice:

Approximataly half the business tumover comes from 2477 emergency spaciziist cleaning and the other half arises
from several long-term spacialist contracts for various public and private Clients, Most of the new busingss during
the year has come because of the Company’s reputation, due to the excellent standard of work performed by our
operators. We intend to leverage this further alongside sensible levels of investment in largeted zalzs and
marketing resource, some of which has already been put in place post-period.




REACT Group PLC

Executive Chairman’s Statement
For the year ended 30 September 2018 (continued)

Outiook

\With & rationalised infrastructure, a fit-for-purpose and well-motivated management team and a compelitive sanvice
proposition in an area of the market often left well alane by competitors, we have established a solid platform fram
which we can now grow and begin our return to profit,

Az we complete the changes to the managament team, the Board and its adwisors, the Company has the strength
in depth to execute on its strategy of growth in both the 247 emergency service and through teking on new long-
term specizlist contracts in our core areas of expertiss,

\Work on greater financial controls means that the Company is moving closer 1o establishing a sound financial
outlook in the current year.

Gill Leates
Executive Chairman
14 Fehruary 2019




REACT Group PLC

Strategic Report
For the year ended 30 September 2018

PRINCIPAL RISKS AND UNCERTAINTIES FACING THE GROUF
Dependence an Key cusiomers

REACT generates a significant proportion of its revenues from a limited number of customers. It may prove difficult
to gain new business and to achisve turnover growth from such custamers, The Group is aiming fo mitigate this
risk by building relationships with large FM companies and targeting larger corporate customers from the private
sector.

Attraction and retention of kKey management and employees

The successful operation of the Group will depend partly upan the performance and expertize of its management
and employess,  As part of & wholesale review of the business all Lraining is being reviewed and any personnel
requiring additional training will be put on relevant courses as appropriate, Al services offered within the business
ara being assessed and relevant Key Performance Indicators are being put in plece so that performances can be
menitorad at all levals of the Company.

Impact of Brexii

The Group has a significant number of employess who come from the EUL. Most of them have been in the UK for
aver five years and will ba able to apply for 'setlled status', and those who have been in the UK for lezss than five
years will be able to apply for ‘pre-setfled status’, Asihe Group expands it will continue to adopt a policy of diversity
armongst its employeses and welcome future staff from bath the EU and the LK.

Future funding requirements

The Group made a trading loss in the year snded 30 September 2014. Based an the trading outloak for the next
12 monthz. it is anticipated that no further funding will be required. However the board regularly manitors the
Group's performance and its averall cash position.

Healfth and safety

Given the nature of the business our operators are often working in challenging conditions,  As & consaguence
the Group takes its responsibilitiss with regard to the health and safety of its amployees very seriously, A review
of working practices was undertaken during the year lo ensure that they are appropriate for our business and thal
the high standards expected are maintained throughout the Group.

FINANCIAL AND CAPITAL RISK MANAGEMENT

The directors constantly monitor the financial risks and uncertainties facing the Group with particular refarence 1o
the axposure of credit risk and liguidity risk. They are confident that suitable policies are in place and that all material
finaricial rizks have been considered. The financial risk management objectives and policies can be found within
note 21 of the financial statements.



REACT Group PLC

Strategic Report
For the year ended 30 September 2018 {continued)
KEY PERFORMANCE INDICATORS (KPls)

Financial: The key financial indicators are as follows:

2018 2017
Revenus £3.30m £2.64m
Gross margin 21.0% 31.4%
Less fram continuing cperations before exceplional iterms £6514,000 £303.000
Exceptional items £1,337.000 -
Loss from continuing oparations after exceptional items £1,930,000 £393.000
Cash £423 000 831,000

The board recogrises the importance of KPU's in driving appropriate behaviours and enabling the ronitoring of
Group performanca. As the business now has additional overheads following its AIM listing, and separation from
Autoclenz Limited, the main challenge now is o increase revenus at more afiractive margins.

Mon-financial, The board is reviswing how it can monitor and improve customer relationships, the motivation and
retention of employees as well as service quality and brand awareness,

it LT .
Executive Chairman . '

14 February 2018




REACT Group PLC
Corporate Governancea Statement

The Board befieves strongly in the value and importance of good corporate govemancs and its accountability to all
af REACT's stakeholders, incuding sharehalders, staff, customers and suppliers. In the statemant helow, we
explain our approach to govemance, and how the Board nparates.

Changes to the AlM Rules for Companies on 30 March 2018 renuired AIM companies to apply a recognised
corporate governance cods from 28 September 2018. REACT has chosen to adhere to the Quoted Company
Alliance’s ("OCA™Y Comorate Governance Cods for Small and Mid-Size Quoted Companies {revisad in April 2013}
to meet the new requirements of Al Ruls 28.

The QCA Coda is constructad around ten broad principles and & set of disclosures. The QUA has stated what it
considers to be apprapriate arrangements for growing cempaniss and asks companies to provide an explanation
sbout how they are meeting the principles through the preseribed disclosuras. We have consideraed how we applhy
each principle to the extent that the Board judges these to be appropriate in the circumstances, and below we
provide an explanation of the approach taken in relation to egch.

Board Composition and Compliance

The QCA Code requires that the boards of AlM companies have an appropriate balance between exscutive and
non-executive directors af which at least twa should be independsnt. At present REACT doas not comply with this
requirement of the Code. Following the resignation of the Group Financa Director on 30 June 2018, as at the yaar
end the Board comprised Gill Leates, as parl ime exscutive Chairman, and Lesley Innas as an indepandent nan-
execulive director. Robart Gilbert then jeined the board on 1 Movembar 2018 and brings with him considerabls
sales and marketing experience, and Lesley Innes resigned on 18 January 2019, The day to day operations wera
managed by Melvin Teale, as Interdm Head of Dperations. Mr Teals left the business on 30 November 2018 and
the recruitment process of & new permanent Managing Director for the main trading subsidiary is at an advancsd
stage.

The size of the Group does not justify the establishment of 2 formal Nominations Committes, but it remains our
intention to appoint additional executive directars to strengthen the Board when the size of the business increases
and the Company's financial position improves,

Board Evaluation
Performance of the directors is reviewsd informally by the Chaiman on an angoing basis and action taken to
address any issues arising as appropriate.

Shareholder Engagement

Shareholders are encouraged to stlend General Meetings and are provided with the Chairman's contact details on
all Compary announcements mads via RMS. The Board alzo has ultimate responsibility for reviewing and
appraving the Annual Report and Accounts and confirms that, taken =s a whaole, they are fair, balanced and
undarstandable and provide the information necassary for sharshaolders to assess the Group's position and
performance, business mode! and strategy.

The following paragraphs st out REACT 's compliance with the 10 principles of the QCA Code,

Principls 1; “Establish a strategy and business mode! which promotes long-term valus for sharehalders™.
REACT is a specialist cleaner capable of dealing with diverse and sxireme cleaning problems whose common
factor is typically that they are beyoend the "usual® cleaning tasks of facilities managers and other sub-contractors
ar in-house service providers. REACT s service offering typically supplements these cleanears for those tasks which
require specialist capital equipment or clothing, are hard to reach, In hazardous or difficult locations or require
speratives to have specialist health and safety training or specialist accreditations, The Campany has two main
parts to its business: the provision of 247 emergency sanvices primarily to cover the police, prisen and railvway
customer base: and the provision of contract cleaning services o 2 large London hospital and a Highways
COMmpany.

The Board's strateqay going forward is o grow both parts of the husiness organically and, where appropriate, by
acquisition. There have been a number of changes In the management of the business which have resulted in
impraved infrastructure and financial contrals, It is now the Board's intention o increase the investment in sales
and marketing to identify opportunities for growth and to focus its efforts an bidding for new contracts in its core
areas of expertise,



Principle 2:"Sesk to undersiand and mest shareholder needs and expectations.”

The Board believes it is important to provide sharsholders with clear and transparent information on the Group's
activities, strategy and financial position. Responsibility for investar relations rests with the Chaimman whose
contact details are provided on the websits and on all snnouncamants released via RNS; shareholders are also
encouraged to attend General Mestings during which time is set aside specifically to allow questions from attending
members to be addressed by the Board. & rangs of corporate information (including all BEACT Group
announcemants) is alsa availabls to shareholders, investars and the public on our website,

At the AGIM, separate resolutions are proposed on each substantial issue. For gach proposed resolution, proxy
forms are izsued which provide voting shareholders with an opporunity to vote in advance of the AGM if they are
unable to vote in person. Our registrars count the prosy votes which are praperly recorded, and the results of the
AGK are announced through an RNS.

&t the 2017 and 2018 AGMs the Board sought suthority from shareholders to allot up to 30% and 10% respectively
of the Company's issued shars capital on a non-pre-emptive basis. Following the Placing in August 2018 the
Campany has authority to issue up to 38% of issued share capital. The directors are aware that this is nat in lins
with the 5% recommended by the Pre-Emption Graug's Statement of Principles as updated in 2015, However, the
directars note that mits of this level are nat unusual for AWM quoted companies of the size of REACT, and the
directors believe that this level of authority has been and remains appropriate in order to allow the Company
flexibility ta move quickly in order to finance business opportunities which may arise.

The Board is keen to ensure that the voting decisions of Shareholders are reviewsd and monifored and that

approvals saught at the Company’'s AGM are as much as possible within the recormmended guidelines of the QoA
Code.

Principle 3: “Take into account wider stakehelder and social responsibilities and their implications for long
term-success”

The Board recagnises its prime respansibility undsr UK corporate law is to promote the success of the Company
for the banefit of its membears as a whole, The Board also understands that it has a responsibility towards its
employees, customers and suppliers and to take into account, whers practicable, the social, environmental and
economic impact of its activities an its stakehalders.

