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Synectics plc is a leader in the design,
Integration, control and management
of advanced survelllance technology
and networked security systems

With over 30 years of field-proven experience, Synectics has acquired intimate knowledge of the unique
customer requirements and priorities in commercial, public and industrial environments where security
is critical to their operations.

Meeting the needs of highly demanding clients for Oil & Gas, Gaming, Transport & Infrastructure, and
High Security & Public Space applications, Synectics engineers sector-specific, tailored security solutions
that its customers rely upon to safeguard their people, facilities and assets — across the world.

Great technology, a flexible attitude and deep sector expertise — from decades of experience — are what
set Synectics apart.

The world’s leading oil & gas plants, casinos, transport operators and public authorities select Synectics.
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Headlines

Revenue £71.2 million (2017: £70.1 million)
Underlying profit' £2.9 million (2017: £3.0 million)
On a constant currency basis, revenue £72.3 million and underlying profit £3.1 million

Profit before tax £2.1 million (2017: £2.5 million*), after mostly non-cash
non-underlying costs of £0.7 million in mobile systems business area

Continued investment in technology development of £3.1 million (2017: £2.6 million)
Net cash at 30 November 2018 £8.1 million (2017: £3.8 million); no bank debt
Underlying diluted EPS? 12.6p (2017: 15.2p)

Diluted EPS 9.1p (2017: 12.4p*)

Return on average capital employed 8.6% (2017: 8.7%*)

Year-end order book £21.0 million (2017: £24.4 million)

Recommended final dividend of 3.5p per share (2017: 3.0p) giving total dividend
payable for the year of 4.7p (2017: 4.0p)

Strong performance in Gaming market with record revenue
Good progress in UK infrastructure with high-profile project wins

Oil & Gas and UK on-vehicle sectors performed below the Board's
expectations, in difficult markets

Solid pipeline of identified new business opportunities
Board expects good progress against financial and strategic goals

Financial overview
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*

. Underlying profit represents profit before tax and non-underlying items (which comprise UK mobile

systems restructuring costs and stock write down, and amortisation of acquired intangibles).
Underlying earnings per share are based on profit after tax but before non-underlying items.

Restated. See note 5.
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Introduction
At a glance

Our business at a glance

\Who we are

Synectics plc is an agile, innovative
leader in the world of advanced
surveillance technology and
networked security systems.

We are experts in the specialist markets in which we operate,
with decades of experience in areas of critical need. We have

a deep and unique understanding of our customers’ issues and
challenges, and we draw on this to create solutions they can rely
on completely — giving them peace of mind by securing the assets,
people, and livelihoods they are responsible for protecting.

We have built an enduring reputation for our problem-solving
expertise, technical excellence, and total commitment to

delivering for our customers.

Why we stand out

\What we do

Synectics specialises in the creation of
security and surveillance solutions that
are precisely adapted for some of the
world’s most challenging environments.

We operate in a limited number of sectors where security and
surveillance needs are particularly acute and where our advanced
technologies and specialist expertise deliver the maximum value
for customers and clearly differentiate our offering.

We protect and support major pieces of public infrastructure,
from nuclear power stations in the UK, to transport networks in
Germany, to offshore energy installations in Qatar, to the highest
grossing casinos in Singapore and Las Vegas.

Synectics delivers large-scale security and surveillance projects for world-class
companies, frequently winning major contracts in direct competition with conglomerates
many times our size. We succeed because we combine the scale and track record
required to handle the most challenging programmes with the agility and “can do”
attitude of an independent firm.

We create flexible, user-friendly
products and services which are
tailored around each customer’s
specific needs but founded
upon proven, core systems
and components which clients
can trust, including our
Synergy software.

Synectics plc
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We deliver sophisticated,
value-adding solutions, which
give our clients the capabilities
to improve the way they operate
and enhance the experience they
provide to their own customers.

Annual Report and Accounts 2018

We have exceptionally smart
and talented people, who
combine outstanding technical
expertise with the ability to
communicate directly with
clients at all levels to understand
their needs and deliver solutions.

We care. Everything we do is
driven by a deep understanding
of our customers’ needs and

a passionate commitment to
working with them to solve
the challenges they face.



\Where we work

MARKETS
UK
Germany

us

UAE

Synectics serves clients Singapore
in 55 countries.

Our core teams are centred in five main hubs in the UK, Germany,
the UAE, Singapore, and the US. We reach out to our customers
wherever they are on the planet, providing the expertise and
support where they need it, when they need it.

INDUSTRIES

| Oil & Gas

Where our COEX camera stations ensure clear, accurate and unfailing image quality in hazardous
environments, and our integrated solutions deliver local, remote and multi-site monitoring and
control of vital security and safety systems.

] Gaming
Where the surveillance and security solutions we deploy, and leading-edge cameras we provide,

eliminate risk of downtime — guaranteeing high-quality image detail, uninterrupted live view, and secure
data retention in line with strict regulatory demands.

| Transport & Infrastructure

Where our integrated and interoperable Synergy 3 platform and on-vehicle technologies give
transport operators the power to connect, monitor and control systems vital to passenger safety,
security and travel experience, at every stage of their journey.

| High Security & Public Space

Where our sophisticated yet user-friendly solutions are used to protect critical infrastructure, often
in large scale, and guide critical decision making in operationally difficult environments to protect
assets, personnel and the general public.

Synectics plc O 3
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Introduction
Our business model

Our business model

| Our vision... | Our purpose...

is for Synectics to lead the creation of security and surveillance is to build a deep understanding of our customers’ needs and
solutions that are precisely adapted for some of the world’'s most create solutions they can rely on completely — giving them peace
challenging environments — and to be the provider of choice of mind by securing the people, assets, and livelihoods they are
“where it matters most". responsible for protecting.

