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Carbon60 Limited

Strategic Report for the 52 weeks ended 3 January 2020

The directors present their strategic report for the 52 weeks ended 3 January 2020.

Fair review of the business
The company's key financial and other performance indicators during the period were as-follows:

52 weeks 53 weeks
3 January 4 January Change
2020 ' 2019
-£000s - £000s %
Turnover o 117,785 98,471 19.6
~ Gross Profit 10,796 10,012 78
Administrative expenses . (3,490) (9,385) 11
Operating profit ‘ - 1,306 _ 627, 108.3
Gross profit percentage (%) 9.2 10.2
Conversion rate (%) (Operating profit to Gross profit) 12.1 6.3
Permanent fees as a % of Group profit 11.8 13.0

During the year the company continued to build on its Managed Serviced Solution and operate in its core
specialist recruitment verlicais of Defence, Engineering, Construction, Infrastructure and Facilities
Management. This has enabled the company to expand its capability and penetration within these
seclors and also be able to nurture new growth opportunities such as Apprenticeships. The company still |
operates within the same market sectors and geographies as before, as well as giving greater expertise
from its own internal structures, .

The company reported revenues of £117.8m, an increase of 19.6% on 2018, and gross profit of £10.8m,
an increase of 7.8% versus the prior year,

All our key customers were retained in both the UK and overseas territories with a significant ma]onty
growing double digits during the year. '

Since the year end the COVID-19 global pandemic has caused some disruption to the business in
particular the Aviation sectors we support, but also provided opportunity to support Client and
Government related COVID projects due to the company's technical expertise. The majority of the
company’s sérvices have been able to continue efficiently with staff in a working from home capacity.
Whilst some advantage has been taken from the job retention scheme, the volume of work has not
decreased, and has actually increased.in some areas, such as our Infrastructure and Public sector areas -
due to client needs and support-required for the teams from additional remote working throughout
business and the complexities around running the job retention scheme for both our permanent and
temporary staff.

-~

The directors recognise that Brexit has increased the general level of uncertainty and degree of business
confidence around permanent and-temporary hiring decisions for the company's clients. The company
derives a limited amount of its trade from countries within the European Union, and whilst it is currently
too early to have a clear view of the consequences for the company's operations, the directors are aware
of the potential impact of Brexit and continue to monitor the situation in thus regard
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Carbon60 Limited

Strategié Report for the 52 weeks ended 3 January 2020 (continued) |

Principal risks and uncertainties

Attracting and retaining talent

Any constraints on the company’s ability to attract and retain key talent in an increasingly competitive
market could result in loss or weakening of client relationships, lack of appropriate leadership and/or
erosion of the company's talent base, impacting achievement of both financial and other objectives.
Planned business transformation initiatives will create a need for new skill-sets in the company in the
medium term. Factors such as Brexit and changes to the UK immigration rules may impact on.the
availability of talent more generally.

The company’s high-retention business model ensures that brands and central functions are focused on
talent management and development, performance review and succession planning. Leadership
development programmes are in place and the Impellam Group's Virtuoso-based approach encourages
talent development and progression.

Customer concentration

General decline in a particular industry sector, loss of a key customer or a sugmf icant reduction in
business volume on a key account could result in reduced revenue and/or increased pressure on gross
profit. This exposure is known to have impacted on some of the company's competitors. With the
outbreak of COVID-19 the risk of a pandemic is now creating significant economic uncertamty for our
clients.

Management discuss and review market conditions and sales and account management pipelines on an
ongoing basis. Management also hold regular meetings with key customers to discuss sales pipelines,
current service performance and opportunities to add new services lines or-extend existing services.

Technology Systems

The company is reliant on many dlfferent technology systems that may have limited useful life in a
fast-changing business environment. The legacy nature of some systems may also hinder optimisation of
end-to-end business processes. Systems may also be vulnerable to factors beyond the company’s
_ control e.g. power failures or internet connectivity outages.

The company has a stable systems infrastructure and an ongoing IT investment programme. Core
systems are replicated across two geographically separate data centres and regular monitoring of
systems performance is undertaken. An analysis of opportunities for development and standardisation of
key systems was compiled during 2019 and will be further developed during 2020.

Cyber and Information security

The risk of external cyber attacks continues to increase. A successful attack could resuit in-loss of
sensitive data, business disruption and/or damage to the company’s reputation. A programme to
enhance security of the company’s systems against cyber attack has been implemented.

Ongoing monitoring is in place and regular exérci_ses are undertaken. A project to implement GDPR
across the relevant parts of the company was completed during 2018 and regular reminders are
published to staff to promote awareness of cyber risk.

Regulatory environment
Regulatory changes can lead to increased costs and workload, particularly where they relate to
candidates’ rights, eligibility to work or corporate reporting e.g. payment practices, diversity.

The planned extension of IR35 off-payroll worker regulations to the private sector in the UK has caused
some short-term disruption as both clients and contractors adapted. The recently announced delay to the
IR35 implementation is expected to create further disruption.

Appropriate policies and codes of conduct are in place across the company and regular training is
" provided to employees. Process and system changes required to ensure effective management of IR35
changes have been identified and are being implemented. External professional advice is sought where
insufficient knowledge exists within the company.
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Carbon60 Limited

Strategic Report for the 52 weeks ended 3 January 2020 (continued)

Section 172 statement

The Board of directors consider, both individually and together, that they have acted in the way they
consider, in good faith, would be most likely to promote the success of the company for the benefit of its
stakeholders as a whole (having regard to the stakeholders and matters set out in section 172(1) (a-f) of
the Act) in the decisions taken during the pericd ended 3 January 2020.

Stakeholders of the company are clients, candidates, suppliers, employees, shareholders and lenders
and the Board recognises the need to regularly review the identity of its stakeholders as it makes
decisions. We develop and encourage long-term relationships with our stakeholders based upon our
vision ‘to be the world's most trusted staffing company - trusted by our people, our customers and our
investors in equal measure’.

We engage with our customers in ways most appropriate to their markets, and continually review their
satisfaction and our performance either quarterly, biannually and annually. This is supported by feedback
via survey's face-to-face meetings, Net Promoter Scores and surveys.

Our employees are fundamental to the delivery of our vision, mission, strategic and financial promises to
our stakeholders. Our pecple are inducted, trained and supported by managers and colleagues to
understand the promise-based ethos to all their interactions with candidates, customers and each other.
This underpins our culture of trust and helps people feel engaged in the long-term success of the
business. A shadow board, the Virtuoso Alliance, employee councils across the Impellam Group,
including those of the company, surveys, Net Promoter Scores and Best Companies' accolades all
ensure we are engaging with and listening to our employees.

Our mission as a business is to ‘provide a sense of purpose and fulfilment for our people to help our
customers build better businesses in a changing world' which includes not just our people but also the
candidates we provide to our customers. We ensure engagement with our candidates using Net
Promoter Scores, real-time feedback and surveys.

Further, our strategy ensures that we place the highest expectations on our supply chain, especially
those supplying workers but also the myriad of partners on whom we depend - whether they are
supplying stationery or sourcing workers., All suppliers are expected to sign up to our Supplier Code of
. Conduct and to abide by the commitments contained in this. We are introducing audits of key suppliers in
2020 not only to measure their progress against the Code of Conduct but also to give them some
guidance, where necessary, in achieving the standards we expect of our supply chain.

As the Board of directors, our intention is to take into account the operational impact of the company on
the community and environment, and our wider societal responsibilities, and in particular, how we impact
the regions we serve. We support our communities by finding them good work, supporting local corporate
social responsibility initiatives and ensuring our impact on the environment is minimal as demonstrated
by our SO 14001 accreditation.

In 2019, Key Board decisions that were made included:

» Restructure of the leadership and operational teams and the rationalisation of property space in the
Fareham office in the first half of the year resulted in a more streamlined operation to enable more focus
on the key sectors that the company competes in. Employees were considered as part of the process to
improve their ways of working, resulting in training and promotions for some individuals as we realigned
their reporting lines to enhance the support they are getting from their leadership team. The Board
reviewed options before commencing consultations with the employees affected and property agents on
exiting the Ground floor of the Fareham office.

- Key clients performance from a gross profit and operating profit perspective were reviewed. Decisions
were made to commence the process to exit a couple of clients where they were no longer commercially
viable for the company to support and discussions were held with our clients to enable a smooth
transition for them to alternative recruitment partners. Any employees that were affected were redeployed
to other parts of the business.