Accordingly, we have a detailed Corporate Social Responsibility Palicy in place which outlines our commitment to
our social responsibilifies.  We also undertake regulsr business risk assessments in accordance with the
1509001:20156 and 1S014001:2015, to assess and manage the risks associated with the operational aspscts of
the business including the environmental impact. Under the |80 2015 Standards we also hava lo identify other
‘Interested Parties' who may be affected by daily operation of the organisation, and document and regularly review
how we manage those relationships.

The Board also takes its responsibilities with regard to health and safety and warking practicas very seficusly and
ensures that the Company complies with all the necessary legislation, and that employees are given apprapriate
training for the work that they have to undertake.

Frinciple 4: “Embed effective risk management, considering both opportunities and threats, throughout
the organisation.”

Responsibility far the managesment of risk in the business rests with the Board. The Company’s business is subjact
to & number of risks and uneertainties and the Board continually cansiders how to identify and mitigate the Key
business risks that could impact upon peformance. The principal risks and uncertainties facing the Group and how
thay being addressed are as follows:

Dependence on key customers

REAGT generates a significant proportion of its revenues from a [imited number af customers. It may prove difficult
to gain new business and to achisve turnover growth from such customers. The Group is aiming to mitigate this
risk by investing in its sales and marksting effort, building ralationships with large Facilities Management companias
and targeting largaer carporate customers from the private sector,

Attraction and retention of key management and employees

The successful operation of the Group will depend partly upon the performance and experlise of its managament
and employess, As part of 3 wholesale review of the business a comprehensive training program has been putin
place and any parsonnel requiring additional training will be put an relevant courses as saon as practicable, All
sarvices offered within the business are being assessed and relevant Key Performancs Indicators ares being put in
place so that performance can be monitored at all ievals of the Company.




Futurse funding reqguiremenis

The Group made = trading loss during the year ended 30 September 2018, If the Group’s return to profitability is
slower than expected the Company may nesd to seek addilional funding to mest its weorking capital requirements.
However the Board regularly reviews the Group's performance and its overall cash position and based on the
trading outlook for the next 12 months, it is anticipated that no further funding will be required.

Heaalth and safely

Given the nature of the business our operalors are often working in challenging conditions.  As 2 conseguence
the Group takes its respansibilities with regard to the health and safety of its employees very serously and has
implermented a number of policies to ensure the well-being of its staff,

The directors also constantly monitor the financial risks and uncertainties facing the Group with particular reference
lo the exposure of credit risk and Tquidity risk. They are corfidant that suitable policies are in place and that all
malerial financial risks have been considersd. The Group's financial instruments comprise cash balances and
receivables and payshles that arise directly from its operations. The main risks the Group faces are liquidity risk,
capital risk and foreign currency risk. The board regularly revisws and agrees policies for managing each of thess
risks, The Group's policies for managing these risks are summarizad below,

Interest risk
The Group is not exposad ta significant interest rate risk as it has limited interest bearing liabilities.

Credit risk
The Group is exposed to credit risk as services are invoiced a5 s00nN 83 practicable after completion. This rsk is
mitigated as most large customers have been customers for several years and have good cradit ratings. The board

has alzo put procedures in place to ensure all services ars invoiced promplly and payments received in & limsly
manner,

Liguidity risk

Liquidity risk is the risk that Group will encounter difficully in meeting the obligations associated with financial
liabilities. The respansibility for iquidity risks management rest with the Board of Directars, which has established
appropriate liguidity risk management framswork for the management of the Group's shert term and long-term
funding risks management reguirements,

Capiial risk

The Group's ohjectives whan managing capital are to safequard the ability in continug as 8 going concern in order
ter provide returns for shareholders and benefils to other stakeholders and to maintain an optimal capital structure
to reduce the cost of capital.

Principle 5: “Maintain the beard as a well-functioning, balanced team led by the chair.”

The members of the board have a collective respansibility and lzgal obligation to promaote the interasts of the Group,
and are collectively responsible for defining corporate governance arrangements. Ultimate responsibility for the
guality of, and approach to, corporate governance lies with the chair of the board.

As highlighted above the Board did not fully comply with Principle 5 of the Codg during ths year under review as it
comprised a part-time Executive Chairman and one independent non-executive Director. However, sach direciar
currently devotes as much time as is required in order fo fulfil their functional, operational and governance
responsibilifes, Since the year end the Board has been strepglhened by the appeintment of an additional
independent non-axacutive with appropnate sales and marketing exparience. Although Lesley Innes, the other
non-executive director resigned on 18 January 2018, the Board i= close to appointing another non-executive
director with relevant experience. |Lis also the Board's intention to appoint additional executive directors when the
Company's financial position improves, and the size of the Campany justifias it

Dietails of the individual directars and thair biggraphies are sst out on this websile wwnwred clple.co.uk: The directors
evaluate the balance of skills, knowledge and sxperience on Lhe Board when defining the role and capahbilifies
reguired for nevw appointments,

The Board is responsible for management of the business, setting the strategic direction and policies. The Board
meets ragularly to attend to any issues which require the attention of the Board and oversees the financial position
af the Company menitoring the business and affairs on hehalf of the Sharsholders, to whom the Directors are
aecountable. The Board also addresses issues relating o internal control and the Company's approach o risk
managemant.



During the year under review the day-to-day management of the Group's business was delegated to the Interim
Head of Operations who reported to the Executive Chairman. Following his deparfure on 30 Navember 2018 his
duties have been performed by other memberz of the senior management team and, previously advised a new
permanent Managing Director will join the business in the near future,

During the year ended 30 September 2018 the Board held 7 scheduled mestings. The primary duty of the Board
is to mct in the best interests of REACT Group PLC at all times.

Audit Commities

The Audit Committes mests at least twice a8 year. The commities is responsible for making recommendalions to
the Board on the appointment of auditors and the audit fee and for ensuring that the financial performance of the
Group iz properly monitored and reported. In addition, the Audit Committee receives and reviews reports from
management and the auditors relating o the interim repor, the annual report and accounts and the internal control
systems of REACT Group PLC. The naw non-executive director who will soon be appointed will join Gillian Leates
on this committes.

Remuneration Committee

The Remuneration Committee meests not less than once each year. The commities is rasponsible for the raviaw
and recommendation of the scale and structure of remuneration for senior managemeant, including any bonus
arrangements ar the award of share options with due regard to the interests of the Shareholders and the
parformance of REACT Group PLC. The new non-gxecutive dirgctor will join Gillian Leates on this committes,

Principle &: "Ensure that between them the directors have the necessary up-to-date experience, skills and
capabilities.”

The Board currently comprises a part time Executive Chairman and an independent non-executive director, The
skills and experience of the Board are set out on the company wehsite.

The Board is kept abreast of developmeants of governance and Al regulations. The Company's lawyers provide
updates an governance issues and the Company’s NOMAD provides annual Board AW Rules refresher training
as well as the initial training as part of a new director's on-boarding.

The directors have access ta the Company’s NOMAD, registrars, lawyers and auditors as and when raquired and
are able to obtain advice from other external bodies whan necessan.

The Company is mindful of the izsue of gender balance although Board appointments are made with the primary
aim of ensuring that the candidate offers the required skills, knowledge and experience.

Principle 7; “Evaluate board performance based on clear and relevant objectives, seeking continuous
improvement.”

Performance of the diractars is reviewed informally by the Chair on an ongaing basis and action taken to addrass
any issues arising as appropriate.

The Board meets formally approximately 8 times a yvear with ad hoo Board meetings as the business demands.
There is a strong flow of communication betweaen the directors. The Agenda s set with the consultation of all
directors, with consideration being given to both standing Agenda items and the strategic and cperational needs of
the business. Papers are circulated in advance of the meetings, giving directors ample time 0 review the
decumentation and enabling an affective maeting, Resulting aclions are tracked for appropriate delivery and follow
up.

The composition of the Board continuas to be menitored, in particular the balance of executive and non-execulive
directars.

Whilst the Board has not undertaken any formal training this is something that will be considered as the business
grows and the Board establishas further. The directors have a wide knowledge of the business and requirements
of directors' fiduciary duties. The directors have access to the Company's NOMAD and auditors as and when
required. They are also able, at the Company's expense, to obtain advice from external bodies if reguired. The
Board a3 a whaole Is mindful of the need for considering succession planning.




Principle 6: “Promote a corparate culture that is bazed on ethical values and behaviours.™

The Board believes that the promation of 3 corporals culiurs based on sound ethical values and behaviours is
szsential to maximise Shareholder valus. The Company maintsins and regularly reviews a staff handbook that
includes clear guidance on what is expected of every emplayee of the company. As noted above the Company
also has detailed Corporate Sccial Responsibility Policy in place which outlines our commitment to our social
responsibilities and provides guidance for employess.

The Board slso takes its responsibilitiss with regard to health and safety and working practices very seriously and
ensures that the Company complies with all the necessary legislation, and that employ=es are given appropriats
training for the wark that they have to underake.

lssues of bribery and corruption are taken seriously. The Company has a rayo-tolerance appraach to bribery and
corruption and has an anti-bribery and corruption policy in place to protect the Company. its employees and those
third parties to which the business engages with. The policy is pravided to staff upon joining the business and
training is currently being provided to ensure that all employees within the business are aware of the importance
of preventing bribery and corruption. There are strang financial controls across the busingss to ensure on going
manitoring and early detection.

A whistleblowing policy is in place, which enables staff to raise amy concems in confidenca,

Frinciple 9 “Maintain governance structures and processes that are fit for purpose and support good
decision making by the board.”

The Board provides strategic leadarship for the Group and Is developing its corporate governance framewark. lts
purpose is to ensure the delivery of long-term Shareholder value, which invalves setting the culture, values and
practices that operate throughout the business, and defining the strategic goals that the Group implements n its
business plans. The Executive Chairman has overall responsibility for corporate governance and in premoting high
standards throughout the business as well a5 the managament of the day to day operations. [tis the role of the
indepandent nan-executive directors to contribute indepandent thinking and judgement through the application of
their external experience and knowledge, scrutinising the performance of managerment, providing constructive
chalenge to the Exscutive managament and ensuring that the Group is operating within the governance and risk
framework approved by the Board. They also review and challenge the financial information produced by the
executive management.