How we generate revenue

Synectics embraces two complementary business models. These allow us to work
with customers flexibly in the manner which best suits their needs and their interaction
contributes to Synectics’ attractiveness as an investment proposition.

SYSTEMS BUSINESS MODEL

Our Systems businesses, marketed under the Synectics
brand, secure major contracts for the design, development,
and deployment of security and surveillance solutions
founded on our proprietary technology.

We identify future opportunities at an early stage,
and work closely with customers to understand their
needs and create solutions which are tailored to their
unique requirements.

These businesses earn revenue primarily through

the application of our intellectual property, in the form
of proprietary software and specialist expertise. We
translate complex client challenges and needs into
robust, practical and user-friendly solutions.

Our partnerships with specialist integrators allow our
solutions to be deployed in the most efficient way for
customers and enable Synectics to maximise its
global reach.

Much of our revenue comes from repeat business from
clients whom we support over time and across multiple
sites and estates. This is both a tribute to the strength
of our customer relationships and an important factor
in the long-term health and resilience of the business.

IMS BUSINESS MODEL

Our Integration & Managed Services ('IMS’)
businesses, trading under the Quadrant Security
Group (‘QSG’) and SSS Management Services
brands, primarily in the UK, serve customers by
designing security, surveillance, and facilities
management solutions, and then implementing,
maintaining, and supporting them over time.

Our IMS businesses generate revenue via a
service-based model, working directly with end
user clients to deliver solutions, using best-in-breed
hardware and software technology. The contracts
held by these businesses frequently include a
significant stream of committed, continuous
revenues, bringing the associated benefits of
strong, ongoing customer relationships and a
robust and stable commercial base.

The Systems and IMS businesses are highly complementary. We offer integrated solutions
which draw on both sets of capabilities wherever this delivers the best outcome for our
clients. However, each is a strong business in its own right. We work very flexibly with our
customers, adapting our approach to suit their needs and partnering with other providers
where we believe this adds value to our client solutions and enhances our market reach.

04 | Synectics plc
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The value we deliver

FOR OUR CUSTOMERS...

we provide peace of mind,
through robust, technically
advanced security and
surveillance solutions designed
to deliver reliably in the most
challenging environments.

FOR OUR INVESTORS...

we provide the strong returns
and excellent prospects created
by our market-leading positions
in our key verticals, underpinned
by our entrepreneurial culture
and proven track record of
technical excellence and
customer service.

How we deliver

CUSTOMERS

Our business is founded
on successful, lasting
relationships with

our customers.

Everything we do is driven
by a deep understanding
of their needs, the
environments they work
in, and the challenges
they must solve.

PEOPLE

As our Company has grown,
we have remained true to
the human values at its
heart — mutual respect,
deep personal commitment,
and pride in the application
of world-class expertise in
finding solutions to practical,
real-world challenges.

FOR OUR EMPLOYEES...

we provide stimulating,
rewarding employment
and excellent development
opportunities within a very
human and engaged
working environment.

TECHNOLOGY

Synectics has always
been at the vanguard of
security and surveillance
technology, applying
emerging capabilities

to build sophisticated,
value-adding solutions
with the exceptional rigour
our clients demand.

Today, the heartbeat of
our solutions is Synergy 3,
an innovative, highly flexible
platform which marks us
out as a technical leader

in our industry.

FOR OUR COMMUNITIES...

we play a full role in local
programmes and charities,
both through the Company'’s
direct investments and by
strongly encouraging and
supporting the initiatives

of our employees.

MARKETS

We focus on market
sectors that allow us to
leverage the full potential
of our capabilities,
differentiate our offering
and stand out.

Synectics is ideally
positioned to benefit from
the drivers of growth in its
industry: the expanding
scale and nature of risks
and threats; increasing
investment in critical
infrastructure requiring
protection; and our
customers’ need for

agile partners and
value-adding solutions.

Synectics plc
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Introduction
Chairman’s statement

The pipeline of identified new business that
the Group expects to win and deliver in 2019 is
strong, and we expect to benefit from growing

momentum in certain market sectors.”

David Coghlan
Chairman

Overview

In last year's final results, | set out the Board's expectation that
underlying results in the 2017/18 financial year would show
reasonable growth in profit from business operations being offset
by a significant increase in expenditure on technology development.
That turned out indeed to be the case. With those two factors
combined, underlying profits for the year to 30 November 2018

at £2.9 million were slightly down on the prior year as reported
(2017: £3.0 million), though slightly up on a constant currency basis.

Within the various market sectors Synectics serves, results from
the gaming surveillance markets in Asia and the United States were
very strong. It was particularly pleasing that Synectics continued
to demonstrate the benefits of its growing leadership position in
this most demanding of high-end surveillance applications. The
Group also made excellent progress in sensitive and high-profile
infrastructure sites in the UK, where demand for specialist
technical security capability continues to grow in the face

of an expanding array of threats.

As previously announced, results for the year from the Group’s
global oil & gas and, especially, the UK on-bus sectors were below
expectations, as those markets remain difficult. In the latter case,
the Group's mobile surveillance business also suffered from the
loss of a large contract renewal from a UK bus operator and a
second customer taking its service work in house. Management
implemented a restructuring of the Group’s activities in the UK on-bus
area which, together with a re-assessment of related stock carrying
values, resulted in a significant, mostly non-cash, non-underlying
charge, partly in 2017/18 and partly on a restated basis in prior
years' accounts, as described below.

The additional investment in the Group's technology development
programme proceeded as planned across the year, notably in adapting
our core software architecture to benefit from growth opportunities
in Cloud-based applications. Synectics’ strong balance sheet and
cash generation allow the Company to position itself to take full
advantage of this and other emerging technology capabilities as
we apply them to our established markets.