Approved by the Board on 29 October 2020 and signed on its behalf by:

T Briant
Director
Page 4



Carbon60 Limited

Directors’ Report for the 52 weeks ended 3 January 2020

“The directors present their Annual Report and the fi nancial statements for the 52 weeks ended 3 January
2020. .

Directors' of the company
The directors, who held office durlng the period, were as follows:

R'J Watson

" J Robertson

The following director was appointed after the period end
T Briant (appointed 20 February 2020)

Principal activity

The principal activity of the company is the provusmn of employment services to the information and
communications technology, government & defence and aerospace sectors principally in the UK and
Europe.

Dividends
No dividend is paid or recommended in respect of elther the current or the pnor period.

Fmancual instruments

Objectives and policies ‘ ' ) ’

The company's principal financial instruments comprise cash and access to the Group revolving credit
facility. The main purpose of these financial instruments is to raise finance for the company's operations.
‘The company has various other financial instruments such as trade debtors and trade creditors, which
arise directly from its operations. The company does not enter into derivative transactions. ‘

Financial instrument risks

The, main risks arising from the company's financial instruments are liquidity risk and foreign currency
risk. The board reviews and agrees policies for managing each of these risks as summarised below: '

_ Liguidity risk
The Group has a central Treasury function in place with regular forecastmg. reporting and review
procedures.

Foreign currency risk )

The company is exposed to fluctuations in the exchange rate between sterling and Euro, Australian dollar
and Swiss franc. Wherever possible this risk is managed by ensuring expenses related to the generation
of these overseas revenues are in the same currency as the mcome The company does not seek to
hedge this exposure.

Political-donations
The company made no political donations during either the current or prior periods.

Employment of disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind .the
* abilities of the applicant concerned. In the event of members of staff becoming disabled every effort is

made to ensure that their employment with the company continues and that appropriate training is

arranged. It is the policy of the company that the training, career development and promotion of disabled

persons should, as far as possible, be identical to that of other employees.
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~ Carbon60 Limited

Directors’ Report for the 52 weeks ended 3 January 2020 (continued)

Employee involvement

The company recognises that it is essential to maintain a highly skilled workforce. To this end the policy
of training and development is incorporated in the company plan. It is the policy to promote from within,
the organisation wherever the possibility exists.

Health and safety measures are given pamcular attention by the directors and a written policy exists and
is known throughout the company.

The company recognises the need for employees to be informed of the company's activities and
~ performance. A corporate intranet for all employees provides a wide range of information and provides an
increasingly important communication tool for policies and procedures as well as the sharing of
information, document storage and specific news. Meetings are held between management and
employees to allow sharing of information and consultation. Employees participate directly in the
performance of the business through the company’s bonus arrangements.

Environmental matters .

Although we are a service-based organisation with no manufacturing facilities and limited transportation
requirements, we are still committed to following environmental best practices in the day-to-day conduct
of our business. This includes the use of sustainable and/or recyclable materials when available. A
regular review of the potential impacts on the various businesses is undertaken and parts of the company
have achieved accreditation to ISO 14001 in relatlon to their environment management systems.

Social and community issues :

. As part of the company’s mission to find people fulfiling work, we strongly oppose modern slavery in all
its forms and will try to prevent it by any means that we can. We expect anyone who has any suspicions
of modern slavery in our business or our supply chain to raise their concerns without delay. In light of the
Modern Slavery Act 2015 we annually review internal and external measures to ensure we are doing
what we can o prevent slavery and human trafficking in our businesses and in our supply chains. Our
policy is available on the website of Impellam Group Plc, our ultimate parent company, at
www.impellam.com.

We have a commitment to carrying out business fairly, honestly and openly. We alsc have zero tolerance
towards bribery. Our Bribery Policy is in place to provide relevant guidance and information to all our
people in compliance with the law relating to bribery and corruption, in particular the Bribery Act 2010
(‘the Act'). We are determined to maintain our reputation as a business that will not tolerate fraudulent or
corrupt dealings — whether they are attempted against us from outside, from within our own workforce, or
towards our clients or suppliers.

Page 6



Carboné0 Limited

Directors' Report for the 52 weeks ended 3 January 2020 (c'ontinued)

Going concern '
The directors have, at the time of approving the financial statements, a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus
they continue to adopt the going concern basis of accounting in preparing the financial statements.

-This assessment has been carried out on the cash flows of the wider Impellam Group, which the
‘company is a member of, as cash is managed by a centralised treasury function who ensure all parts of
the Group have sufficient cash to meet their immediate needs. The company has also issued a
guarantee over the Group revolving credit facility, which includes an overdraft arrangement, so the cash

" flows implicit in the company on a stand-alone basis are not the most appropriate when reviewing the
going concern basis of the company. As part of the arrangement, the Group has issued a letter of support
for a period of twelve months from the date of approval of these financial statements to the company
which includes both making funds available if required and not to seek repayment of amounts due at the
balance sheet date if this would be detrimental to the company.

The going concern assessment carried out has taken into account the impact of the COVID-19 pandemic
on the worldwide Impellam Group. Impellam Group Plc, the ultimate parent company, has carried out
various assessments over the Group's profit and cash flow plans. for the 18 months after the date of
approval of these financial statements. These assessments included adjusting assumptions which impact
gross profit as well as administrative expenses and considering the relatéd impact on our working capital
requirements and covenant calculations. These tests resulted in the directors concluding that it is
appropriate to continue adopting the going concern basis in preparing the financial statements. The
Group has cyclical working capital requirements which increase during periods of higher trading levels
and therefore if there is a significant short-term decline in trading, the working capital requirements and
therefore net debt would initially reduce providing a natural hedge against a sharp downturn. In the
projections, as business activity increases, the working capital requirements and net debt levels would
rise, but would remain within both the overall credit limit and the key covenant ratic of net debt being less
than two and a half times the twelve months' earnings before exceptional, cne off, non-recurring or
extraordinary items, interest, tax, depreciation and amortisation at the quarterly testing points. Given the
lack of certainty that COVID-19 will have on the Group’s customers and the markets in which it operates,
which may result in @ more pronounced downturn than expected, and given the uncertainty for Impellam
Group Plc, if the impacts of COVID-19 on the Group are worse or more prolonged than the directors’
expectations, and further mitigating actions are not sufficient, the Group may need to seek the support of
its lenders. These events or conditions indicate that a material uncertainty exists which may cast
significant doubt on the company's ability to continue as a going concern. The financial statements do not
include the adjustments that would be necessary if the going concern basis of preparatnon was no longer
appropriate.
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Carbon60 Limited

Directors' Report for the 52 weeks ended 3 January 2020 (continued)

Important non adjusting events after the financial period .

In line with the FRC's guidance that COVID-19 should be treated as a non-adjustmg post balance sheet
event given our year-end and the development of the pandemic after that date, we have performed a
re-assessment (but not adjustment) of the carrying value of the reported assets and liabilities.

Right of use asset

Right of use assets largely relate to property leases which at present and in downside planned scenarios,
the company expect continuing to use and therefore would not consider these impaired. In an extreme
down-turn, which we do not foresee, we may consider plans to exit some property commitments.

Deferred tax assets ‘ .
Deferred tax assets largely relate to timing dnfferences between deprecaatuon and the tax writing down
allowance. In the directors’ downside scenarios, the timing of the utilisation of these losses would now be
longer, though we would still anticipate that they would be utilised.

Trade receivables and their recoverability

The company supply to a wide range of customers and sectors, at the date of these financial statements
there had been no specific issues identified in the recoverability of amounts due from the company’s
customers. Furthermore, the company holds a level of credit insurance. There is an increased risk
associated with the trading performance of our customers and their ability to meet their obligations.

Receivables from related parties and their recoverability

The company holds various receivables from related parties, including the lease debtor which is an
amount which will fall due from various Group companies. At the date of these financial statements there
had been no specific issues identified in the recoverability of amounts due from the relates parties.

Directors’ liabilities i

During the period and to the date of these financial statements, the company had in force an indemnity
provision in favour of one or more directors of the company against liability in respect of proceedings
brought by third parties, subject to the conditions set out in the Companies Act 2006.

Disclosure of information to the auditors

Each director has taken steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the company's auditor is aware of that
information. The directors confirm that there s no relevant information that they know-of and of which
they know the auditor is unaware.