The matters reserved for the board are:

+ Setting long-term objectives and commercial strategy;

- Approving annual aperating and capital expenditurs budgets;

- Changing the share capital or corporate structure of the Graup;

« Approving half year and full year results and reports,

+ Approving majar investments and contracls,

- Approving resolutions to be pul to general maatings of sharehalders and the associaled documents or circulars;
and

« Approving changes to the board structure,

The Board has spprovad the adoption of the QCA Code as its governance framework against which this statement
has been prepared and will monitor compliance against this Code on an annual basis and reviss its govemance
framework as appropriate as the Group evolves, Details of the Audit Committee and the Remuneration Committes
are detziled in relation to Principle 5 above.

Principle 10: "Communicate how the company is governed and is performing by maintaining a dialogus
with shareheolders and other relevant stakeholders™
See investor relations activities described above in relalion fo Frinciple 2.

Gill Leates
Executive Chairman
14 February 2018
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REACT Group PLC

Directors’ Report
For the year ended 30 September 2018

The directors present their report and the audited financial statements of the Graup for the year to 30 September
2018,

PRINCIPAL ACTIVITY

The principal activity of the Group continued to be that of a specialist cleaning and decontamination service to the
public sectar.

BUSINESS REVIEW AND RESULTS FOR THE YEAR

In accordance with section 414G(11) of the Companies Act 2008 the Group choosas to report the review of the
business, the future outlook and the risks and uncertzinties faced by the Group in the Executive Chairman's
Statement (pages 2 and 3) and the Strategic Report (pages 4 and 5). Mo dividend is payable in respact of the year
(20172 £MIl),

DIRECTORS
The directors who served the company during the period and up to the date of this report were a8 follows:

GM Leates

B Gilbert (appointed 1 November 2018}

LE Innes {sppointad 13 February 2018; resignad 18 January 2018)

N Barnes (appaintad 27 October 2017, resigned 30 June 2018}

C Vermaak (appointed 2 October 2017, resigned 27 Karch 2018)

RS Woolley (appointed 18 September 2017, resigned 13 February 2018}
& Rummery {rasigned 5 Ccotobar 2017}

Details of directors’ ramuneration iz sat out in Mote 4 to the accounts:
The directors of the Group held the following beneficial interests in tha shares and share options of REACT Group

PLC at 30 September 2018. There has besn no changs in Mrs G Leates shareholding since the date of this
rapart,

Issued Share Capital Share Warrants
Oirdinary Crdinany Warrant
sharas of Parcentage shares of exErCise
0.25p each Hald 01.25p each price
G Leates 505,238 0.14% 2,380,000 1.68p
LE Innes ; - - z
Fu Gilbert -

The share warrants held by GM Leates wers granted on 17 August 2015 and are exercisable at 1.68p at any time
after 17 August 2016 up to 17 August 2025.

INDEMNITY OF OFFICERS
The Group purchases directars’ and officers’ insurance against their costs in defending themselves in legal
proceadings taken against them in that capacity, and in respect of damages rasulting from the unsuccassiul
defence af any proceadings.

1



SUBSTAMNTIAL SHAREHOLDINGS
Zubstantial sharshaldings as at 30 September 2018 and 23 January 2049 were as follows:

30 September 23 January

2078 2018
Helium Rising Stars Fund 23.75%: 23.79%
Oictopus Investments Mominees Limited 18.52% 18.52%
Thomas Grant and Company NMominees Limited 11.155% §:35%
kir G Stavrinidis 5.15% 61585
Mr S Mutley = 4.09%

FINANCIAL INSTRUMENTS
The Group's exposure to financial risk is set out in note 21 1o the accounts.

PUBLICATION OF ACCOUNTS ON GROUP WEESITE

Financial statements are published an the Group's website. The maintenance and integrity of the website is the
rasponsibility of the directors. The directors’ responsibilities also extend to the financial statemeants contained
thersin.

GOING CONCERN

The financial statements have been prepared on the assumption that the Group iz & going concern. When
assessing the foresesable future, the directors have looked at the budget for the next 12 maonths from the date of
this report, the cash at bank available as at the date of approval of this report and are satisfied that the Group
should be able to cover its operating losses. After making enquiries, the directars have a reasonable expectation
that the Group has adequate resourcas to continue in oparational existance for the foreseesble future. Accordingly,
they cantinue to adopt a going concern basis in preparing the annual report and financial statemeants,

STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are responsible for preparing the Divectors” Report and the financial statemenis in accordance with
applicable lzws and regulations.

Company law reguires the directors to prepars financial statermants for each financial periad. Under that law the
directors have, as raguired by the Alld Rules for Companies of the Londoen Stock Exchange. elecied to prepare
financial staterments in accordance with Intermational Financial Reporting Standards (IFRS} as adoplad for use in
the Europsan Union. Under company law the directors must nat approve the financial statements unless they are
=atisfied that they give a true and fair visw of the state of sffairs of the company and of the profit or loss of the
company for that period. In preparing these financial staternants. the directors are required o

=  selact suitable accounting policies and then apply them consistently;

»  make judgements and astimates that are reasonable and prudent;

. state whether the company financial statsments have been preparad in accardance with [FiRS as adopted by
the European Union subject to any material deparures disclosed and explainzd in the financial statements;

» prepares the financial statements en the going concern basis, uniess it is inappropriate ta presume that the
company will continue in business.

The directors confirm that the financial statements comply with the above requirsments,

The directars are responsible for keeping adequats accounting records that are sufficient to show and explain the
compahny's transactions and disclose with reasanable accuracy at any time the financial position of the campany
and enable them to ensure that the financial statements comply with the Companies Act 2008. They are also
responzible for safeguarding the assets of the company and hence for Laking reasonable steps for the prevention
and detectinn of fraud and other regularities,
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REACT Group PLC

Directors’ Report
For the year ended 30 September 2018 (continued)

STATEMENT AS TO DISCLOSURE OF INFORMATION TC AUDITORS

So far 2= the directors are aware, there is no relevant auditinformation (as defined by Section 418 of the Companies
Act 2008 of which the Cempany's auditor is unaware, and sach director has taken all the steps that he ought to
have taken as a director in arder to make himself aware of any relevant audit information and to establish that the
Group’s auditor is aware of the Information.

AUDITOR

Jeffreys Henry LLP will be proposed for re-appointment as auditors of the Company at the forthcoming Annual
General Meeting.

ﬁ-Mﬁuph

an behalf of the Board
Gill Leates
14 February 2019
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Independent Auditor’s Report to The Members of
REACT Group PLC
For the year ended 30 September 2018

Cpinion

Wa have audited the financial statements of REACT Group PLE {the 'parent company’) and its subsidiaries (the
‘Group’) for the year ended 30 September 2018 which comprise the income statement. consalidated statement of
cemprehensive income. consolidsted statement of changes in equity, company statement of changas in equity,
consalidated statement of financial position, company statement of financial position, consalidated statement of
cash flows, company statemant of cash flows and notes to the financial statements, ncluding 2 summary of
significant accounting policies. The financisl rporting framework that has been appliad in the preparation of the
Group financial statements is applicable law and Intemnational Financial Reporting Standards (IFRSs) as adopled
by the Eurcpesan Union. The financial reperiing framework that has been applied in the preparation of the parent
company financial statements is applicable law and International Financial Reporting Standards (IFRSs) as
adopted by the European Union as applied in accordance with the provision of the Companies Act 2006,

In our apinion:

«  the financial statements give a true and fair visw of ths state of the Group’s and of the parant company's affairs
as at 30 September 2018 and of the Group's loss for the year then endad,

+  the Group financial statements have been properly prepared in accordanca with IFRSs as adopted by the
European Unlam,

+  the parent company financial statements have been propetly prepared in accordance with IFRS's as adopted
by the Eurapean Union as applied in accordance with the provisions af the Companies Act 2008; and

»  lhe financial statements have been prepared in accordance with the requirements of the Campanies Act 2008,

Bazis for opinign

we conducted our audit in accordance with Intemational Standards an Auditing (UK) (154s (kY and applicabls
law, Our responsibilities undar those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audil of the financial statements in the UK, including the FRC's Ethical
Standard as applied to listed entities, and wa have fulfilled our other ethical respansibilities in accordance with
these requirements. Ywe believe that the audit evidence we have oblained is sufficient and appropriate Lo provide
a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the IS43 {UK) require us to report
to you where!

« the directors' use of the going concemn basis of accounting in the preparation of the financial stataments
iz hot appropriate; or

«  the difectors have not disclosed in the financial statements any identified material unceriainties that may
cast significant doubt about the Group’s or the parent company s ahility to continue to adopt the going
concern basis of accounting Tor @ period of at least twelve months from the date when the financial
statements are authorised for issue.
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Independent Auditor’'s Report to The Members of
REACT Group PLC
For the year ended 30 September 2018 (continued)

Cur audit approach
Crrarview

Key audit matters
Key audit matters are those matters that, in our professional judgmeant, were of most significance in our audit of the
financial statements of the current period and includs the maost significant assessed risks of material misstateament
pwhether ar not dus to fraud) we identified, including thoze which had the greatest effect on: the overall audit
strategy, the allocation of resources in the audit; and directing the efforts of the engagerment team. These matiers
were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provids a separate opinian an these matters. This is not a complete list of all risks identifiad
by aur sudit,

v Possible impairmant of investments and gooadwill

. Presentation of financial statements ona going concern hasis

« Recoverahility of trade recetvables

These are explained in more detail below

Audif scope

+  \We ronducted audits of the complete financial infarmation of REACT Group ple, REACT Specialist
Cleaning Limited, REACT Occupatianal Hygiene Services Limited, REACT Environmental Services
Limited, and REACT 3C Holdings Limited,

« e parformed specified procedures over certain account balances and transaction classes at other Group
companies.