Synectics plc
Annual Report and Accounts 2018
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Overall, in 2017/18 Synectics made progress towards achieving

its main strategic goals. We are looking now towards accelerated
growth in revenues and more consistent delivery of returns across
the sectors in which we operate.

Results

For the year to 30 November 2018, Synectics’ consolidated
revenue was £71.2 million (2017: £70.1 million). Underlying profit
before tax was £2.9 million (2017: £3.0 million). On a constant
currency basis', revenue for the year ended 30 November 2018
was £72.3 million and underlying profit before tax was £3.1 million.

After charging £0.7 million for non-underlying costs for the
financial year within the mobile systems business area, as described
in the Performance Review, profit before tax was £2.1 million
(2017: £2.5 million*). The total non-underlying costs recorded in
the mobile systems business was approximately £2.0 million, as
announced on 29 November 2018. The additional £1.3 million was
required by accounting standards to be shown as a restatement of
previous years' results. Further details on the restatement and
non-underlying costs are set out in notes 4 and 5.

Underlying diluted earnings per share were 12.6p (2017: 15.2p)
and diluted earnings per share were 9.1p (2017: 12.4p*). These
numbers reflect a higher effective corporation tax rate for the year
of 26% (2017: 15%) due primarily to an increased proportion of
business in the US, combined with a remeasurement of deferred
tax balances in the US as a result of US tax reform.

The Group's balance sheet continued to strengthen, with net cash
at 30 November 2018 of £8.1 million (2017: £3.8 million). The last
of the Group’s bank borrowings were repaid during the year. This
cash position was somewhat flattered by favourable working capital
flows around the year end. The consolidated firm order book at

30 November 2018 was £21.0 million (2017: £24.4 million), with
the decline reflecting primarily lower outstanding orders for on-bus
surveillance systems and the timing of large contracts in other sectors.



Dividend

Based on the Group's strong cash position, and our confidence

in future financial results, the Board is recommending payment of
an increased final dividend of 3.5p per share (2017: 3.0p), payable
on 7 May 2019 to shareholders on the register as at close of
business on 5 April 2019. If approved by shareholders at the
Company’s Annual General Meeting to be held on 25 April 2019,
this will bring the total dividend payable for the year to 4.7p per
share (2017: 4.0p).

People

There were three changes on the Synectics Board in the last
financial year. Firstly, Dennis Bate retired in April 2018 after twelve
years' service as a Non-Executive Director. During that time
Dennis consistently provided us with wise and experienced
counsel, and on numerous occasions contributed value to the
Company through his wide range of contacts, mentoring of our
senior managers and understanding of the needs of current and
prospective Synectics’ customers. On behalf of the Board and
shareholders, | would like to pay sincere tribute here for Dennis’
many contributions.

On 30 November 2018, Mike Stilwell stood down as Finance
Director, having ensured a well-managed and positive handover to
his successor. Mike had been an important member of the senior
management team at Synectics since joining in 2012 and we wish
him well for the future. Simon Beswick joined the Company in
September 2018 and was appointed to the Board as Finance
Director on 30 November 2018. He has already had a positive
impact and both the Board and senior management team look
forward to working closely with him.

Sincere thanks are also due once again to Synectics’ employees
at all levels for another year of outstanding commitment and effort
on behalf of the Group. For some time now, Synectics has been
conducting annual surveys of employees and customers, with the
Board paying close attention to the resulting key metrics and trends.
It will not surprise anyone that there is a clear positive correlation
between rising employee engagement scores and customer
satisfaction (as measured by our net promoter score). During
2017/18, employee engagement rose for the third consecutive
year and our Group-wide customer satisfaction rating increased
substantially from an already good level.

Synectics’ success in implementing its strategy depends in large
measure on retaining smart, talented employees who are thoroughly
engaged in providing short and long-term value to our customers.
The Group's Executive team will continue to be focused on that goal.

Strategy

As the volume of digital data generated by high-end, video-centric
surveillance systems continues to grow exponentially, the complexity
of extracting actionable intelligence from that data is opening up
growing scope for innovation. Rapidly evolving technology platforms,
a new generation of customers brought up on intuitive graphical
interfaces, emerging self-learning software systems, and increasingly

sophisticated cyber threats are all adding to the potential for solving
the problems of high-end surveillance customers in new and
effective ways.

Throughout its 30-year history, Synectics has consistently
demonstrated the combination of deep technical capability

and a practical, expertise-based sales approach needed to benefit
from such opportunities. Synectics’ heritage and instincts are
entrepreneurial, while its long list of high-profile reference sites,
allied to its reputation for reliability, provides reassurance. We
believe these characteristics give the Group a solid base from
which to build in an attractive market.

Outlook

The Board considers that any potential outcome of the Brexit
situation is likely to have only a limited impact on the Group, due
to the nature of our customer and supply base. However, we have
taken modest and appropriate measures to increase the buffer

in our EU-based supply chain and to ensure we have workable
alternatives where necessary.

The technology and market environments in which the Group
operates are evolving at an increasing pace. The Board intends

to continue, and most likely accelerate, the level of investment

in development of next generation Synergy software platforms to
take full advantage of the opportunities emerging in the Group's
specialist sectors of the market. In that regard, both our cash
resources and unleveraged balance sheet are important assets.

To succeed as planned, the Group also needs to strengthen its
management structures and systems. A number of new managers
have joined the senior team in recent months, and we are actively
recruiting several more, particularly on the sales front. We have also
initiated a thorough review of the different systems currently used by
the Group which we expect to result in implementation of a new,
more unified set of systems across the Group, enabling efficiencies,
improved customer service and a more scalable organisation.