Reappointment of auditors

On 19 September 2019, KPMG LLP resigned as the company auditor. Subsequently, in accordance with
Section 489 of the Companies Act 2006, BDO LLP was appointed as the company’s auditor. A resolution
to reappoint BDO LLP as the company’s auditor will be proposed at the Annual General Meeting.

Agpproved by the Board on 29 October 2020 and signed on its behalf by:

T Bnant
Director
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Carbon60.Limited
Statement of Directors' Res bonsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the financial
statements in accordance with applicable law and regulations.’

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements 'in accordance with United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101
'Reduced Disclosure Framework' ('FRS 101'). Under company . law the directors must not approve the
financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the company and of the profit or loss of the company for that period. In prepanng these financial
statements, the directors are required to: .

. select suitable accounting policies and apply them consistently;
+ make judgements and accounting estimates that are reasonable and prudent; )

. state whether FRS 101 has been followed, subject to any material departures disclosed and explained
in the financial statements; and .

+ prepare the financial statements on the going concern baS|s unless it is inappropriate to presume that
the company will continue in busineéss.

The: directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are aiso responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.
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Carbon60 Limited

Independent Auditor's Report to the Members of Carbon60 Limited

Opinion

We have audited the financial statements of Carbon80 Limited (the ‘company’) for the 52 weeks erided 3
January 2020, which comprise the Profit and Loss Account, Statement of Comprehensive Income,
Balance Sheet, Statement of Changes in Equity, and Notes to the Financial Statements, including a
summary of significant accounting policies. The financial reporling framework that has been applied in
their preparation is applicable law and United Kingdom Accounting Standards, including Financial
Reporting Standard 101 Reduced Disclosure Framework (United Kingdom Generally Accepted
Accounting Practice).

In our opinion the financial statements:

+ give a true and fair view of the state of the company's affairs as at 3 January 2020 and of its profit for
the period then ended;

» have been properly prepared in accordance with United Kinédom Generally Accepted Accounting
Practice; and

» have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {(UK) (ISAs (UK)) and
applicable law. Our responsibilities under 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 audit of the financial
statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical .
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern .

We draw attention to note 2 to the financial statements wh|ch indicates the directors’ assessment over
going concern including the potential impact of the Covid-19 pandemic. If the impacts of Covid-19 are
more significant or prolonged than the directors’ expectations, and further mitigating actions are not
sufficient, the company may need to seek the support of its lenders. As stated in note 2, these events or
conditions, along with other matters as set out in note 2, indicate that a material uncertainty exists that
may cast significant doubt on the company’s ability to continue as a going concern. Qur opinion is not
modified in respect of this matter.

Other mformatlon

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our auditor's report thereon. Qur
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other 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 to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we hdve performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit;

» the information given in the Strategic Repeort and Directors’ Report for the financial period for which
the financial statements are prepared is consistent with the financial statements; and

» the Strategic Repor and Directors’ Report have been prepared in accordance with applicable legal
requirements. .
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Carbon60 Limited

- Independent Auditor's Report to the Members of Carbon60 Limited (continued)

Matters on which we are required to report by exception

In the light of lhe knowledge and understanding of the company and its environmenl oblained in the
course of the audit, we have nol identified material misstatements in the Strategic Report and the
Directors' Repont.

We have nothing to report in respecl of the following matters in relation to which the Compames Act 2006
requires us to report to you if, in our opinion:

+ adequate accounting records have not béen kept. or returns adequate for our audit have not been
received from branches nol visited by us,; or

+ the financial statements are not in agreement with the accounling records and returns; or
+ certain disclosures of direclors’ remuneration specified by law are not made,; or

- we have not received all the information and explanations we require for our audit
Responsibilities of directors

As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible 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 determine is necessary {0 enable the preparation of financial
statements that are free from material misslatement, whether due 1o fraud or error.

In preparing the financial statements, the direclors are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounling unless the directors either intend lo liquidate the company or lo cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatemenl, whether due to fraud or error, and to issue an auditor's report that
includes our opinion, Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise [rom fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

A further description of our responsibilites for the audit of the financial statements is ocated on the
Financial Reporting Council's websile at www.frc.org.uk/auditorsrespansibilities. This description forms
part of our auditor's report.

Use of our report

This report is made solely to the company’s members, as a body in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Qur audit work has been undertaken so that we might stale to the
company’'s members those malters we are required to state to them in an auditor's report and for no
other purpose. To the fullest extent permilted by law, we do nol accept or assume responsibility lo
anyone other than the company and the company's members as a body, for our audit work, for this
repont, or for the opinions we have formed.

BDo wif
Benjamin Courts (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor

London, UK

29 Oclober 2020

BDO LLP is a limied hability partnership registered in England and Wales (with registered number
0C305127).
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Carbon60 Limited

Profit and Loss Account for the 52 weeks ended 3 January 2020

52 weeks 53 weeks

3 January 4 January

: . 2020 2019

. ) ) Note £ 000 £ 000

Turnover : 4 117,785 98,471

Costofsales  ° . : " (106,989) (88,459)
Gross profit { 10,796 10,012 -

Administrative expenses _ ] (9,490) {(9,385)

Operating profit 5 1,306 ° ’ 627

" Interest receivable and similar income R 1,209 . 16

Interest payable and similar expenses - ' 8 {36) . {1)

Profit before tax - S _ 2,479 642

Tax on profit ' T "M (316) (169)

Profit for the period - , . 2,163 473

The above results were derived from continuing operations.

4

The notes on pages 16 to 37 form an integral part of these financial statements. .
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Carbon60 Limited

Statement of Comprehensive Income for-the 52 weeks ended 3 January 2020

52 weeks 53 weeks

3.January 4 January

2020 - - 2019

‘ £ 000 . £ 000

Profit for the period ' 2,163 473
Total comprehensive income for the period B 2,163 - 473

The notes on pages 16 to 37 form an integral part of these financial statements. .
: ‘ Page 13 :



Carbon60 Limited

(Registration number: 02209742)
- Balance Sheet as at 3 January 2020

{As restated)

3 Jar{uary 4 January
2020 2019
Note £ 000 £ 000
Fixed assets
Intangible assets 12 86 74
Tangible assets 13 188 . 253
" Right of use assets ‘ 14 . 583 -
Investments § 15 39 39
Lease debtor due after more than one year 16 2 ' , .
Deferred tax assets 11 77 76
975 442
Current assets ‘
Debtors , 16 o 27,257 32,513
Tax asset ' . - 99
Cash at bank and in hand 7. 2804 1,502
30,061 34,114
Creditors: Amounts falling due within one year ' 18 (9,653) - (15,695)
Net current assets = _ 20,408 18,419
_Total assets less current liabilities - ' __ 21,383 18,861
Creditors: Amounts falling due after more than one year 19° (193) -
Provisions for liabilities . 20 (235) (69)
Net assets _ 20,955 . 18,792
Capital and reserves .
Called up share capital : 22 17,800 17,800
Profit and loss account ‘ : 3,155 992
Shareholders’ funds X . 20,955 . 18,792

These financial stafements were approved by the Board on 29 October 2020 and signed on its behalf by:

T Bﬁant
Director

The notes on pages 16:tc 37 form an integral part of these financial statements.
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Carbon60 Limited

Statement of Changes in Equity for the 52 weeks ended 3 January 2020

At 30 December 2017
Prior period adjustment (note 26)

At 30 December 2017 (As restated)
Profit for the period

: Total comprehensive income

At 4 Jaﬁuary 2019

At 5 January 2019
Profit for the period

Total comprehensive income -

At 3 January 2020

The notes on péges 16 to 37 form an integral part of these financial statements.

Retained .
Share capital " earnings Total
£ 000 £ 000 £ 000
17,800 939 18,739
- (420) (420)
17,800 519 18,319
- 473 473
- 473 473
17,800 992 18,792
Retained - -
Share capital- earnings Total
£ 000 £000 £ 000
17,800 992 18,792
] 2,163 2,163
- 2,163 2,163
17,800 3,155

20,9556 - -
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020

1 General information

* The company is a private company [imited by share capital, incorpbrated and domiciled in the United
Kingdom.

The address of its regnstered office is:
800 The Boulevard

Capability Green_

Luton

Bedfordshire

LU1 3BA

These financial statements were authorised for issue by the Board on 29 October 2020.

2 Accounting policies

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, uniess otherwise stated.