»  Taken together, the Group companies ovar whichwe performed our audit procadures accounted for 100%
af the absalute profit befare tax (i.a. the sum of the numerical valuss without regard to whether thay wers
profits ar losses for the relevant reporting units) and 100% of revenue,



Independent Auditor’s Report to The Members of

REACT Group PLC

For the year ended 30 September 2018 (continued)

Key audit matters

Fay audit matter
Possible impairment of investments and goodwill
— Campany Risk

GGiven the Group is lass making, an impairmeant review
af both invastments and goodwill is a key risk.

Directors believe that while the Group is loss making
curranthy it will break even in 20149,

Directors have considered the value of the goodwill
and the scquired customer list in the groug with regard
ta the medium term trading outlook and decided it is
prudent o wrile down the purchased goodwill and
acquired customer fist to £174,000.

YWie carried out 8 review of the investments held in the
subsidiaries and the goodwill carmied.

YWe reviewsd management's impairment workings
provided and audited the assumptions used.

Wile reviewed managements basis for impairmesnt
across the Company and agras with their approach.

Presentation of financial statements on a going
concern basis

Given the Group is loss making £1,930,000 {2017
E438 0007, a geing concern review s regquired to
ensure that management has sdequate cash reserves
to continue as a going concem.

The directors have stated that while they anlicipats the
Group to be loss making in the first half, they project
that it will begin to break even in the secand half of the
year ending 30 Septernber 2019,

The directors belisve they have adequate cash
resenvas to continug &8s a going concern in 2009 with
cash balance of £423.000, (2017: £631,000)

We have reviewed managements going concem
review and feal that their review has been robust,

Having reviewad the cash reserves, we believe that
while the Group will be loss making it. it will have
gnough cash to continue as a going concern for the
next hwelve months,

The fund raising perfofmead bafors the vear end has
ensured. a sufficient cash balance.

Recoverability of frade receivables

At year end the Group had trade receivables
outstanding of £990,000 (2017: £672,000),

Manzgement has taken the view that a bad debt
provision of £339,000 (2017 £40,000), would be
pruclant,

Wil have reviewead old bad debis and discussed with
managemant as to why thiey remain uncollectad.

We have vouched a sample of post yvear end receipts
to ascerain how much has been recovered.

Qur application of materiality

The scope of cur audit was influenced by our application of materiality, We set certain quantitative thresholds for
materiality. Thase, together with qualitative considerations, helped us to determine the scope of our audit and the
nature, timing and extent of our gudit proceduras on the individual inancial
statement line items and disclosures and in evaluating the effect of misstatements, bath individually and in

aggregate on the financial statements as a2 whole.
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independent Auditor’s Report to The Members of
REACT Group PLC
For the year ended 30 September 2018 (continued)

Eased on aur professional judgment. we determined materislity for the financial statements as a whale as lollows:

Group financial statements Company financial stat'_em_e_rj._'[_s
Cherall materiality EFS5000 {30 Septembar 2017 | £74000 (30 September 2017
= £51,000). £41.000).
| How we determined it Based on 10% of net loss Basad on 10% of net loss
Rationale for We helieve that net loss is the | We believe that net loss is lhe
benchmark applied primary  measure  used by primary  measure used by
shareholders in assessing the shareholders in asssssing the
performance of the Group. parformance of the Company.

For each companant in the scope of our Group audit. we allocated a materiality that is less than our averall Group
materiality. The range of materiality allocated across compansnls was between £2 000 and £74,000,

VWe agreed with the Audit Committee that we would report Lo them misstatements identified during our audit above
£3,760 (Group audit) (30 September 2017: £2,550) and £3 700 (Company audit} (30 September 2017 £2,000) as
well a5 mizstatements below those amounts that, in our view, warranted reporting for qualitative reasons.

An overview of the scope of our audit

Ag part of designing our audit, we determined materiality and asssssed the risks of material misstatement in the
financial statements. In particular. we looked at where the dirsctors made subjective judgments, for example in
raspect of significant accounting estimates that involved making assumptions and considaring future events that
are inherently uncertain, As in all of our audits we also addressed the risk of management override of internal
contrals, including evaluating whether thers was evidence of bias by the directors that represented = risk ol material
risstatement due o fraud,

How we tailored the zudit scops

\We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinien on the
financial statements as a whole, taking into account the strusture of the Group and the Company. the acceunting
processes and cantrols, and the industry in which they operats,

The Group financial statements are a3 consolidation of 5§ reporting units, comprising the Group's cperating
buzinesses and holding companias.

We performed audils of the complete financial information of REACT Group ple, REACT Specialist Cleaning
Limitad, REAGT Occupational Hygiene Services Limited. REACT Environmental Services Limited. REACT 5C
Holdings Limitad reporting units, which were individually financially significant and accounted far 100% of the
Group's revenus and 100% of the Group's abselute profit befors tax (e, the sum of the numerical values without
regard to whethar they were profits or losses for the relevant reporting units). We also perfarmed specified audit
procedures over goodwill and investments, as well a5 certain account balances and transaction classes that we
regarded as material to the Group at the five reporting unis, with all five based in the United Kingdom,

Cther information

The directors are regponsible for the ather information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereoen. Dur opinion on the
financizl statements does not cover the other information and, except to the extent otherwise explicitly stated in our
report, we oo not express any form of assurance conclusion thereon.

In cannaction with our audit of the financial statements, our responsibility is to read the othar information and, in
doing so. consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears o be materally misstated. If we identify such material
inconsistencies or apparent matsrdal misstatements, we are required to dstermine whether thers is a materal
misstaterment in the financial statements or a material misstatement of the other information. If, based an the wark
we have performed, we conclude that thers is a material misstatemeant of this other information, we are reguired {o
report that fact, We have nothing to report in this regard.
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Independent Auditor’s Report to The Members of
REACT Group PLC
For the year ended 30 September 2018 (continued)

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit
s the information given in the strategic report and the directors’ report far the financial year for which the
financial statements are prepared is consistent with the financial stataments; and
« the strategic report and the directors’ report have been prepared in accordance with applicable lagal
requirements,

Matters on which we are required to report by exception

Inthe light of the knowledge and understanding of the group and parent company and its environment abtained in
the course of the audit, we have not identified materizl misstaternents in the strategic report ar the directors’ repar.,
YWe have nothing o report in respect of the following matters in relation to which the Companies Act 2005 requires
us to report to you if, in our opinion:
= adequate accounting records have not besn kept by the parent company, or returns adequate for our
audit have not been recsived from branches not visited by us; or
»  the parent company financial statements ara nat in agreement with the accounting records and returns:;
ar
+ cerain disclosures of directors’ remunaration specified by law are not mads; or
= we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement sst out on page 12, the directors are responsibls
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determing is necessary to enable the preparation of financial staterments that
are free fram material misstatement, whether due to fraud or arror.

In preparing the financial statements, the directors are responsible for sssessing the Group’s and parsnl
Cormpany's ability to continue as a going concem, disclosing. as applicable, matters related to going coneern and
using the going concemn basis of accounting uniess the directors either intend to liguidate the Group or the parent
Company or 1o cease operations, or have no realistic alternative butio do sa,

Auditor's responsibilities for the audit of the financial statements

Our ohjectives are ta abtain reasonable assurance about whether the financial statements as a whaole are free from
materal misstatement, whether dus to fraud ar errar, and to issue an suditor's report that includes our apinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with 1548 (UK) will always detect & material misstatement when it exists. Misstatements can arise from fraud or
ermor and are considersd material i, individually or in the aggregate, they could reasonably be axpected toinfluence
the economic decisions of users taken on the basis of these financial statements.

& further description of our responsibilities for the audit of the financial statements is located on the Financial
Reparting Council's website at www. fro.org.ukisuditorsresponsibilities. This description forms part of our auditor's
repart,

Other matters which we are required to address
Tha non-audit s=rvices prohibited by the FRC's Ethical Standard were not provided 1o the Group or the parent

Company and we remain independent of the group and the parent company in conducting our audit,
Our audit opinion is consistant with the additional report lo the audit commities.
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independent Auditor’s Report to The Members of
REACT Group PLC
Far the year ended 30 September 2018 (continued)

Use of this report

This repor is made solely to the corrpany's members, as g body, in assordance with Chapler 3 of Fart 15 ot the
Companies Act 2006, Our audit wark has been undsttaken so that we might state to the company' s members thass
matlers we are required o state to them in =0 audiior's report and for no other purpose, Te the fullest extent
parmitted oy law, we do not accept or assums responsibiity to anyens other than the company and the campany's
members as a bady, for our audil work, for this repor, or for ke opinions we have formed.

l::_,_,—..