The pipeline of identified new business that the Group expects
to win and deliver in 2019 is strong, and we expect to benefit from
growing momentum in certain market sectors that did less well
in 2018. Overall, the Board is confident that Synectics will make
good progress against both its financial and strategic goals in the
current financial year.

Pl

David Coghlan
Chairman

26 February 2019

1. Using average exchange rates for the year ended 30 November 2017.

* Restated. See note 5.
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Strategic review
Chief Executive’s statement

We are laying the foundations for an ambitious
growth strategy which we believe will take the
Company to new levels over the coming years.”

Paul Webb
Chief Executive

Synectics plc is ideally positioned to benefit from the drivers of
change in its industry, as a dynamic, innovative business applying
advanced technologies to provide security and surveillance solutions
to market sectors where it really matters.

We are laying the foundations for an ambitious growth strategy
which we believe will take the Company to new levels over the
coming years.

Market

The market for security and surveillance solutions continues to
expand. Demand around the world is being driven by a series of
external factors, all of which support our strategic plans and align
with our business strengths:

e continued urbanisation, especially in emerging markets;
e more travel, both within and across borders;

e increased investment in critical infrastructure requiring
advanced protection;

e greater and ever-more complex risks and threats; and

e increased adoption of technologies including Cloud,
Internet of Things, and Artificial Intelligence.

The need for robust, unfailing security and surveillance solutions
remains paramount, while rapid advances in the technological
possibilities available to us continue to change the needs and
expectations of the customers we work with. Together, these
factors open up exciting opportunities for our business.

As our clients make their own preparations for a dynamic and
potentially unpredictable future, it is clear that they are looking
for exactly the type of sophisticated, value-adding, and intuitive
solutions in which we specialise.

O 8 | Synectics plc
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They are seeking partners who offer the blend of technical
expertise, agility, and commitment to outstanding service which
has characterised Synectics since it was founded.

Changes in the world around us play to our strengths and we are
moving quickly to capitalise on the opportunity at hand.

Strategy

We are putting in place a strategy designed to drive the business
forward in the short term, while also ensuring that we are
equipped to meet customer needs well into the future.

Over the past year, we have taken the first steps in this journey.
During 2019 we will be accelerating the rate of change within our
business and making the significant investments in our products,
people, and processes which are necessary to keep us at the
forefront of our industry.

The programmes we are driving through our business are future
focused and directed at three main areas:

e building the leadership team and developing our expert workforce;

e becoming a truly customer-centric organisation, with systems
to support this; and

e transforming our products and solutions to harness
new technologies in order to meet our customers’ rapidly
evolving needs.

People
Continuing to strengthen our human capabilities at all levels is vital
to the evolution of the Company.

Within the leadership team, we have appointed Simon Beswick
as Finance Director. Simon brings wide international experience in



finance and general management and an intuitive grasp of the
practicalities of leadership in technology companies.

We have made a series of other senior appointments. These have
been recognised and promoted from within the Company while
reinforcing our talent pool with some strong external hires.

Consistent emphasis on talent development continues to benefit
our entire business; our focus on recruiting a new generation of
smart, agile, technically expert young people will also help shape
our future.

Customers

We have always placed customers at the heart of our business
and are continually recognised for our service ethos and
commitment to delivering the solutions they need.

However, we are entering an era in which agility and speed of
response will be even more critical. In anticipation of this, we are
implementing a new customer-centric organisational model to make
it simpler and faster for clients to access the resources they need.

One of its aims will be to facilitate co-creation of solutions with
customers. We are already engaged in development work with
individual clients to fast track the application of emerging technologies
to their businesses and this will be an increasingly important
model for us going forward.

During 2019 we will accelerate the transformation of our organisation
to ensure our structures, processes, and day-to-day behaviours are
aligned with the future requirements of our customers and markets.

Outlook

We are entering this period of exciting change with a business
in robust health. We have delivered a solid set of results for 2018
and our revenues have underlying momentum.

Changes in the world around us play to our
strengths and we are moving quickly to capitalise
on the opportunity at hand.”

Paul Webb
Chief Executive

Remaining highly focused continues to benefit our business;

we operate in a limited number of sectors where security and
surveillance needs are particularly complex and where our advanced
technologies and specialist expertise can deliver maximum value.

In each of these verticals, we have built deep expertise, lasting
customer relationships, and an enduring reputation. We adapt our
core technologies and systems to address the unique needs of
each sector, and then tailor our solutions further to address the
specific requirements of every customer.

We are team players, working closely with partners — integrators,
consultants, and other technology providers — joining forces to
deliver the best possible outcomes for our clients. Crucially, our
partnerships extend our reach as a business, enabling us to access
opportunities all over the world and provide ongoing support in
the most practical way for each customer. We are an agile,
forward-looking company, and are proud to say we punch

above our weight.

We view the future with great optimism. The forces of change in
play make our inherent strengths even more important to customers.
Synectics' sophisticated problem solving expertise, agility, and
“can do” attitude will be in greater demand than ever before; our
unfailing emphasis on delivering reliable and robust solutions for
challenging environments and areas of critical need will deliver
vital peace of mind in an unpredictable world. This mix renders us
better placed to succeed in the future than many of our competitors.

It is our belief that the changes already underway within our
business will ensure we have the product suite, the human
capabilities, and the cultural orientation necessary to help our
clients navigate the challenges ahead, and to secure our own future.

s

Paul Webb
Chief Executive

26 February 2019
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Strategic review
How we deliver — the pillars of our success

Our customers

Synectics plc's continuing success within the expanding global
security and surveillance industry is founded on our track record
in building successful, lasting relationships with our customers.
Everything we do is driven by a deep understanding of their needs,
the environments they work in, and the challenges they must solve.
As a result, we enjoy exceptionally high levels of repeat business.