Basis of preparation
These financial statements were prepared in accordance with Financial Reporting Standard 101
Reduced Disclosure Framework {“FRS 1017).

In preparing these financial statements, the company applies the recognition, measurement and
disclosure requirements of International Financial Reporting Standards as adopted by the EU ("Adopted
IFRSs"), but makes amendments where necessary in order to comply with Companies’Act 2006 and has
set out below where advantage of the FRS 101 disclosure exemptions has been taken.

Summary of disclosure exemptions
In these financial statements, the company has applied the exemptions avaulable under FRS 101 in .
respect of the following disclosures:
- Comparative period reconciliations for share capital, tangible fixed assets and intangible assets;
» Disclosures in respect of transactions with wholly owned subsidiaries;
 Cash flow statement and related notes;
- Disclosures in respect of capital management;
» The effects of new but not yet effective IFRSSs;
« Disclosures in respect of the compensation of Key Management Personnel; and
-+ Disclosures of transactions with a management entity that provides key management personnel
services to the company.

As the consolidated financial statements of Impellam Group Plc include the equivalent disclosures, the
company has also taken the exemptions under FRS 101 avaitable in respect of the following disclosures:
« Cenrtain disclosures required by IAS 36 Impairment of assets in respect of the impairment of goodwill
and indefinite life intangible assets; and

+ Cenrtain disclosures required by IFRS 13 Fair Va1ue Measurement and the disclosures requnred by IFRS
7 Financial Instrument Disclosures.

The company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next

financial statements. The accounting policies set out below have, unless otherwise stated, been applied
consistently to all periods presented in these financial statements.
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

2 Accounting policies (continued)

Going concern ) _
The directors have set out their business review in the Strategic Report on page 2.

The directors have, at the time of approving the financial statements, a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable future. Thus
they continue to adopt the going concern basis of accounting in preparing the financial statements.

This assessment has been carried out on the cash flows of the wider Impellam Group, which the
company is a member of, as cash is managed by a centralised treasury function who ensure all parts of
the Group have sufficient cash to meet their immediate needs. The company has also issued a
guarantee over the Group revolving credit facility, which includes an overdraft arrangement, so the cash
flows implicit in the company on a stand-alone basis are not the most appropriate when reviewing the

_going concern basis of the company. As part of the arrangement, the Group has issued a letter of support
for a period of twelve months from the date of approval of these financial statements to the company
which includes both making funds available if required and not to seek repayment of amounts due at the:
balance sheet date if this would be detrimental to the company.

The going concern assessment carried out has taken into account the impact of the COVID-19 pandemic
on the worldwide Impellam Group. Impellam Group Plc, the ultimate parent company, has carried out
various assessments over the Group's profit and cash flow plans for the 18 months after the date of
approval of these financial statements. These assessments included adjusting assumptions which impact
gross profit as well as administrative expenses and considering the related impact on our working capital
requirements and covenant calculations. These tests resulted in the directors concluding that it is
appropriate to continue adopting the going concern basis in preparing the financial statements. The
Group has cyclical working capital requirements which increase during periods of higher trading levels
and therefore if there is a significant short-term decline in trading, the working capital requirements and
therefore net debt would initially reduce providing a natural hedge against a sharp downturn. tn the
projections, as business activity increases, the working capital requirements and net debt levels would
rise, but would remain within both the overall credit limit and the key covenant ratio of net debt being less
than two and a haif times the twelve months' earnings before exceptional, one off, non-recurring or
extraordinary items, interest, tax, depreciation and amortisation at the quarterly testing points. Given the
lack of certainty that COVID-19 will have on the Group's customers and the markets in which it operates,
which may result in a more pronounced downturn than expected, and given the uncertainty for Impellam
Group Plc, if the impacts of COVID-19 on the Group are worse or more prolonged than the directors’
expectations, and further mitigating actions are not sufficient, the Group may need to seek the support of
its lenders. These ‘events or conditions indicate that a material uncertainty exists which may cast
significant doubt on the company’s ability to continue as a going concern. The financial statements do not
include the adjustments that would be necessary if the going concern basis of preparation was no longer
appropriate. .

Exemption from preparing group aécounts
The financial statements contain information about Carbon60 Limited as an individual company and do
not contain consolidated financial information as the parent of a group.

The company is exempt under section 400 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements as it and its subsidiary undertakings are included by full consolidation
in the consolidated financial statements of its ultimate parent, Impellam Group Plc, a company
incorporated in United Kingdom.

Changes resulting from adoption of IFRS 9 and IFRS 15

IFRS 9 Financial Instruments and IFRS 15 Revenue from Conlract with Customers became mandatorily
effective on 1 January 2018. The company has applied both for the first time in this accounting period
which has resulted in changes to the accountmg polucles The nature and effect of these changes are
described below. :
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued) :

2 Accounting policies {continued)

IFRS ¢ replaces the provisions of IAS 39 that relate to the recegnition, classification and measurement of
financial assets and financial liabilities; derecognition of financial instruments; impairment of financial
assets; and hedge accounting. The standard also prescribes an ‘expected credit loss’ model for -
determining the basis of providing for bad debts (for further details, please refer to the accounting policies
that form these fi nancnal statements).

The adoption of IFRS 9 has resulted in changes to the accounting policies and adjustments to the
amounts recognised in the financial instruments, combining the three aspects; classification and
. measurement; impairment; and hedge accounting.

IFRS 9 was generally adopted without restating comparative information. Any reclassifications and
adjustments arising from the new impairment rules are therefore not reflected in the restated balance
sheet as at 4 January 2019, but are recognised in the opening balance sheet on 5 January 2019.

The adoption of IFRS 15 has resulted in changes in the company's accomtmg policies for the recognition
and measurement of revenue.

IFRS 15 supersedes IAS 11 Consiruction Contracts, IAS 18 Revenue and related interpretations,
introducing a five step approach to revenue recognition and applies to all revenue arising from contracts
with its customers. This is explained in more detail in the Revenue Recognition policy.

In accordance with the transition provisions in IFRS 15, the company has adopted the new rules on a
fully retrospective basis and has restated comparatives for the 2017 financial year. The effect of the
transition on the current penod has not been disclosed as the standard provides an optional practical
expedient.

No adjustment to the prior period was required as a result of the adoption of either IFRS 8 or IFRS 15.
Changes resulting from adoption of IFRS 16

IFRS 16 Leases became mandatorily effective on 1 January 2019. The company has applied this for the
first time in this accounting period which resulted in changes to the accounting policies.

The company transitioned to IFRS 16 using the modified retrospective approach and as a result the
cumulative effect of initial application is recognised in retained earnings at 5 January 2019 The prior
period figures were not adjusted.

On adoption of IFRS 16, the company elected to apply the relief provisions available and has not
reviewed contracts under the definition of a lease per IFRS 16, which had previously not been classified
as leases under the principles of IAS 17. Therefore, only contracts entered into or modified on or after 5
January 2018 have the definition of a lease per IFRS 16 applied.

In addition, the company decided to apply recognition exemptions to leases with a term not exceeding 12
months and leases where the underlying assets are of low value.
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

2 Accounting policies {(continued)

For leases classified as operating leases under |AS 17, these fease liabilities were measured at the
present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate
"as of 5 January 2019. The company has used the following practical expedients permitted by IFRS 16
when applying this. for the first time to leases previously classified as operating leases:

+» Applied a single discount rate to a portfolio of leases with similar characteristics;

+ Excluded initial direct costs for the measurement of right-to-use assets at the date of initial application;
and

» Used hindsight in determining the lease term where the contract contains options to extend or terminate
the lease.

Right-of-use assets are measured at either:
« Their carrying amount as if IFRS 16 has been apphed since commencement, discounted using the
lessee's incremental borrowing rate at the date of initial application; or

+ An amount equal to the lease liability, adjusted for any prepaid or accrued lease payments. -

No adjustments are requnred on transition to IFRS 16 for leases where the company acts as a lessor,
except for a sub-lease. A reassessment of the classification of a sub-lease is required under IFRS 16.

The company recognised lease liabilities in relation to leases that were classified as operatlng leases”
under the principles of IAS 17 - Leases. On transition, an additional £508,000 of right-to-use assets and
£466,000 of lease liabilties were recognised. The difference between the amounts recognised on
adoption arises from £24,000 of unrecognised asset as the lease was sub-let and so a debtor was
recognised instead, £138,000 of end of lease payments which have been included in provisions rather
than the lease liability and £72,000 of costs inherent in the Iease which had been taken in prior periods
and have offset the value of the asset.