B |
N Qs

Saniay Pamnar (Senior Staiutary Auditor)

Far ard on behalf of Jeflreyvs Henny LLP, Statotory Audilor
Sinsgate

Lo Cranwoed Straet

_ondon ESY OEE

14 Febroary 2019




REACT Group PLC

Consolidated Statement of Comprehensive Income

For the year ended 30 September 2018

The notes on pages 29 to 46 form part of these financial statements

20

Motes 2018 2017
£°000 £'000
Continuing Operations
Turnower 3,205 2,845
Cost of sales {2,602} {1,815)
Gross profit 623 830
Administrative expenses 5 (2 644) (1,223
" Exceptional costs included in (1.337) )
administrative expenses :
Operating loss for the year before income tax {1,951) (393)
Income tax credit 6 21 -
Loss for the year from continuing operations (1,930 {393)
Loss far the year from discontinued operations 22 - {45]
Loss for the year {1,930) {438}
Total comprehensive logs for the year attributable to
the owners of the company = & — (438)
Basic and diluted loss per share - pence
From continuing operations 7 057p 0.14p
From discontinuing operations 7 - 0.02p



REACT Group PLC

Consolidated Statement of Financial Position
As at 30 September 2018

Motes 2018 2017
ASSETS £'000 £'000
Mon-current assets
Intangible assets 9 174 1.400
Plant & equipment 10 118 232
280 1,832

Current assets
Trade and other receivables 12 1,141 760
Cash at bank and in hand 13 423 §31

1,584 1,381
TOTAL ASSETS 1,854 3,023
EQUITY
Shareholders’ Equity
Called up share capital 14 1,039 G589
Share premium 4 525 4 B8Y
Feverse acquisition reserve (5,728) (5,728)
Capital redemption reserve 3,337 3,337
Merger relief reserve 1,328 1,328
Share based payments 20 22
Accumulated deficit {3,863) {1,935)
Total Equity 1,081 2.604
LIABILITIES
Current liabilities
Trade and cther payables 15 793 388
Mon - current Liabilities
Deferred tax liability 16 - 21
TOTAL LIABILITIES 783 418

TOTAL EQUITY AND LIABILITIES 1.854 3.023

These financial statements were approved by the Board of Directors on 14 February 2019 and weres
signed on its behalf by:

Gill Leates (g }‘9\ LQ__JG

Director

Company Registration no. 05454010
The notes on pages 29 to 46 form part of these financial stataments.
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REACT Group PLC

Consolidated Statement of Changes in Equity
For the year ended 30 September 2018

Share Share Merger Capital Reverse Share  Accumulated Total
capital  Premium Relief  Redemption  Acquisition based deficit  equity
Reserve Reserve Reserve paymeants
£'000 £'000 £'000 £'000 £000 £'000 £'000 £'000
Balance at 1 Cetober 2018
8a35 4,889 1,328 3357 (5.726) 2z {1,487) 3,042
Share lssue
Loss for the period - - - - - - (438 [438)
Eal t 30 Seplember — :
v ~ B8a 4889 1,328 3337 5,728) 2 (1935 2504
Balance at 1 Cetober 2017
884 4 884 1,328 3337 (5,728) 22 {1,535 2,604
lzssue of shares 3a0 7l - = - - - 420
Share izsus expenses 3 133

133) : "

Logs for the year - - - (1.8930) (1,840

Cn lapse of apfions - - : - = i) 2 -
E;;E'B"m”” September 1059 40 1328 3337 5.726) 20 3863 1,081

Share capital is the amount subscribed for shares at nominal value. Share premium represents
amounts subscribed for share capital in excess of nominal valus.

Merger relief reserve arises from the 100% acquisition of REACT SC Holdings Limited and REACT
Specialist Cleaning Limited in August 2015 whereby the axcess of the fair value of the issued ordinary
share capital issued over the nominal value of these shares is transferred to this reserve in accordance
with section 612 of the Companies Act 2006,

Accumulated deficit reprasents the cumulative losses of the Group attributable to the owners of the
company,

Reverse acquisition reserve is the effect on equity of the reverse acquisition of REACT Specialist
Cleaning Limited.

The capital redemption reserve represents the value of deferred shares cancelled as a result of 2
zhare buyback.

The notes on pages 29 to 46 form part of these financial statemenis

22




REACT Group PLC

Consolidated Statement of Cash Flows

For the year ended 30 September 2018

Cash flows from operating activities
Cash utilized in eperations

Net cash outflow from operating activities
Cash flows from financing activities
Proceeds of share issue

Expenses of share issus

Ciher loans

Gther loan repayments

Net cash inflow from financing activities
Cash flows from investing activities
Disposal of fixed assets

Capital expenditure

Net cash outflow from investing activities

Decrease in cash and cash equivalents
Cash and cash squivalents at beginning of periad

Cash and cash equivalents at end of period
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Motes

2018
£'000
(525}
(525
420
(33)
5%
{21)

435

(208)
631

423

2mM7
£'000
(189

{184)

{111)

{111)

(3009
931

531




REACT Group PLC

Motes to the Consolidated Statement of Cash Flows
For the period ended 30 September 2018

1. Reconciliation of loss before income tax to cash outflow from operations

2018 2017

£'000 E£000
Loss before taxation (1,851) [438)
{Increaseldecrease In trade and other
receivables [B49) 28
Increase in trade and other payahles 615 51
Depreciation and amortisation charges 1,380 156
Loss on disposal of fixed azsets 10 14
Met cash outflow from operations (525 (189)

2. Cash and cash equivalents
2018 2017
£'000 £'000

Cash at bank and in hand 423 531

24




REACT Group PLC

Company Statement of Financial Position
As at 30 September 2018

Motes As at As at
30 September 30 September
2018 2017
ASSETS £000 £'000
Mon-current assets
[nyestments 11 174 1,560
Fixed assets 10 17 1
1941 1,561
CURRENT ASSETS
Trade and other receivables 12 42 260
Cash at bank and in hand 135 248 529
280 1,389
TOTAL ASSETS 4871 2,850
EQUITY
Shareholders’ Equity
Called up share capital 14 1.038 B89
Share premium 4,826 4,888
Werger relisf reserve 1,328 1,328
Capital redemption reserve 3337 3,337
Share based payments 20 22
Accumulated deficit (10,230 {74713
Total Equity 370 2,734
LIABILITIES
CURRENT LIABILITIES
Trade and other payables 15 111 158
TOTAL LIABILITITES 111 156

TOTAL EQUITY AND LIABILITIES 451 2,850
These financial statements were approved and authorised for issue by the Board of Directors on 14
February 2019 and were signed on its behalf by:

G M Leates
Director

Company Registration no. 054534010

The notes on pages 28 to 46 form part of these financial statements




REACT Group PLC

Company Statement of Changes in Equity
For the year ended 30 September 2018

Called up Share Herger Capital  Sharebased  Accumulated Total
Share Pramium Relisf  redemption payments deficit equity
capital Reserve TESETVE
E'000 £'000 £'000 £'000 £'000 £'000 £'000
Balance at 1 October 589 4 BB 1,328 3,337 22 i7,264) 3,001
2018
Loss for the year - - - - - (207 (207)
SameREd SepBoer 584 4,889 1.328 3,357 22 (7471) 2,794
Balance at 1 October G632 4 889 1,328 3,337 22 {7471 2,794
2017
|ssue of shares 350 70 - - - - 420
Expenses of share issue - (33) - - - - (33)
COn lapse of options - - - = (23 2 g
Loss for the vear - - - - - (2,811 (2811
ES%”GE &t SU-Sepiamber 1,039 4926 1328 3,337 20 (10.280) 370

Share capital is the amount subscribed for shares at nominal value. Share premium represants
amounts subscribed for share capital in excess of naminal valus,

Merger relief reserve arises from the 100% acquisition of REACT 3C Holdings Limited and REACT
Specialist Cleaning Limited in August 2015 whereby the excess of the fair value of the issued ordinary
share capital issued over the nominal value of these shares is transferred to this reserve in accordance
with section 6§12 of the Companies Act 2006

Accumulated deficit represents the cumulative losses of the company atiributable to the owners of the
company.

The capital redemption reserve represents the value of deferred shares cancelled as a result of a
share buyback,

The notes on pages 29 to 456 form part of these financial statements
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REACT Group PLC

Company Statement of Cash Flows
For the year ended 30 September 2018

Cash flows from operaiing activities
Cash utilised from operations

Met cash outflow from operating activities

Cash flows from investing activities
Furchase of fixed assats

Met cash outflow from investing activitiss

Cash flows from financing activities

|ssue of shares
Expenses of share issue

Met cash inflow from investing activities

Cecrease in cash and equivalents
Cash and cash equivalents at beginning of
period

Cash and cash equivalents at end of period

Motes

27

Year ended Year ended
30 September 30 September
2018 2017

£'000 £000

(647) (376}

(647) (376)

(21) “

(21} -

420 -

(33) =

387 -

(281) (376)

529 905

248 529




REACT Group PLC

Notes to the Company Statement of Cash Flows

1. Reconciliation of loss before income tax to cash generated from operations

2018 2017

£'000 2000
Operating loss i2,811) (207
Increase in trade and other receivables (401) (232)
Decrease/(increase) in trade and other payables (4a) B3
Provision against intercompany balances 1,219 -

Impairment of Investmeant value 1,386
Depreciation 5 -
Net cash outflow from operations (647) - (376)
2. Cash and cash equivalents

2018 2017

£'000 £'000
Cash at bank and in hand 248 529
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REACT Group PLC

Notes to the Financial Statements
For the year ended 30 September 2018

1. General Information
Basis of preparation and consolidation

The Company is based in the United Kingdom and has been incorporated in England and \Wales.
Details of the registerad office, the officers and advisors to the Company are presented on the
Company Information page at the start of this report.

The consolidated financial statements present the results of the company and its subsidiaries (‘the
Group') as if they formed a single entity. Intercompany transactions and balances between Group
companies are therefore eliminated in full. Wheres the company has control over an investee itis
classified as a subsidlary. The company controls an investes if all three of the following slements
are present: power over the investee, exposure to varable raturns from the investee, and the ability
of the investor to use its power to affect those variable returns. Control is reassessed whenever
facts and circumstances indicate that there may be a change in any of these slemeants of control.

The equity structure appearing in the Group financial statements reflects the eguity structure of the
legal parent. REACT Group PLG, including the equity instruments issued in order to effect reverse
acquisition accounting. The merger relief reserve represents a premium on the issue of the ordinary
shares for the acquisition of subsidiary undertakings. The relief is only available to the issuing
company securing at least a 80% equity holding in the acquired undertaking in pursuance of an
arrangement providing for the allotment of equity shares in the issuing company on terms that the
consideration for the shares allotted is to be provided by the issus of equity shares in the other
COmpany.

2, Accounting Policies

Statement of compliance

The consolidated financial statements of REACT Group PLC have been prepared in accordance
with International Financial Reporting Standards (IFRSs), International Accounting Standards
{IAS=) and International Financial Reporting Interpretations Committee {IFRIC) interpretations
{collectively 'IFRSs') as adopted for use in the Eurepean Union and as issued by the International
Accounting Standards Board and with those pars of the Companies Act 2006 applicable to
companies reporting under [FRS.