Customers come to Synectics for our expertise. We are specialists
in security and surveillance, not a general “tech” company. Even
more importantly to our clients, we are specialists in their security
and surveillance.

In each of the markets in which we operate -

Oil & Gas, Gaming, Transport & Infrastructure,
and High Security & Public Space — we have built
dedicated teams which understand the specific
issues in minute detail.

Some of the underlying principles and technologies are of course
transferable across markets, even with industries as diverse as
these. The scope and flexibility of Synectics’ Synergy 3 software,
for example, means that it is used by customers in all of these
areas — from the world'’s busiest transport systems, gaming
resorts and city centres, to infrastructure critical energy
developments across the globe.

The key, however, lies in customising the way in which the vast array
of tools and expertise at our disposal are used to create the right
solution. Not just for each market, but for each individual customer.
Having the knowledge, discipline, and desire to assess each set
of requirements and deliver a precisely tailored solution is critical.

Above all, we look at things through the eyes of the customer.
We focus on the big picture outcomes they need to deliver while
also looking at the detailed practicalities of how they need to work

| Synectics plc
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day to day. What will be easy and intuitive to use? Where will
extra speed or precision of results make all the difference when

it matters most? These are the questions we consider and answer
with the right, tailored solution.

To help us strengthen our relationships still further, we introduced
a Customer Excellence programme in 2016.

The programme has created an additional channel of dialogue with
our clients. We conduct a formal annual survey across our entire
client base, run for us by an independent research consultancy.
We feed back the results from each survey to our customers, commit
to a programme of actions in response, keep customers updated
on progress, and continue to seek their feedback to ensure that
we are delivering the improvements they have asked for.

The overall results are very pleasing. In the latest survey, conducted
in September and October 2018, our positive Net Promoter Score
('NPS’) has risen across the Company by 18 percentage points
over the past two years.

We are consistently rated highly by customers for the reliability
of products, the user friendliness of our solutions, our specialist
knowledge, and our commitment to the highest standards of service.

This is hugely encouraging as it confirms that our points of difference
align with customer needs. However, we are never complacent
and use customer input to constantly identify further opportunities
for improvement.

For example, based on the latest feedback we are looking at more
ways in which we can make it easier for customers to access help
and support when they need it, so that any issues or questions
can be resolved quickly.

For us, “continuous improvement” isn’t a slogan, it's a mindset that
drives us forward every day to make the solutions we provide easier
to use, more efficient to operate, and above all more effective in
what they deliver for our customers.



B Securing international gateways

“Synectics has a real understanding of how airports work and
the key parameters for ensuring a positive passenger experience.
More importantly, they understand how innovative technology
can alleviate those pressures and support safe, secure, and
efficient operations.”

Linda Hadi
Director, Jaya Teknik ICT Division

l Supporting major retail brands

“We have been highly impressed by the breadth of their capabilities.
These installations are perfectly in tune with intu’s brand values,
allowing us to offer our shoppers the best possible customer
experience in a safe environment.”

Gian Fulgoni
Chief Information Systems Officer, intu
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| Making vehicles safer for personnel
and passengers

“We have a long-standing relationship with Synectics which has
proved successful over a number of years. We believe they
continue to deliver the solutions we need now, and in the
future, to help us to keep improving the security and safety
of our customers and our employees.”

Sam Greer
UK Bus and Engineering Director, Stagecoach

| Protecting people, safeguarding
energy assets

“Very few organisations have the range and quality of products,
combined with system integration capabilities and expertise, to
develop an industrial solution for a project of this scale. That's
why we were keen to work with Synectics to provide a security
CCTV system at Pearl GTL plant.”

Toni Partipilo
Sales & Proposals Manager, Page Europa

| Footage without fail for casinos

“With our changing IP needs and a move to centralised monitoring
and evidence management, we knew that upgrading to Synergy 3
would deliver. Both the surveillance operators and maintenance
teams have the added comfort of familiarity, while gaining the
benefits of the complete situational awareness.”

Ted Nilsson
Assistant Surveillance Manager, Casino Cosmopol

] Smarter solutions for public protection

“We are always looking at ways we can support the surveillance
team and use our technology more efficiently and effectively.
Upgrading to an open platform solution that could facilitate greater
levels of integration with existing systems would be key to this.”

William Ogg | ,I 1
CCTV Manager, London Borough of Bromley




Strategic review
How we deliver — the pillars of our success continued

Our people

As our Company has grown, we have remained true to the human
values at its heart: mutual respect, deep personal commitment,
and the pride we all take in applying world-class expertise to solve
practical challenges.

Security and surveillance is a “technology” industry, but it is also a
deeply human business. Our work protects assets and infrastructure,
but its most important purpose is to protect people — to keep them
safe, give them the peace of mind, and enable them to pursue their
lives without concern. Whether protecting employees, members
of the public, or both, the people who use our solutions — our
customers — shoulder this enormous responsibility and rely on

us to be with them every step of the way. We cannot fail them.

And our customers know we won't. The feedback we receive
from clients consistently praises our expertise and the enormous
commitment and dedication our teams show. As one customer
commented: “In terms of system and industry knowledge, expertise
in the system, and understanding and responding to our requirements,
they do an exemplary job.” Another said simply that we “provide
instantaneous support and do so with a great attitude.”

None of this happens by accident. Attracting, developing,
retaining, and inspiring the right people have always been
commitments central to our business strategy.

For several years now, our talent programmes have been built
around three simple streams of activity:

e right people, right roles;
e |earning and development; and
e communication and engagement.

This consistent focus is reaping rewards with customers and also
among our own people. In our latest annual Employee Survey, we
have seen further improvements across the Company on almost
all of our key metrics. This is the third successive year of

| Synectics plc
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significant progress in these results, and corresponds with
substantial gains in our customer NPS scores over the same
period. We have established a virtuous circle at the heart of the
business and we are determined to keep improving.