As originally

reported

4 January

2019

£ 000

Operating lease commitments at 4 January 2019 ' 525
Operating lease commitments discounted at the incremental borrowing rate : 494
Recognition exemption for short-term leases (26)
Recognition of leases from fellow Group companies , .94

Adjustments resulting from the different treatment of extension and termination

options ) {96)
.Lease liabilities recognised at 5 January 2019 466

These liabilities were measured at the present value of the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as of 5 January 2019. The weighted average rate applied was
2.97%. : .

Changes.in accounting policy

None of the other standards, interpretations and amendments effective for the first time from 5 January
2019 have had a material effect on the financial statements.
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

2 Accounting policies (continued)

Revenue recognition

Recognmon

The company earns revenue from the provision of services relating to provision of staff. Thls revenue is
recognised in the accounting period when the services are rendered at an amount that reflects the
consideration to which the entity expects to be entitled in exchange for fulfilling its performance
obligations to customers.

The principles in IFRS are applied to revenue recognition criteria using the following 5 step model:
1. Identify the contracts with the customer.

2. Identify the performance obligations in the contract.

3. Determine the transaction price.

4. Allocate the transaction price to the performance obligations in the contract.

5. Recognise revenue when or as the entity satisfies its performance obligations.

Fee an‘angements

Below are details of fee arrangements and how these are measured and recognised, for revenue from
- the provision of services:

+ Revenue derived from temporary staffing services is recognised and accrued by reference to hours
worked (representing the service provided) in accordance with submitted authorised timesheets and
pre-agreed charge rates (which include an element of salary and related costs) which are together
used to determine the transaction price. This applies both when there is a direct supply as well as
when there is supply of a Managed Service to the client, as the timing of performance obligations and
the raising of invoices can vary. Timesheets are submitted mainly on a weekly basis, with a limited
number being submitted either daily or monthly so any variable aspect of contract assets is limited

. due to the financial period finishing at the end of a week.

+ Revenue derived from permanent placements is recognised.and accrued when the employment of the
individual commences with provision made for potential refunds which can be payable if the
placement is terminated within a set period ranging from 14 to 100 days. Revenue recognised from a
permanent placement uses a transaction price typically based on a percentage of the candidate's
remuneration package and is recognised when the candidate commences work with the cliént which
is the only performance obligation and point at which control was transferred involved in the supply.

- For revenue derived from both temporary staffing and permanent placements payment is due
following the completion of the performance obligations and an agreed period of credit dependent on
the agreed contract with- the client.

Principal versus agent

The company assesses whether it is acting as agent or principal depending on whether the client has a
direct relationship with the company, whether the company has the primary responsibility for providing
the services and whether the company has control of or holds the inventory risk over the worker placed.

Where the company acts as a principal in the supply, revenue is recognised as the gross amount due,
net of value-added tax, rebates and discounts and after efiminating sales made within the company.
Where the company provides a service in which it acts as agent for the client, the amount of revenue
recognised is limited to the management fee receivable for that service after making.provision for any
losses foreseen, volume rebates and any other amounts payable rather than the full amount invoiced.
Trade receivables and payables related to these sales are recorded at full invoice value. The company
conducts business purely on a principal basis.
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

2 Accqunting policies (continued)

Contract assets and receivables

Where goods or services are transferréd to the customer before the customer pays consideration, or
before payment is due, contract assets are recognised. Contract assets are included in the statement of
financia!l position and represent the right to consideration for products delivered.

Contract receivables (loans and advances) are recognised in the statement of financial position when the
company's right to consideration becomes unconditional.

Contract assets & receivables (loans and advances) are classified as current or non- current based on
the company’s normal operating cycle and are assessed for impairment at each reporting date.

Contract liabilities

Contract liabilities and customer deposits are recognised in the statement of financial position when the
company has received consideration but still has an abligation to deliver products and meet performance
obligations for that consuderatlon

Net basis of measurement of contract balances

Contract asset and contract liability positions are determined for each contract on a net basis. This is
because the rights and obligations within each contract are considered inter-dependent. Where two
contracts are with the same or related entities, an assessment is made of whether contract assets and
liabilities are inter-dependent and if so, contract balances are reported net.

Impairment of contract related balances

At each reporting date, the company determines whether or not such assets are impaired by comparing
the carrying amount of the asset to the remaining amount of consideration that the company expects to
receive less the costs that relate to providing services under the relevant contract. In determining the
estimated amount of consideration, the company uses the same principles as it does to determine the
contract transaction price, except that any constraints used to reduce the transaction price will be
removed for the impairment test.

Where the relevant contracts or specific performance obligations are demonstrating marginal profitability
or other indicators of impairment, judgement is required in ascertaining whether or not the future
economic benefits from these contracts are sufficient to recover these assets. In performing this
impairment assessment, management is required to make an assessment of the costs to complete the
contract. The ability to accurately forecast such costs involves estimates around cost savings to be
achieved over time, anticipated profitability of the contract, as well as future performance against any
contract-specific KPls that could trigger variable consideration, or service credits. Where a contract is
anticipated to make a loss, these judgements are also relevant in determining whether or not an onerous
contract provision is required and how this is to be measured.

Finance income and costs policy

Interest payable and similar charges include interest payable in profit or loss using the effective interest
method. Other interest receivable and similar income include interest receivable on funds invested.
Interest income and interest payable are recognised in profit or loss as they accrue, using the effective
interest method.

Foreign currency transactions and balances )

Transactions in foreign currencies are initially recorded at the functional currency. rate prevailing at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retransiated
into the respective functional currency of the entity at the rates prevailing on the reporting period date.
Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated at
the rates prevailing on the initia! transaction dates.

Non-monetary items measured in terms of historical cost in a foreign currency are not retranslated.
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 Jariuar-y 2020
(continued)

2 Accounting policies (continued)

Tax

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognlsed in the profit
and loss account except to the extent that it relates to items recognised directly in equity or other
comprehensive income, in which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred tax
provided is based on the expected manner of realisation or settlement of the carrying amount of assets
and liabilities, using tax rates enacted or substantively enacted at the balance sheet date.

_ A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the temporary difference can be utilised.

Deferred income tax is recognised on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements and on unused tax losses or tax credits in
the company. Deferred income tax is determined using tax rates and Iaws that have been enacted or
substantively enacted by the reporhng date.

The carrying amount of deferred tax assets are reviewed at each reporting date and a valuation
allowance is set up against deferred tax assets so that the net carrying amount equals the highest
amount that is more likely than not to be recovered based on current or future taxable profit.

Lessor accounting
Propemes which are leased to other parties are de-recognised from the nght of use assets where .
applicable, and a lease debtor is set up to reflect the present value of the remaining lease receipts,
discounted using the incremental borrowing rate applicable to that lease.

Tanglble assets
Property, plant and equipment is stated in the statement of financial posmon at cost, less any subsequent
accumuiated depreciation and subsequent accumulated impairment losses.

The cost of property, plant and equipment includes directly attributable incremental costs incurred in their
acquisition and installation.

Depreciation

Tangible fixed assets are stated at cost or valuatnon less accumulated depreciation and accumulated
impairment losses. Depreciation is charged to the profit and loss account on a straight-line basis over the
estimated useful lives of each part of an item of tangible fixed assets. The estimated useful lives are as
follows:

Asset class ' . Depreciation method and rate

Leasehold improvements Over the term of the lease
Fixtures and fittings ‘ ' _ Between 3 - 10 years
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
{continued)

2 Accounting policies (continued)

Intangible assets

Intangible assets represent the carrying value of computer software. Carrying value is equal to cost less
accumulated amortisation and impairment or, in the case of assets acquired through business
- combinations, fair value at date of acquisition less accumulated amortisation and impairment.

Internally generated computer software programs are capitalised to the exfent that costs can be
separately identified and attributed to particular software programs, measured reliably, and that the asset
developed can be shown to generate future ‘economic benefits.

Computer software is defined as having a finite useful life and the costs are amortised on a straight-line
basis over the estimated useful lives of each of the assets, considered to be between thrée to five years.
The expense is taken to the income statement through the “depreciation and amortisation” line within
administrative expenses.

All intangible assets are also reviewed for impairment whenever there is an indication that the carrying
amount may be impaired. Useful lives are also examined on an annual basis and adjustments, where
applic}able, are made on a prospective basis.