Basis of preparation

The financial statements have been prepared under the historical cost convention. The principal
accounting policies are summarised below. They have all been applied consistently throughout the
period under review.

Going concern

Following its review of the Group's financial plans, the board has a reasonable expectation that the
(Group has adequate resources te continue in cperational existence for the foreseeable future. The
financial statements do not include the adjustments that would result if the Group was unable to
continue as a going concern,

Mew and amended standards adopted by the Group

There are no |IFRSs or [FRIC interpretations that are effective for the first time in this financial pericd
that have had a material impact an the Group.
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2. Accounting Policies (continued)

Mew Standards, amendments and interpretations issued but not effective

| Reference

|
Title Summary Application date | Application date
| I: of standard for Group
| IFRE 2 Share Bassd Amendments to clarify the classifcation and 1 January 2015 1 Cotober 2018
Payments messuremsnt of share based transactions
IFRS 3 Business Amendments resulting fram the annugl review 1 February 2019 1 Cctober 2018
Combinations cycle,
IFRS 4 Insurance Amendments regarding the interaction of IFRS 4 1 January 2018 1 Dctober 2018
Contracts and IFRS 3
IFRS 4 Financial Amandments regerding the intéraciion of IFRES 4 1 January 2018 1 October 2018
Instruments and IFR5%
IFRS 4 Finangial Amendments regerding prepeyment features with 1 February 2019 1 Cetober 2019
Inatruments negative compensatian and madifsations of
financizl liakilitizs
IFR511 Joint Amandmenis resulling from the annual revisw 1 Fehruarny 2019 1 October 2019
Amrangements oycle,
IFRS 15 Revenue from Criginal issus with ameandments specitying how 1 January 2018 1 October 2018
contracts with and when to recognize revenue fram cantracts as
customers well &5 requiring more information and relsvant
disclosirss
IFRS 18 Leases Introduces & single accounting mooel for leases 1 Februarny 2019 1 Dctober 2019
with ne disfnction betwssn operating and financs
leases,
A5 20 Investment Armendments o clarify transfers or property o or 1 January 2018 1 Qctober 2018
Property from mvastrnsnt property
IFRS 1. IFR3 Azl Amsndments resulting 1 January 2018 1 October 2015
2,185 28 improvemeants
| 2014-2016 cycle
IFRIC 22 Fareign Currency Amendments to clarify the accounting for 1 February 2015 1 Qctapsr 2098
transactionz and tranzactions that include the receipl ar payment of
advancs advance consideration in & foreign currency.
cansideration
IFRIC 23 Uneertainty avar Addrezs how te reflect Uncertainty in accounting 1 February 2019 1 Oetober 2015
incoms tax far income tax
treatment

The Directors anticipate that the adoption of these Standards and Interpretations in fufure periods
will have no material impact on the financial statements of the Group. The Group doss not intend
to apply any of these pronouncements early,
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2. Accounting Policies (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents
amounts receivable for goods and services supplied. stated net of discounts, returns and value
added taxes. The Group recognises revenue when the amount of revenus can be reliably
measured; when it is probable that future economic banefits will low to the entity; and whean specific
criteria have been met for each of the Group's activilies, as described below, The Group bases its
estimate of return on historical results, taking into consideration the type of customer, the type of
transaction and the specifics of each arrangement,

Rendering of services

The Group provides extreme cleaning services. For rendering of services, revenue is recagnised in
the accounting periad in which the services are rendered. by reference to stage of completion of
the specific transaction and assessed on the basis of the actual service pravided as a proportion of
the total services to be provided.

Taxation
Income tax expense represents the sum of the tax currently payable and deferrsd tax,

{ij Current tax
Current taxes are based on the results shown in the financial statemenis and ars calculated
according to local tax rules using tax rates enacted or substantially enacted by the statement
of financial position date. Income tax is recognised in the income statement or in equity if it
relates to itemns that are recognised in the same or & different period, directly in equity. Current
tax mssets and liabilities for the current and prior periods are measured at the amount expacted
to be recovered from or paid to the taxation authorities.

{ii} Deferred tax
Deferred tax is provided, using the lighility methed, on temporary differences at the statement
of financial position date between the tax base of assets and liabiliies and their carrying
amounts for financial reporing purposes.

Deferred tax liabilities are recognised fur all taxable temporary differences.

Deferred tax assets are recognised for all deductible temporary differenceas, carry forward of
unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will
be avallable against which the deductible temporary differenced. and the carrying forward ar
unused tax assets and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow
all or part of the deferred tax assets to be utilised. Conversely, previously unrecognised
deferred tax assets are recognised to the extent that it is probable that sufficient taxable profit
that sufficient taxable profit will be available to allow all or part of the deferred tax assst to be
utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the pericd when the asset is realised or the liability is settled, based on the tax rates and tax
|aws that have been enacted or substantively enacted at the balance sheet date.

Investments _ )
Investments in subsidiaries are held at cost less any impairment.
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2.

Accounting Policies {continued)

Financial instruments
Financial assets and financial liabilities are recognised when the Group becomes a party o the
cantractual provisions of the instrument,

Cash and cash eguivalents
Cash and cash equivalents comprise cash at bank and on hand.

Operating leases
Fent payable under operating |leases is not recognised in the Group's Statement of Financial
Fosition; such costs are expensed on a straight ling basis aver the term of the leasea.

Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Subseqguent to the initial recognition, trade and receivables
are measured at amortised cost less impaimment losses for bad and doubtful debts, except where
the receivables are interest-fres loans made to related parties without any fixed repayment terms
or the effect of discounting would be immaterial. |n such cases, the receivables are stated at cost
less impairment losses for bad and doubtful debts. Impaiment losses for bad and doubtiul debts
are measUred as the difference betwsen the carrying amount of financial asset and the estimated
future cash flows, discaunted whers the effect of discounting is material.

Fair values

The carrying amounts of the financial assets and lizhilities such as cash and cash equivalenis,
receivables and payahles of the company at the statement of financial position date approximated
their fair values, dus ta relatively short term nature of these financial instruments

Trade and other payables

Trade and other payables are initially recognised at fair value and thersafter stated in amortised
cost, except where the payables are interest fres loans made by related parties without any fixed
repayment terms or the affect of discounting would be immaterial. In which case they are stated at
cost

Impairment of non-financial assets

At each statement of financial position date, the Group reviews the carrying amounts of its
investments to determine whether there is any indication that those assels have suffersd an
impairment loss, If any such indication exists, the recoverable amount of the asset is estimated In
order to determine the extent of the impairment loss (if any). Where the asset does not generate
cash flows that are independent from other assats, the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs, An intangible asset with an indefinite useful
lif2 iz tested for impaiment annually and whenever there is an indication that the asset may be
impaired.

Recoverable amount is the higher of fair valus |less costs to sell and value in use. In assessing
valug in use, the estimated future cash flows are discountad to their present value Using a pre-tax
discount rate that reflects current market assessments of the time valus of money and the risks
specific to the asset for which the estimates of fulure cash flows have not been adjusted. If the
recoverable amount of an asset (or cash-generating unit} is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced tu its recoverable
amount. An impairment loss is recognised as an expenss immediately, unless the relevant asset is
carried at a re-valued amount, in which case the impaiment loss is treated as g revaluatian
decrease.
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2

Accounting Policies {continued)

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) Is increased to the revised eslimate of its recoverable amount, but so that the
increased carrying amount does not excead the carrying amount that would have been determined
had no impairmsant loss been recognised for the asset {cash-generaling unit) in prior periods. A
reversal of an impairment loss is recognised as income immediataly, unless the relevant asset is
carried at a revaluad amount, in which case the reversal of the impairment loss is treated as a
revaluation increassa.

Capital management

Capital is made up of stated capital, premium and retained samings. The objective of the Group's
capital management is to ensure that it maintains strong credit ratings and capital ratios. This will
ensure that the business is correctly supported and shareholder value is maximisad.

The Group manages its capital structure through adjustments that are dependent on economic
conditions. In order to maintain or adjust the capital structure, the company may choose to changs
or amend dividend payments fo sharehelders or issus new share capital to sharsholders. There

werz no chandes to the objectives, policies or processes during the year ended 30 September
2018,

Equity instruments
Equity instruments issued by the company are recorded at the proceeds received. Incremantal
costs directly attributable to the issuance of new ordinary shares are deducted against share capital.

Share-based compeansation

The fair value of the employes services received in exchange for the grant of the options iz
recognised as an expense. The total amount to be expensad over the vesting period is determined
by reference to the fair value of the options granted, excluding the impact of any non-market vesting
conditions (for example, profitability and sales growth targets). Non-markst vesting conditions are
included in assumptions about the number of options that are expected to vest. At each statemeant
of financial position date, the entity revises its estimates of the number of options that are expected
to vest, [t recognises the impact of the revision to original estimates. if any, in the incame statement,
with a corresponding adjustment to equity.

The procesds received net of any directly attributable transaction costs are credited to share capital
(nominal value) and share pramium when the options are exercised.

The fair value of share-based payments recognised in the income statement is measurad by use
of the Black Scholes model. which takes into account conditions attached to the vesting and
exarcise of the equity instruments. The expectad life used in the model is adjustad; based on
management's best estimate, for the effects of non-transferability, exercise restrictions and
behavioural considerations. The share price velatility percentage factor used in the calculation is
based on management's best estimate of future share price behaviour and |s selected based on
past experience, future expectations and benchmarked against peer companias in the industry,
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2.