The investments we are making are bearing fruit at all levels. Over
the past 18 months we have been able to make a series of senior
appointments from within the business, ensuring continuity for our
customers and providing well-merited recognition for our rising
generation of leaders. Elsewhere, renewed emphasis on recruiting
high-calibre graduates with excellent technical skills has brought
fresh energy and innovative thinking to our R&D teams.

As we develop this latest generation of talent
and help them build their careers with Synectics,
we will pass on to them the rich heritage of
specialist expertise embedded in our Company.

No matter how good you are at what you do, nothing stands still.
Our industry is changing, and doing so in ways which present new
challenges but also great opportunities for our business. We are
continuing to evolve our structure and roles to make sure our
set-up is future proofed and fit for purpose. We must be a truly
customer-centric organisation, ensuring our clients can access
resources in whatever way is easiest for them as their own
operations evolve. All the while, we must operate with efficient
and effective supply chain management and support processes,
to maximise the value we deliver for our customers and investors.

We have begun a programme of significant change during 2018,
and this will accelerate in the coming year. We face the future with
great confidence, and trust our people to rise to the exciting
opportunities which lie ahead.



We are proud of our people, not just for what they do for our Company but
for the wider contributions they make to the communities of which we are
a part. Here are just a few examples of their terrific efforts over the past year.

| Help in a crisis

Stephanie Mayes, Synectics

Vice President, Business Development,
was part of a Mission 500 team which
joined a security service trip to

Puerto Rico to help families after
Hurricane Maria.

l Rebuilding communities

t\ . Employees from the Synectics US office volunteered with Habitat for Humanity to help shovel
ﬁﬁ- Habitat

. mud and dig out a family’s home after the mudslides that hit their community in early 2018.
for Humanity

| Sporting success

Gemma Scott from our Finance team won the Sports Achiever Award with North Lincolnshire
Community Champions for her tremendous achievement in completing an Ironman Triathlon,
comprising a 2.4 mile swim, 112 mile bike ride, and 26 mile marathon run. By way of a
warm-down, Gemma ran the London Marathon for Worldwide Cancer Research.

w | Saving lives
1 ) Paul Brooks, one of our UK Business Development Managers, received the Sussex Police
Operations Command Commendation for his volunteer work with Sussex Search and Rescue.

B Active fundraising

A team from our Operations Centre completed a 30,000 step evening glow walk over 15 miles (24 km)

c;’;:{ LGOO
5
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HOSPICE

to raise money for Lindsey Lodge Hospice. The hospice provides specialist palliative care to people
with life-limiting illnesses. Andy Pidcock from our Service team completed the Great North Run
on behalf of the same charity.

Synectics plc 1 3
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Strategic review
How we deliver — the pillars of our success continued

Our technolog

Synectics has always been at the vanguard of security and
surveillance technology. We apply human ingenuity and advanced
technical capabilities to create practical solutions.

Crucially, these are solutions built for security and surveillance
professionals by security and surveillance professionals. Our
teams understand intimately the world in which our clients
operate. That knowledge is critical to designing and delivering
customised systems which mirror customer workflows and are
efficient and intuitive to use.

To achieve this, we have remained focused on markets where
security and surveillance are fundamental to the customer’s entire
operation. Our specialist teams have decades of experience in
adapting our capabilities to meet the needs of professionals

in each market.

The heartbeat of our solutions is Synergy 3,
an innovative, highly flexible platform which
marks us out as a technical leader in our industry.

Synergy 3 is extraordinarily powerful. It provides the foundation for
integrated solutions which can be configured specifically for each
customer, tailored to meet the needs of individual users, and
which ensure the right people always have exactly the information
they need to make, and action, critical decisions.

| Synectics plc
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Smart, intuitive graphical interfaces, and high standards of user
friendliness, are crucial to the experience. Synergy 3 enables us

to deliver technologies to security experts in ways which fit easily
around their working lives and — thanks to Synergy's dynamic
workflows, intelligent automation capabilities and open architecture
—also make their working lives easier.

New technologies are arriving very quickly and exerting a dramatic
effect on our industry, Artificial intelligence will play a major role in
making surveillance systems smarter, better able to anticipate and
pre-empt threats, and hence more effective in protecting us all.
"Big data” can be harnessed to deliver more responsive control
systems and a better experience for the customers of the clients
we serve. The flexibility and interoperability of systems, always
central to our thinking, are improving all the time.

New capabilities also bring new threats. We and our clients must
ensure that we are prepared to address different kinds of challenges
and to respond rapidly and with great agility in a fast-changing and
volatile world.

Our conversations with customers underscore the importance

of this transformation and the speed with which it is taking effect.
We are ideally positioned to meet emerging needs. The market
undoubtedly has an appetite for a new generation of more powerful,
higher value solutions, and a desire to work with smart, agile
partners who can help them to anticipate and adapt. We are
confident that Synectics is better placed to succeed in this
environment than many of our competitors.



We are already developing a new suite of technical capabilities
to address emerging possibilities and needs. This work, and the
investments behind it, will be accelerated through 2019.

Our technical development is always grounded in meeting current
and future customer needs. We are working closely with customers
to co-create a new generation of solutions, and conducting live
trials which are already moving rapidly to proof of concept. These
fast-cycle, collaborative projects are proving highly successful and
we will be expanding their scope in 2019.

Our new generation architecture is designed to support organisations
across the spectrum of sectors and needs we serve. It enables
us to offer:

o fully integrated and interoperable solutions for customers
who wish to deploy command, control, security, and information
systems across an enterprise class, geographically wide, and/or
operationally diverse estate;

large-scale but discrete — potentially ring-fenced — systems for
customers who want sophisticated solutions but who, perhaps
for regulatory or security reasons, may also require them not to
be integrated with external data and applications, for example,
in the gaming sector; and

efficient solutions for customers who want relatively simple but
exceptionally reliable capabilities that meet regulatory and other
core requirements.