Amomsatnon
Amortisation is provided on intangible assets so as to write off the cost, Iess any estlmated residual
value, over their expected useful economic life as follows: .

. Asset class Amortisation method and rate
Software ' over 5 years
Investments )

Fixed asset investments are stated at cost less provisions for impairment. The carrying value .of
investments are. reviewed for impairment if events or changes in circumstances indicate the carrying
value-may not be recoverable.

L ]
Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and call deposits, and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk
of changes in value. :

Trade receivables

Trade receivables are amounts due -from customers for services performed in the ordnnary course of
business. If collection is expected in one year or less (or in the normal operating cycle of the business if
longer), they are classified as current assets. If not, they are presented as Fixed assets.

Trade receivables are recognised initially at the transaction price. They are subsequently measured at -
amortised cost using the effective interest method, less provision for impairment. A provision for' the
impairment of trade receivables is established when there is objective evidence that the company will not
. be able to collect all amounts due according to the original terms of the receivables.

Trade payables

Trade payables are obllgatlons to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities if payment is due
within one year or less (or in the normal operating. cycle of the business if Ionger) If not, they are
presented as non-current liabilities.

Trade payables are recognised initially at the transaction price and subsequently measured at amortised
cost using the effective interest method.
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Carbon60 Limited

Notes to the Financial Statements for the §2 weeks ended 3 January 2020
(continued)

2 Accounting policies (continued)

Amounts owed by related parties

Amounts owed by related parties are assessed for impairment based upon the current financial position
and expected future perffoormance of the party to which they relate. Amounts due from related parties are
interest free demand loans.

The company apples the IFRS 9 general approach to measuring expected credlt losses. This approach
requires an assessment at the initiation of the loan as to the risk of default, and a further assessment
when the credit risk profile of the loans change. IFRS 9 applies a 3 stage model that is applied when
calculating the expected credit losses:

+ Stage 1 is defined as having no S:gmflcant Increase in Credit Risk ('SICR’) - a 12 month expected
credit Joss is recognised at this point.

- Stage 2 is defined as having a SICR - a lifetime expected credit loss is recognised at this point.

+ Stage 3 is defined as being credit impaired ~ a lifetime expected credit loss is recognised at this point.

There is no impact to any interest due to the Group company loans being interest free.

The company defines the following: :

Definition of a default - A |oan is considered to be in default when there is evidence that the borrower is
in significant financial difficulty such that it will have insufficient assets to repay the loan on demand.
SICR-assessment — The risk that the borrower will default on a demand loan depends on whéther the
party has sufficient cash or other assets to repay the loan immediately (meaning that the risk of default is .
very low and the loan is in Stage 1); or does not have sufficient cash or other assets to repay the loan
immediately (meaning that the risk of default is higher, and the loan could be in Stage 2 or Stage 3). .
Credit impaired indicators - A loan is considered to be credit impaired if it meets the definition of a

" defaulted loan.

The company performs this assessment qualitatively by reference to the borrower's immediate cash flow
and asset position.

Provisions

Provisions are recognised when the company has a present obligation (Iegal or constructive) as a result
of a past event, it is probable that the group will be required to settle that obligation and a reliable
estimate can be made of the amount of the obligation.

Provisions are measured at the directors’ best estimate of the expenditure required to settle the
obligation at the reporting date and are discounted to present value where the effect is material.

" Share capital

Ordmary shares are classified as equity. Equity instruments are measured at the fair value of the cash or
other resources received or receivable, net of the direct costs of issuing the equity instruments. If
payment is deferred and the time value of money is material, the initial measurement is on a present
value basis. .

Defined contribution pension obligation

A defined contribution plan is a pension plan under which fixed contributions are paid into a separate
entity and has no legal or constructive obligations to pay further contributions if the fund does not hold
sufficient assets to pay all employees the benefits relating to employee service in the current and prior
periods.

For defined.contribution plans contributions are paid publicly or privately administered pension insurance
plans on a mandatory or contractual basis. The contributions are recognised as employee benefit
expense when they are due. If contribution payments exceed the contribution due for service, the excess
is recognised as an asset.
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

2 Accounting policies (continued)

Financial instruments (post.January 2018)

Initial recognition
Financia! assets and financial liabilities comprise all assets and liabilities reflected in the balance sheet,

-although excluding Tangible assets, investments, intangible assets, deferred tax assets and

prepayments.

Classification and measurement

Financial instruments are classified at inception into one of the following categorues whuch then
determine the subsequent measurement methodology:

Financial assets are classified into one of the following three categories:

« financial assets at amortised cost;

» financial assets at fair value through other comprehensive income (FVTQCI); or

- financial assets at fair value through the profit or loss (FVTPL).

Financial liabilities are classified into one of the following two categories:
» financial liabilities at amortised cost; or
« financia! liabilities at fair value through the profit or loss (FVTPL).

The company’s accounting policy for each category is as follows:

Financial assets at amortised cost i

These assets arise principally from the provision of services to customers (for example trade debtors),
but also incorporate other types of financial assets where the objective is to hold these -assets in order to
collect contractual cash flows and the contractual cash flows are solely payments of principal and
interest. They are initially recognised at fair value plus transaction costs that are directly attributable to
their acquisition or issue and are subsequently carried at amortised cost using the effective interest rate
method, less provision for impairment.

Impairment provisions for current and non-current trade debtors are recognised based on the simplified
approach within IFRS 92 using a provision matrix in the determination of the lifetime expected credit
losses. During this process the probability of the non-payment of the trade debtors is assessed. This
probability is then multiplied by the amount of the expected loss arising from default to determine the
lifetime expected. credit loss for the trade debters. For trade debtors, which are reported net, such
provisions are recorded.in a separate provision account with the loss being recognised within'cost of
sales in the statement of comprehensive income. On confirmation that the trade debtor ‘will not be
collectable, the gross carrying value of the asset is written off against the associated provision.

Impairment provisions for receivables from related parties and loans to related parties are recognised
based on a forward-looking expected credit loss model. The methodology used to determine the amount
of the provision is based on whether there has been a significant increase in credit risk since initial
recognition of the financial asset. For those where the credit risk has not increased significantly since
initial recognition of the financial asset, twelve month expected credit losses along with gross interest
income are recognised. For those for which credit risk has increased significantly, lifetime expected credit
losses along with the gross interest income are recognised. For those that are determined to be credit
impaired, lifetime expected credit losses along with interest income on & net basis are recognised. From
time to time, the company elects to renegotiate the terms of trade debtors due from customers with which
it has previously had a good trading history. Such renegotiations will lead to changes in the timing of
payments rather than changes to the amounts owed and, in consequence, the new expected cash flows
are discounted at the original effective interest rate and any resulting difference to the carrying value is
recognised in the statement of comprehensive income (operating profit).
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

2 Accounting policies (continued)

Financial assets at fair value through other comprehensive income (FVTOCI)

A financial asset is measured at FVTOCI only if it meets both of the following conditions and is not
designated as at FVTPL:

+ the .asset- is held within a business model whose objective is achieved by both collecting coniractual
cash flows and selling financial assets; and

- the contractual terms of the financial assets' give rise on specified dates to cash flows that are solely
.payments of principal and interest on the principal amount outstanding.

The company does not have any such assets nor does it voluntarily classnfy any financial assets as being
at falr value through profit or loss.

Financial assets at fair value through the profit or loss (FVTPL)
The company does not have any assets held for trading nor does it voluntarily classify any financial
assets as being at fair value through profit or loss.

Financial liabilities at amortused cost

The company classifies its financial liabilities into one of two categories, depending on the purpose for
which the liability was acquired. The company does not have any liabilities held for trading nor does it
voluntarily classify any financial liabilities as being at fair value through profit or loss The company’s
accounting policy for each category is as follows:

- Trade creditors and other short-term monetary liabilities, which are initially recognised at fair value and
are subsequently carried at amortised cost using the effective interest method.

Financial liabilities at fair value through the proflt or loss
The company does not have any liabilities held for trading nor does |t voluntarily cIassufy any financia!
liabilities as being at fair value through profit or loss.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net
basis, or realise the asset and settle the liability simultanecusly.

Reclassifications

A number of reclassifications have been made in the prior year profit and loss and balance sheet to align
with the current year presentation. None of these items are material and there is no profit or net asset
impact.