Accounting Policies (continued)

Property. plant and egquipment

Froperly, plant and equipment are stated at historical cost less subseguent accumulated
depreciation and accumulated impairment losses, if any. Historical cost includes expenditure that
is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits azsociated with the item will
flow to the Group and the cost of the item can be measured relizbly. All other repairs and
maintenance are charged to profit or loss during the financial peried in which they ars incurred,

Depreciation on property, plant and equipment is calculated using the straight-line method to write
off their cast over their estimated useful lives at the Tollowing annual rates:

Computer hardware 20%
Computer software 33%
Motor vehicles 25%
Plant, machinery & equipment 20%

Useful lives and depreciation method are reviewed and adjusted if appropriate, at the end of 2ach
reporting period. During the year ended 30 September 2018 the depreciation rates used were
reviewed and, based on this review, the estimated ussful lives of motor vehicles and plant,
machinery and equipment were extended to 4 yvears and 5 years respectivaly.

An item of property, plant and equipment is derecognised upon disposal or when no future
econcmic benefits are expected to arize from the continuad use of the asset. Any gain or loss
arising on the disposal or retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of the relevant asset, and is
recognisad in profit or loss in the period In which the azsset is derecognised,

Intangibles
Furchased goodwill represents the excess of the cost of acquisition over the company's interest in
the fair value of the identifiable assets and liabilities of 2 business acquired at the date of
acquisition.

Furchased goodwill is recognized as an asset, reviewed for impairment at least annually and
cafried at cost less accumulated impairment losses. Any impairment is recognised immediatety in
profit or loss and is not subsequently reversed. Furchased goodwill is deemed to have an indefinite
useful life due to the expectation of the acquired business fo operate in perpetuity. so is not
amortised,

Customer list represents the value placed on the retained customer list at the acquisition date. The
value recognises that customers, although contracted to the company are not under an obligation
to Use the company senvices,

The custamer list will be amortised over a period of 5 years. An impaimrment review will be conducted
each year and will look at significant changes in the turnover received from major customers.

Employee benefit cosis

The group operates a defined benefit contribution pension scheme for eligible employees,
Contributions payable are charged to the income statement in the period to which thay relate,
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2.

Accounting Policies (continued)

Exceptional items

Exceptional items are material items of income or expanses which have arisen in the normal course
of business but are not expected to re-occur on a regular basis,

Critical accounting judgments and key sources of estimation uncertainty

The preparation of the financial statements requires management to make estimates and
assumptions concerning the future that affect the reporied amounts of assets and lighilitizs and the
disclosure of contingent assets and liabiliies at the dates of the financial statements and the
reported amounts of revenues and expenses during the reporting periods,

The resulting accounting estimates will, by definition, differ from the related actual resulis.

¢ Estimated impairment of goodwill
The directors have carried cut a datailed impairment review in respect of goodwill. The
Group assesses at each reporting date whether thers is an indication that an asset mayhs
impaired, by considering the net present value of discounted cashflow forecasts which
have been discountad at 15%. The cashflow projections are based on the assumption that
the Group can realise projecled sales.

= Share based payments

The fair value of share based payments recognised in the income statement Is measured
by use of the Black Scholes model, which takes intc account conditions attached to the
vesting and exercize of the equity instruments. The expected life used in the mode! is
adjusted; based on managsment's best estimale, for the effects of non-transferability,
exercise restrictions and behavioural considerations. Tha share price volatility percentage
factor used in the calculation is based on management's best estimats of future share price
behaviour and is selected based on past experience, future expectations and benchmarked
against peer companies in tha industry,

«  Amoriisation
Managament have estimatad that the useful life of the fair value of the customer lists
acquired on the acquisition to be § years. Although customers generally are on rolling
annual cantracts or projects managerment believe that a useful life of 5 years s a fairer
representation based on the historical frading of the REACT division with its customers.
The estimate will ba reviewed annually and revised if the useful life is deemed to be lower
or higher than 5 years based an the customer trading of existing clients of REACT division

= Customer list valuation
Wanagement undertake an impairment review annually of all intangible assets held.
Management review goodwill by assigning it to a cash generating unit (CGU)} and calculate
a discounted cash flow forecast based on the assumptions cutlined in MNote & Thess
assumptions are reviewed annually as the business changes. Customer lists are reviewead
for impairment annually also using similar assumptions.

+« Bad debt provision
We perform ongoing credit evaluations of our customers and grant eredit based on past
payment history and industry conditions, Customer payments are closely monitored and
a provision for doubfful debts is established based on management's assessment of the
expected collectability of all accounts receivable,
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3. Segmental Reporting

In the opinion of the directors, the Group has one class of business, being that of specialist cleaning
and decontamination services, The Group's primary reporting format is determined by the
geographical segment according to the location of its establishmants. There is currently only ane
geographic reporting segment, which is the UK, All costs are derived from the single segment.

4. Employees and directors

Wages and salaries
Diractors fees

Social security costs
Pension contributions

The average monthly number of employess |

Directors

Operators and administration staff

2018
£'000
1,858

21
168
11

1,867
No.

3

58

51

2017
£'000
1.025
i3]
100

]

1,222

Details of emoluments received by Directors of the Group for the year ended 30 September 2018

were as follows:

= Leates

L Innes

C Barnes

C Vermaak

S Woolley

G Rummery

3 Metcalfe

M Collingbourne
Total

Car
Salaries Fees benefit 2018 2017
£'000 £'000 £'000 £'000
48 - - 48 30
32 - z 32 =
13 31 - 44 -
35 - 5 40 =
10 = - 10 7
- - - 43
- - - 14
- - - - 25
138 31 5 174 119
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5. Administrative expenses

Auditor remuneration

— audit fees (Company £4,000; 2017 ; £4,000)

— other services

Staff costs (note 4)

less staff costs included in cost of sales
Recruitment

Legal and professional fees {incl AIM related costs)
Property costs

Travel expenses

Insurance

Advertising

Provision against bad debts and accrued income
Ciher expenses

Deapreciation

Less depraciation included in cost of sales
Amortisation

2018 2017
£'000 £'000
25 33

8 1

1,867 1,222
(1,224) (B33
24 ‘

g9 135

40 -

7 96

52 G2

12 25

279 40
169 113
124 112
(B4) (58)
1,226 44
2,644 1.223

The non-recurring exceptional costs of £1,337.000 included in administrative expenses above
include mainly relate to impairment charges totalling £1,182,000 relating to the Asquired Customer
list. which has been fully impaired (£78,000) and Purchased Soocdwill which has been assessed
and partly impaired (£1108.000). The balance of the exceptional costs mainly relates to
recruitment fees and ather employee related costs associated with the changes in the management

af the business during the period under raview.

& Income Tax

Current tax charge
Deferrad tax cradit

2018 2017
£'000 £'000
(21)
(21 -
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Analysis of tax expense!

2018 2017

£'000 £'000
Loss on ordinary activities before Income fax {1,851) (438)
Loss on ordinary activities multiplied by the standard rate of 371 83
corporation tax in UK of 19% (2017: 19%) =) (53)
Effects of:
Amartisation and depreciation not deductible for tax 32 28
Impairment charges 225 -
Other timing differences - -
Increase in net losses carried forward 893 o7
Corporation tax (credit)/charge (21) =

The Group has astimated axcess managament axpenses carried forward of £1.4m (2017 £1.1m)
and trading losses of £0.7m (2017: £0.3m) available to use against future profits. The tax losses
have resulted in a deferred lax asset of approximately £0.4m (2017 £0.3m) which has not been
recognised as it is uncertain whether future taxable profits will be sufficient to ulilise the losses,

7. Loss per Share

Basic loss per share is calculated by dividing the earnings attributable shareholders by the weighted
average number of ordinary shares outstanding during the year being 287 258,184 (2017
275407 733)

Loss  Weighted average Loss per
£'000 Mumber of shares share
Loss attributable to ordinary
shareholders:

Continuing operations 1,830 287,298,164 D.67p

Basic and diluted earnings per share are the same, since where a |oss is incurred the effect of
outstanding share options and warrants is considered anti-dilutive and is ighored for the purpose of
the loss per share calculation. As at 30 September 2018 there were 2, 380,000 (2017 2,380,000}
outstanding share warrants and 2,754 077 (2017: 16,524 454) options which are potaentially dilutive.

8. Company’s result for the period
The company has elected to take the exemption under section 408 of the Companies Act 2008 not
to present the parent company income statermnent account, The result for the parent company for
the pericd was a loss of £2,811,000 (2017 loss of 207,000,
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8. Intangible assets

Group Customer
Purchased List
Goodwill Acnuired Total
£'000 £000 £'000
Cost

AL October 2017 1,260 220 1.500

Amortisation and impairment

As at 1 October 2017 - 100 100
Amortisation charge for the year 44 44
Impairment charge for the year 1,108 76 1,182
Az at 30 September 2013 1,108 220 1,326
Carrying amount

As at 30 September 2018 174 - 174
As at 30 September 2017 1,280 120 1,400

The purchased goodwill relates to intangible assets that do not qualify for separate recognition on the

acquisition of the REACT specialist cleaning services business, an unincorporated division of Autoclenz
Limited.

The Group assesses at each reporting date whether there is an indication that an asset may ba
impaired, by considering the net present value of discounted cash flow forecasts, Purchased goodwill
has been allocated for impairment testing purposes o the individual businesses acquired which are
also the cash-generating units ("CGU"} identified. The recoverable amount of 8 CGU is determined
based on value in use calculations using cash flow projections basad on financial budgets approved by
the Directors. The projections are based on the assumption that the company can realise projected
sales, A prudent approach has been applied with no residual value being factored into these
calculations. | the projected sales do not materialise there is a risk that the total value of the intangible
assets shown above would be impaired. A pre-tax discount rate of 15% per annum has been applisd
to the cashflow projections, taking into consideration the expected rate of return and various risks
relating to the CGU.

As a result of this annual review, it was decided that given the current trading performance of the
business and the shortmedium term outlook, itwould be prudent to fully impair the value of the Acquirad
Custemer List and partially impair the carrying value of the Purchassd Goodwill .