Integration and interoperability are becoming more and more
critical. Customers want to be able to enhance and build on what
they already have and connect multiple systems together.

For us, offering a truly tailored solution means respecting this fact
by ensuring that our technologies seamlessly integrate with a wide
range of third-party systems and devices. This gives customers the
flexibility to maximise existing resources and allows us to support
customers in areas where our technical specialism pays dividends.

Our software platform and tools are fundamental to this proposition,
and to the unique user experience we offer. But so are our market-led
hardware solutions. For example, recognising a distinct need for
reliable, robust camera stations capable of withstanding incredibly
harsh conditions, we developed — and for over 30 years have
continued to provide — specialist COEX C3000 camera stations

to customers operating in extreme environments, from oil & gas
developments and marine assets to critical infrastructure projects.

Synectics has always been, and will remain, a technical leader in
security and surveillance. Our proven ability to apply technology
with an agility of mind and practicality of purpose will be crucial

to our future success, and to that of our clients.

Synergy 3: situational awareness tailored to each customer

S
EX300

: delivering intuitive and ergonomic control
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Strategic review
How we deliver — the pillars of our success continued

Our markets

We choose to operate in market sectors which allow us to
differentiate our offering and stand out, primarily: oil & gas,
gaming, transport & infrastructure, and high security & public
space industries.

These markets present an extraordinarily diverse range of working
environments and operational challenges. They also have key things
in common — scale, complexity and an imperative need for proven
technologies applied with absolute rigour. These requirements
align perfectly with our strengths and capabilities.

The overall security and surveillance market is growing globally
and we expect that trend to continue. The impact of further
urbanisation, new investment in infrastructure, and increased
international travel, combined with unrelenting and more diverse
threats, are increasing demand for high-quality, reliable solutions
to protect people and assets.

The emergence of new technologies is enabling the development
of new and more powerful surveillance and protection capabilities,
and facilitating the seamless integration of these systems with
others to provide holistic solutions.

We operate in some of the most complex and challenging
environments, and it will be here that the forces of change will
be most keenly felt in the coming years. Synectics plc is ideally
equipped to benefit from these trends.

Many organisations do not know exactly what they will have to
deal with in the coming years. They do know that there will be
many challenges, some of which will be unforeseen. Meticulous
planning will be important, but it will also be vital to be fast on
one's feet and to respond at great speed to the unexpected.

The qualities required to deliver and prosper in this environment
are inherent in Synectics’ technology and culture.

Our solutions are founded upon proven, core systems and
components, such as Synergy 3, but can be quickly adapted
to meet specific needs.

Our talent strategy has consistently focused on attracting, retaining
and developing exceptionally high-calibre people — individuals who
can work closely with clients to understand their needs and apply
problem-solving skills and technical expertise to deliver the
optimum solution.

Synectics faces the future confident that our core values and
capabilities are well aligned with the direction of travel for our
customers. Over the next twelve months, we will be making
further changes to our organisation and significant investments in
our products and underlying technology to ensure that we remain
an outstanding specialist partner for clients seeking security

and surveillance solutions in the areas of most critical need.

The new era is characterised by an accentuated focus on specific attributes which

will be essential to survive and prosper.

Agility — the world we live in, the things we can achieve, and
the threats we face are moving in ways which are dramatic, rapid,
and unpredictable.

Intuitiveness - the standards of design and “ease of use” set by
the likes of Apple, Google, and Facebook have become the new
normal — the minimum we expect in every aspect of our personal
and working lives.

1 6 | Synectics plc
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Pre-emption — Artificial Intelligence and other technologies
increasingly offer the potential to anticipate security threats

or customer requirements, and provide more secure protection
and enhanced service.

Integration — different systems and components need to be able
to connect seamlessly to support a variety of desired outcomes,
albeit recognising that in some environments surveillance capabilities
may need to remain ring-fenced to meet regulatory requirements.



| Oil & Gas

The complexity of the task facing our Oil & Gas customers
is enormous: safeguarding on-site personnel; protecting
offshore and onshore pipelines; and monitoring hazardous
and explosive areas, often in remote locations under
extreme temperatures. It's a challenging brief. It's also
why our COEX cameras and integrated solutions are
trusted to protect major projects across the globe.

ik

| Transport & Infrastructure

Transport operators need powerful, integrated command
and control systems and monitoring technologies that
protect the public and help to deliver a better passenger
experience, both in and around stations and on vehicles
themselves. Our tailored solutions for this sector meet this
need now, and future proof the path to the continued
adoption of new innovations.

.

] Gaming

Gaming is one of the most technically demanding, tightly
regulated leisure industries in the world. Monitoring vast,
crowded facilities in low-light conditions where massive
amounts of cash constantly change hands is a daily reality.
With sophisticated redundancy, resilience and data retention
features that guarantee regulatory compliance, our solutions
deliver precision images and absolute peace of mind.

| High Security & Public Space

Balancing tight security with public access; visual surveillance
with data privacy; localised control with central, multi-facility
oversight; and operational efficiency with cost maximisation
—these are just some of the challenges our High Security
& Public Space customers face, and why our surveillance
technologies, integration capabilities and facilities
management services are chosen time and time again.

Mainaa o1bajells



Strategic review

How we deliver - the pillars of our success continued

Oil & Gas

£

Monitoring and controlling security, safety
and industrial processes in all conditions.

The task facing our Oil & Gas customers is
hugely complex. Often operating in remote
locations and under extreme temperatures,
they are presented with multiple challenges:
safeguarding on-site personnel; protecting
offshore and onshore assets; and monitoring
hazardous and explosive areas.