3 Critical accounting judgements and key sources of estimation uncertainty

Agent versus principal

The company assesses whether it is acting as agent or prmcupal dependmg on whether the client has a
direct relationship with the company, whether the company has the primary responsibility for providing
the services and whether the company contracts directly with either the worker placed or any other
recruitment agency. This judgement has been reviewed in relation to IFRS 15 ‘Revenue from Contracts
with Customers’ . Account is also made of the degree of latitude the company has in establishing the
charging rates with all parties.

Where the company provides a Managed Service, in which it acts as agent for the client (which is mainly
Managed Services contracts), the amount of revenue recogmsed is limited to the management fee
receivable for that service after making provision for any losses foreseen, volume rebates and amounts
payable under.gain-share arrangements rather than the full amount invoiced. Trade receivables and
payables related to these sales are recorded at full invoice value. )
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Carbon60 Limited

Notes to the Financial Statements for the 52 weeks ended 3 January 2020
(continued)

3 Critical accounting judgements and key sources of estimation uncertainty {continued)

Lease end dates

Under IFRS 16 'Leases’ a right-of-use asset and lease liability need to be recogmsed in line with the
expected lease term, which may not be the same as the term of the lease. This has led to a level of
judgement over the leases in our portfolic on the expected lease termination date. Depending on the
circumstances on the individual lease, the company has taken either the break date (for those .
circumstances where the break is expected to be exercised), the actual lease end date or an estimate of
the how long we will stay in a property for those leases which are held-over.

Lease interest rates

The company has estimated the interest rates implicit in the Iease when calculating the lease liability and
related right-of-use asset under IFRS 16 ‘Leases’. Unless stipulated clearly when taking on the liability
the company uses an' incremental borrowing rate calculation to determine the relevant rate.
Consideration is taken over the term of the lease, the credit risk of the acquirer and any specufnc risks
refating to the assets acquired by an individual lease.

4 Turnover
The analysis of the company's turnover for the period by market is as follows:

52 weeks 53 weeks
3 January 4 January
2020 2019
. _£000 £ 000
UK A 116,903 96,939
Europe ) 344 885
" Rest of world o 538 647
117,785 98,471
5 Operating profit"
Arrived at after charging/(crediting)
52 weeks . 53 weeks
3Janvary 4 January
2020 2019
£ 000 £000 -
Depreciation expense ' . a 132 142
Depreciation on right of use assets 271 -
Amortisation expense . 23 30
Foreign exchange gains/(losses) : o 3 (12)
‘Operating lease expense - property 17 245
Operating lease expense - plant and machinery 35 108

Operating lease expenses above include £41,000 relating to short term leases and £11,000 relating to
leases of low value items.

6 Auditors’ remuneration

52 weeks 53 weeks
3January = 4 January
2020 . 2019
£ 000 £ 000

Audit of the financial statements 22 21
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7 Interest receivable and similar income

52 weeks 53 weeks
JJanuary 4 January
2020 2019
- £ 000 £ 000
Dividend income 1,209 -
Other finance income _ - 16
1,209 16
8 Interest payable and similar expenses _
' 52 weeks 53 weeks -
3 January 4 January
2020 2019
£ 000 - : £ 000
Other finance costs . 17 1
Interest expense on leases . 19 , -
36 1

9 Staff costs

" The aggregate payroll costs (including directors' remuneration) were as follows:

52 weeks 53 weeks

3 January 4 January

2020 2019

. ' £000 . £ 000

Wages and salaries . 5,609 5,739
Social security costs ' 560 . 582
Pension costs, deﬁned contribution scheme 153 130
6,322 6,451

The average number of persons employed by the company (including directors) during the period,
"analysed by category was as follows:

52 weeks 53 weeks

3 January 4 January

2020 2019

] : No. No.
Administration and support . ' 2 3
Sales ' . 132 136
' 134 139

10 Directors' remuneration

The emoluments of the directors are paid by the ultimate parent company, Impellam Group Plc. The
emoluments attributable to the services in relation to this company are £15,000 (4 January 2019
£13,000).
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Notes to the Fmancral Statements for the 52 weeks ended 3 January 2020
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11 Income tax )
Tax charged/(credited} in the profit and loss account )
’ 52 weeks 53 weeks

3 January . 4 January
2020 2019
£ 000 £ 000
Current taxation o .
UK corporation tax : ' 340 171
UK corporatlon tax adjustment to prior periods ) _ (23) ) 33
’ 317 204
Deferred taxation )
Arising from origination and reversal of temporary differences 4 (2)
Arising from previously unrecognised tax loss, tax credit or temporary
difference of prior periods 5 (33)
Total deferred taxation (1) (35)
Tax expense in the proﬁt and loss account ' 316 169

The tax on proflt before tax for the period is Iower than the standard rate of corporation tax in the UK (4 -
January 2019 - higher than the standard rate of corporation tax in the UK) of 19% (4 January 2019 -
19%).
The differences are reconciled below: .

- 52 weeks 53 weeks

3 January - 4 January

2020 2019

£ 000 £ 000

Profit before tax : . 2,479 642

Corporation tax at standard rate ' ) v 471 122

(Decrease)fincrease in current tax from adjustment for prior periods (23) 33

Increase from effect of revenues exempt from taxation (230) -
Increase from effect of expenses not deductible in determining ' ’

- taxable profit (tax loss) : 28 23
Increase arising from group relief tax reconciliation _— 60 . -
Increase from transfer pricing adjustments 15 . T 24
Deferred tax credit from unrecognised temporary dnfference from a
prior period . ‘ (5 (33)
Total tax charge ' ) . 316 169

UK legislation requires, in broad terms, that most transactions between connected parties be at an arm's
length price for tax purposes (commonly known as 'transfer pricing’). As a result, this company must
make an adjustment for deemed net interest on intercompany balances that has not been recogmsed in
the financial statements.
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\

11 Income tax {continued)

A reduction in the UK Corporation Tax rate from 19% to-17% (effective 1 April 2020) was substantively
enacted on 6 September 2017 and was used as the basis of calculation for the deferred tax balance at 3
January 2020, as the relevant rate enacted at the balance sheet date. On 19 March 2020 the UK
Corporation Tax was held at 19% under the Finance Act 2020. This change wull affect the tax charge in
future penods

Deferred tax
* Deferred tax assets and liabilities

CoL Asset
2020 » : ‘£ 000
Accelerated tax deprecnatlon _ ’ : 54
Other items ' . : ) 23
‘ 77
. Asset
2019 ' , : £ 000
Accelerated tax depreciation ) 53
Other items ) 23
‘ 76
Deferred tax movement during the beriod:
At At
5 January Recognised 3 January
2019 inincome 2020
, £ 000 £ 000 - £000

Accelerated tax depreciation . ' £3 1 54
Other items : 23 - 23
Net tax assets . 76 1 77

Deferred tax movement during the prior period: . )
At ' At
30 December Recognised . 4 January
2017 in income . 2019
. £ 000 £ 000 £ 000
Accelerated tax depreciation . . . 37 16 53
Otheritems o 4 19 ) 23
Net tax assets ' 41 35 ] 76
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12 Intangible assets .

Cost or valuation
At § January 2019
Additions

At 3 January 2020

Amortisation
At 5 January 2019
Amortisation charge

At 3 January 2020
Carrying amount
At 3 January 2020
At 4 January 2019

13 fangible assets

Cost or valuation
At 5 January 2018
Additions

At 3 January 2020

Depreciation
At 5 January 2018
Charge for the period

At 3 January 2020
Carrying amount
Al 3 January 2020
Al 4 January 2018

35

Software Total
£ 000 £ 000
108 109

35
144 144
35 35
23 23
58 58
86 86
74 74

Leasehold Fixtures and

improvements fittings Total
- £000 . £ 000 £ 000

582 627 1,209
12 55 67
594 . 682 1,276
453 . 503 956
50 . 82 132
503 585 1,088
91 97 188
129 124 253

Included within the net book value of land and buildings above is £91,000 (4 January 2019: £129,000) in
respect of short leasehold land and buildings. -
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(continued)