The key assumptions used in the estimation of the revized value of Purchased Goodwill are set out
below, The values assigned to the key assumptions represent management's assessment of future
revenues and cash flows of the CGU. The most recent financial results and forecasl approvad by
management for the next five years were used and a terminal growth rate thereafter. The projected
results were discounted at a rate which is a2 prudent evaluation of the time valus of money and the risks
specific to the CGEU.

Key assumplions used:
%

Average revenueg growth rate (of next five years) g
Terminal value growth rate a
Discount rate 14
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i0. Plant and equipment

Group Leasehold Fixtures,
property fittings &
Vehicles equipment Total
E'000 E’000 E’000 £'000
Cost
At 1 October 2017 - 335 110 445
Additions 21 - 17 33
Disposals = (110} (43} (153)
At 30 Seplember 2013 21 225 54 330
Ciepreciation
Al T Ootober 2017 - 157 52 213
Depreciation charge for the year 4 K 43 124
Disposals = (73} [y (123
At 30 September 2018 4 159 51 214

Met book value

At 30 September 2018 17 66_ 33 b
At 30 September 2017 = 174 58 232
Company Fixtures,
Leasehold fittings &
property Wehicles equipment Total
£'000 £'000 E'Do0 £000
Cost
&t 1 October 2017 - - 3 3
Additions 21 - - 21
Disposals - - {3 (3
At 30 September 2018 21 - .5 21
Depreciation
At 1 October 2017 - . 2 2
Depreciation charge for the year 4 = 1 2
Disposals - - (3) {3}
At 30 September 2018 4 = = - 4
Met book value
At 30 September 2018 e . = g : 17
Ab 30 September 2017 = - 1 1
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11. Investment in subsidiary undertakings

Company

Cost
At 1 October 2017 and 30 Septermber 2018

Impairment
At 1 October 2017
Impaimment

At 30 September 2018

Carrying amount
Al 30 September 2018

At 30 September 2017

Ag at 30 September 2018, the company held the following subsidiaries:

Mame of company Principal Country of incorporation
activities and place of business

REACT SC Haldings Limited Holding company United Kingdorm

REACT Spacialist Cleaning Limited Speczlist clezning & United Kingdom

rheld indirectly by REACT BC decontamination services

Heldings Limitsd) to the public sector

REACT Ogceupational Heglth Dormant Urited Kingdom

Servicss Limited™

REACT Environmeantal Services Diarrmaznt United Kingdom

Lirnited™

£'000

1,880

1.288

1.386

174

1,560

Proporicn of
equity interest of
ordinary shares

100%

100%

100%

100%:

*Audit exemption is taken for these companies as they are small and darmant from June 2013,

12. Trade and other receivables

Current
Group Group Company Company
2018 2017 2018 2017
£'000 E£°000 £'000 £'000
Trade receivables 980 672 — =
Amounts owed by Group undertakings - - 19 B34
Other receivables - - - 15
Prepayments and accrued income 151 28 23 11
1,141 Te0 . 42 860
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13. Cash and cash equivalents

Group Group Company Company

2018 2017 20138 2017

£°000 £°000 £°000 E'000

Cash and bank balances 423 B31 248 529

14. Called Up Share Capital
2018 2017
E’000 £'000
Issued share capital comprises:

415,407,753 (2017 | 275,407 753) Ordinary shares of 0.25p each 1,039 689

15.

On 31 August 2018 the Company issued 140,000,000 ordinary shares of 0.25p at a price of 0.3p
each in cash, The ordinary shares ars non-redeemable and provide holders with one vote per
share on a vote at a Company meeting. They also provide one equal right per share in any ordinary
dividend declared and one equal right per share in the distribution of any surplus dus to the ordinary

shareholders on a winding up.

Trade and other payables

Current:

Group Group Company Company

2018 2017 2018 2017

£°000 £°000 £°000 £000
Trade payables 221 215 43 32
Accrued expenses 288 161 7 124
Social security and other taxes 284 22 B1 -
783 3498 111 156
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16

17.

18,

Deferred Tax

Deferred tax is provided. using the liability methed, on temporary differences at the statement of
financial position date between the tax base of assets and liabilities and their carrying amounts for
financial reporting purposes. Deferrad tax is calculatad in full on temporary differences under the

liability method using a tax rate of 18%. the movement on the deferred tax lishility is as shown
below:

Group 2018 2097

£'000 £'000
At 1 October 2017 21 21
Income credit {21) -
At 30 September 2018 - 21

Defarrad tax assets have not been recognised in respect of all tax losses and other temporary
differences giving rise to deferred tax assets as the direciors believe it is uncertain that these assets
will be recovered.

Related Party Disclosures
Group and company

During the year ended 30 September 2018 the Group was charged £30,800 (2017: £nil) by Secure
and Profitable Growth Limited for consultancy sarvices provided by C Barnes, In the prior year the
Group was charged £25000 by Morrison Kingsley Consultants Limited for director services
provided by M Collingbourne, E42,500 by Autoclenz Limited for director services provided by G
Rummery, £7,292 by RSW Advisory Services LLP for director servicez provided by 3 Woolley and
£13,558 by Metcalfe Consultancy for director services provided by 5 Metcalfe. There were no
amounts outstanding in respect of any these services at 30 Ssptember 2018 or 2017.

Uitimate Controlling Party

Mo one shareholder has control of the company.
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18. Warrants

Cn 17 August 2015 the company issued warrants to GM Leates to subscribe for 2, 350,000 new
ordinary shares in the company exercisable at s price of 1.68p per 0.25p ordinary share, exercisahle
after 12 menths. The warrants have a 10 year exercise period ending on 17 August 2025, and lapse
in the event that GM L=ates ceases to be Chairman of the company. No warrants were exercised
in the current or prior year.

The fair value of the share warrants issued on 17 August 2015 with an exercise price of 1.68p is
£0.00 and was derived using the Black Scholes model. The following assumptions were used in
the calculations:

Share price at grant date 1.68p
Risk-free rate 1.00%
Volatility 50%
Expectad life 3.0 years

Expected volatility is based on a conservative estimate for the company. The expected life used in
the model has been adjusted, based on management's bast estimate, for the effects of non-
transferability, exercise restrictions and behavioural considerations.

ENil (2017 ENIil) has been recognised during the period for the share based payments over the
vesting period.

20, Share options

The company had introduced a share option programme to grant share options as an incentive for
employees. Each share option converis into one ordinary share of the company on exercise. No
amounts are paid or payable by the recipient on receipt of the option and the company has no legal
obligation to repurchase or seitle the options In cash. The options carry neither rights to dividends
nor voting rights prior to the date on which the options are exercised, Options may be exercized at
any time from the date of vesting to the date of expiry.

Movements in the number of share options outstanding and their related weighted average exercisa
prices are as follows:

Number of options Average exercise price
2018 2017 2018 2017
Mo ko £ £
Cutstanding at the
beginning of the period 16,524 464 16,524,464 0.07168 -
Lapsed during the year (13,770,387) - - 0.0165
Outstanding at the end of 2,754,077 16,524, 464 0.0168 0.0168

the period

The Options shall vest in full and be capable of exercise upon the average mid-market closing price
per ardinary share of 0.25p each in the capital of the Company (as derived from the AIM Appendix
of the Daily Official List and as certified in writing by the Company's stockbrokers) exceeding 2.5p
for 30 consecutive business days. £nil (2017: £Nil) has baen recegnised during the period for the
shara based payments over the vesting period.
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21. Financial risk management, objectives and policies

The Group's financial instruments comprise cash balances and receivables and pavables that arse
directly fram its operations. The main risks the Group faces are liquidity risk, capital risk and fareign
currency risk.

The board regularly reviews and agrees policies for managing sach of these risks. The Group's
policies for managing these risks are summarised below and have been applied throughout the
perod. The numerical disclosures exclude short-term debtors and their carrying amount is
considered to be a reasonable approximation of their fair values.

Interest risk
The Group is not exposed to significant interest rate risk as it has limited interest bearing liahilities
at the period end.

Credit risk

The Group is exposed to credit risk as services are invoiced on completion. This risk is mitigated
as most large customers have been customers for several years and have exemplary credit ratings.
The board alse ensure robust procedures are in place to ensure all services are invoiced promptly
and all payments received in a timely manner.

As at the year end, 17% of debtors included in trade receivables are past their due dstes. Ineluded
in trade receivables are provisions of £3349,.000,

Liquidity risk
Liguidity risk is the risk that Group will encounter difficulty in meeting the obligations associated with
financial liabilities,

The responsibility for liguidity risks management rest with the Board of Directors, which has
established appropriate liquidity risk management framawork for the management of the Group's
short term and lang-term funding risks management requiraments.

During the period under review, the Group has not utilised any borrowing facilities. The Group
manages liquidity risks by maintaining adequate reserves and reserve borrowing facilities by
continuously menitoring forecast and actual cash flows, and by matching the maturity profiles of
financial assets and liabilitiss.

Capital risk

The Group’s objectives when managing capital are to safeguard the ability to continue as a going
concern in order to provide returns for sharsholders and benefits to other stakeholders and to
maintain an optimal capital structurs 1o reduce the cost of capital,
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22. Discontinued operations

Cn 12 September 2017 EPUK Limited was put into voluntary liquidation and = Liquidator
appointed, Although the company had mat all jts debts as they fell due since acquisition thers
remained some uncertainty about the guantum of liabilities that may have arisen under its previous
ownership, Consequently, having taken advice, the directors believed that this was the most
appropriate course of action to take in order to protect the interests of shareholders.

The trading results of the discontinued operations were as follows:

2018 2017
£000 £'000
Turnover - g
Expenses - (54)
Loss before and after tax of discontinued operations - _145)

_ B

Operating cashflow

23. Lease commitments

At 30 September 2018 the Company had outstanding comritments for future minimum lease
payments under 2 non-cancellable operating lease for its office premisees, which fall dus as

follows:
2018 2017
£'000 £'000
Within one year 19 -
Within to two to five years 57 -
At 30 Septerber 2018 76 B 3
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