14 Right of use assets )
Property Vehicles - Total

£ 000 , £ 000 £ 000
Cost or valuation ] )
At 5 January 2019 ) 416 . 92 508 .
Additions ) 346 - 346
At 3 January 2020 B : 762 92 - 854
Depreciation ‘ ' . A ‘
At 5 January 2019 . ‘ . - - -
Charge for the period s ‘ 232 39 271
At 3 January 2020 ’ 232 39 271
Carrying amount . '
At 3 January 2020 _ 530 - 53 583
At 4 January 2019 L . - : - -
15 Investments .
Subsidiaries : ‘ . : £ 000
Cost or valuation’ L )
At 5 January 2019 | ' : 115
At 3 January 2020 ‘ S 115.
Provision . o :
At 5 January 2019 , : o . . ' 76
At 3 January 2020 L ‘ 76
Carrying amount
AL 3 January 2020 o , 39
At 4 January 2018 ) . . L ) 39

Details of the subsidiaries as at 3 January 2020 are as follows:
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(continued)
15 Investments (continued)
' Proportion of
ownership
- interest and
. Principal . ~ - voting rights
Name of subsidiary  activity Registered office Holding ~ held
2020 2019
Impellam GmbH Employment Beethovenplatz 2, Ordinafy 100% 100%
(formerly Carbon60 services 80336 Munchen
GmbH)* . Germany ‘
Carbon 60 AG* Employment  Martin-Disteli-Strasse 9, Ordinary  100% 100%
services 4600 OQlten

Switzerland

Guidant Globa! APAC Employment Level 2, 14 Martin Place, Ordinary  100%- 100%
Pty Ltd (formerly Services Sydney NSW 2000 ' )
Carbon60 PTY Ltd)" Australia

* indicates direct investment of the company

16 Trade and other receivables

3 January 4 January

2020 2019

. £ 000 £ 000
Trade receivables : 15,064 . 15,370
Receivables from related parties ' 8,834 14,635
Accrued income . : K 3,044 . 2,217
Prepayments - : 216 246
Lease debtor due within one year o 10 -
Other receivables . : 91 45
27,259 32,513

Less non-current portion A (2) -
27257 32,513

Receivables from related partiés are interest free, unsecured and repayable on demand.

Details of non-current trade and other receivables

£2,000 (2020: £Nil) of Lease debtors is classified as non current. Lease debtors represent the present
value of leased property which has been sub-let.

. During the period the company received £11,000 against leases debtors {4 January 2019: £Nil). All of the
. amounts due in more than one year are due between one and two years. All lease debtors are due from
related parties.

17 Cash at bank and in hand .
3 January _ 4 January

2020 2019
. X : _ £000 - £ 000
Cash at bank . . o ’ . 2,804 1,502
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(contmued)

18 Trade and other payables

{As restated)

3 January 4 January

2020 2019

. . ) . £ 000 £ 000
Trade payables ' ' 495 648
Accrued expenses . 1,726 1,131
Amounts owed to related parties . 2,068 8,073
Social security and other taxes . ’ 3,336 4,351
Outstanding defined contribution pension costs ' 94 61
Other payables E . 1,553 . 1,431
Corporation tax liability - ‘ ‘ ' C 110 N
. Current portion of long term lease liabilities . 271 -
9,653 15,695

Payables to related parties are interest free, unsecured and repayable on demand.

19 Leases

During the period the company accounted for 8 leased properties under IFRS 16 across the jurisdictions’
in which it operates. In some. jurisdictions it is customary for lease contracts to provide for payments to
increase each year by inflation or at a fixed rate and in others to be reset periodically to market rental

rates whilst in others the periodic rent is fixed over the lease term. Some leases have provisions for early

termination (see lease end dates judgments in note 3). The company. also leased 9 vehicles, all which.
have a fixed lease fee over the term. The weighted average Incremental Borrowing Rate used to

calculate the lease liability was 2.97%.

None of the leases accounted for under IFRS 16 during the period recognised future uplifts in rent.

Leases included in creditors

3 January

- 2020

_ £ 000

Current portion of long term lease liabilities 271
Long term lease liabilities T ' 193

4 January
2019
£000

Included within lease liabilities are £70,000 due to related parties (4 January 2019: £:Nil).
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"19 Leases (continued)

Lease liabilities matunty analysns

(contlnued)

A maturity analysis of lease habllmes based on undlscounled gross ‘cash flow is reported in the table

below:

Less than one year

2 years
"3 years ‘
4 years
5 years

. 6 years
7 years
8 years
§ years
10 years.

Total lease liabilities (undiscounted)

3 January
2020

£ 000

273

188

55

OO v OvOn

4 Ja‘nuary
2019
£ 000

551

Within the payments listed above is £87,000 which will be recogrnised as interesi on the lease liability.

Total'cash outflows rélated to leases )
*Total cash outflows related to leases are presented in the table below:

Payment

. Right of use assets

Interest

Low value leases |
Short term leases’

Total cash outflow

20 Other provisions

At 5 January 2019
Additional provisions

Provisions used

At 3 January 2020

Non-current liabilities

4 January

3 January
2020 - 2019
£ 000 °€ 000
259 -
19 -
35 -
17 -
330 -
‘Other
provisions Total
£ 000 £ 000
69 - " 68
216 216
(50) (50
235 235
235 235

Other pfovisions relate to property provisions for the full expected cost of dilapidations and have been

discounted to a present value using the relevant lease interest rate.
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21 Pension and other schemes

Defined contribution pension scheme -

The company operates a defined contribution pension scheme. The pension cost charge for the period

represents contributions payable by the company to the scheme and amounted to £153,000 (4 January

2019: £130 ,000).

Contributions totalling £94,000 (4 January 2019 £61,000) were payable to the scheme at the end of the
period and are included in credltors

22 Share capital

Allotted, called up and fully paid shares

3 January : 4 January
2020 . 2019
No. 000 . £000 No 000 £ 000
Ordinary of £1 each 17,800 . 17800 17,806 17,800

23 Contingent liabilities

© The company has given cross guarantees as part of the Group’s revolving credit facility of which the
company is a member; the aggregate amount outstanding against this facility at 3 January 2020 was
£167,785,000 (4 January 2019: £186,265,000). ’

24 Parent of group in whose consolidated financial statements the company is consolidated
The name of the parent of the group in whose consolidated financial statements the company's fmancna!
statements are consolidated is Impeilam Group Plc.

These financial statements are available upon request from Reglstrar of Compames Companies
Registration Office, Crown Way, Maindy, Cardiff, CF14 3UZ.

The Group has identified Lord Ashcroft as the ultimate controlling party as- he has influence over more

than 50%, but less than 75%, of both the shares and voting rights of Impellam Group Plc and together
with being Chairman of Impeltam Group Plc has significant influence over the Group.
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25 Non adjusting events after the financial period

In line with the FRC's guidance that COVID-19 should be treated as a non-adjusting post balance sheet
event given our year-end and the development of the pandemic after that date, we have performed a-
re-assessment (but not adjustment) of the carrying value of the reported assets and liabilities.

Right of use asset :

Right of use assets largely relate to property leases which at present and in downside planned scenarios,
the company expect continuing to use and therefore would not consider these impaired. tn an extreme
down-turn, which we do not foresee, we may consider plans to exit some property commitments.

Deferred tax assets ) .

Deferred tax assets largely relate o timing differences between depreciation and the tax writing down
allowance. In the directors’ downside scenarios, the timing of the utilisation of these losses would now be
longer, though we would still anticipate that they would be utilised.

Trade receivables and their recoverability

The company supply to a wide range of customers and sectors, at the date of these financial statements
there had been no specific issues identified in the recoverability of amounts due from the company’s
customers. Furthermore, the company holds a level of credit insurance. There is an increased risk
associated with the trading performance of our customers and their ability to meet their obligations.

Receivables from related parties and their recoverablllty

The company holds various receivables from related parties, including the lease debtor which is an
amount which will fall due from various Group companies. At the date of these financial statements there
had been no specific issues identified in the recoverability of amounts due from the relates parties.

a

26 Prior year adjustments

In relation to the balance sheets adjustments has been made to prior year in relation.to customer
unclaimed payments. An adjustment of £519,000 was made lo increase trade creditors and reduce
retained earnings in the prior period opening balance sheet in relation to amounts previously released to
the income statement, as theré was an expectation that these would not be requested for repayment,
following attempts to return these payments. These are now being held until the financial liability is
deemed to be cancelled, discharged or expires. As the level of release and increase in unclaimed -
payments were similar in both the comparative and pre-comparative periods, the revised treaiment had
no material impact on prior reported profits in those periods. A related adjustment of £99,000 has been
made to recognise the corporation tax on this adjustment that can now be reclaimed.
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