The scale of these challenges means that
Synectics' specialist capabilities and deep
knowledge of the industry are widely
respected and sought after. We are long
established as a major global player in
security and surveillance for the oil & gas
sector, and also in the marine markets,
which share many of the same needs.

The oil & gas market has been an extremely
tough one in which to operate in recent years.
Our strategy has been to take the long
view, anticipate our customers’ changing
needs, and implement the right actions to
secure the future of our business. We have
continued to invest to ensure that we keep
our product range at the cutting edge of
the industry. This has left us extremely
well placed to respond to the signs of

recovery, which are now apparent. F
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We believe the market is returning, but it
is also evolving geographically, with more
of the key decisions being taken in Asia,
especially in China and South Korea. We
are continuing to expand in these markets,
as well as in Japan, South East Asia,

and Australia. Other regions remain very
important to us, especially Western Europe,
the Middle East, and the US. More than ever,
these are global industries. With proven
experience of successful deployment of
our solutions all over the world, and a strong
network of international partners, Synectics
is well positioned to benefit from the
opportunities now emerging.

The Synectics proposition is based around
turnkey solutions, long-standing industry
expertise, and a specialist product range.
Our COEX camera stations and Synergy
software have an exceptional track record
of reliability in the uniquely demanding
conditions our customers face, and satisfy
the constantly changing requirements
of compliance legislation.

By definition, many of the facilities we |
protect are in remote locations. The
systems and products we deploy must §
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be faultless. They must also facilitate
remote monitoring and analysis, often
thousands of miles away from the site
itself. Conditions are often extreme, and
we have demonstrated time and again
that we can enable our clients to meet
the exceptional challenges they face.

The oil & gas industry is founded on team
work. Our projects frequently involve working
in partnership with our “end clients”, the
companies which own and operate the oil
& gas installations, and with the engineers,
construction firms, telecommunications
providers, and other specialist security
and surveillance firms with whom these
customers also have relationships.

The collective and individual reputations of
our people create a foundation of trust and
mutual commitment which allows us to
interact successfully with other stakeholders
throughout every stage of a project. We
are proud of the role we play in helping

._ —
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working with trusted partners whose
expertise complements our own.

We engage with our end customers and
their partners from the very earliest stages
of a new installation or upgrade, providing
input and advice from the start. This
personal commitment, an understanding
second to none of every nuance of the
industry’s complexities, and a technology
platform and product perfectly suited to
our customers’ needs all lie at the heart

of our success.

e \We monitor the world's largest
gas-to-liquids plant, Shell Pearl GTL in
Qatar, with over 340 cameras across
the site.

We have delivered over 10,000 COEX
camera stations in the last ten years to
oil & gas and marine installations across
the globe.

We protect the largest, most expensive
floating structure ever built (Shell Prelude
Floating Liguefied Natural Gas facility).

Synectics provided excellent

support to successfully

execute our project.”

ust

comment

| Case study

Delivering the world'’s
largest ever oil & gas
surveillance project

Synectics’ reputation within the oil & gas industry makes us a natural
choice for the most demanding programmes.

The $27 billion RAPID project in Malaysia is the largest security
and surveillance project the sector has ever seen.

RAPID is a refinery and petrochemical integrated development by
Petronas. When it reaches full capacity, an estimated 300,000 barrels
of petroleum and specialist chemicals will be processed every day.

Synectics has been involved in this megaproject since its inception
and supplied the initial packages more than five years ago. We were
selected on the basis of our long experience of developing solutions
for large scale oil & gas projects, from Gorgon in Western Australia,
to Shell Pearl GTL in Qatar, and Kashagan in the Caspian Sea.

Once complete, the integrated solution we have developed for RAPID
will support central and localised monitoring and control of almost 800
cameras spread over 2,000ha, making it the largest installation of its
kind anywhere in the world.

The end-to-end surveillance solution we have developed and delivered
utilises our open-architecture software platform, Synergy 3, and covers
all process and security areas. The solution allows footage from Synectics'
proprietary COEX camera stations to be monitored, controlled, and
recorded. It enables integration to the process management system
and to the site-wide access control system, providing a single command
and control environment for the operators. COEX thermal cameras are
also being used to monitor flare stack health, allowing operators to see
any variations in temperature that may indicate issues with the type
and/or flow of gases being burned.

Synectics is the sole surveillance contractor for the project, and we
have been working with over 20 different Engineering, Procurement
and Construction (‘EPC’) contractors commissioned to handle different
aspects of the development. The RAPID project exemplifies our ability
to combine unigue technical capabilities with the service ethic and
team working skills needed to deliver a programme of this magnitude.

Darren Alder, Synectics Divisional Director for Qil & Gas, said: “This is
a project Synectics is uniquely qualified to undertake. Our experience
of the industry was a major factor in our being awarded the contract,
and Synergy 3's scalability and modular structure has allowed seamless
expansion of the systems over time and facilitated the integration

of new technology at each stage of the project.”

Synectics plc | 1 9
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Strategic review

How we deliver —the pillars of our success continued

Gaming

Gaming is one of the most technically
demanding leisure industries in the world.

From a security and surveillance
perspective, safeguarding people is always
the first priority, but our customers in this
sector also face other challenges. They
face stringent regulatory requirements —
the installation of approved surveillance
systems is a pre-requisite for obtaining a
licence. Protection against fraud is an
ever-present necessity. Casino operators
must continuously monitor activity, analyse
suspicious behaviour in real time, and
respond appropriately and swiftly when
concerns arise. All of this in vast, crowded
locations with low-light conditions where
very large amounts of money change hands.

Synectics is well established as a global
leader in the gaming sector. We have built
deep knowledge of the dynamics of a unique
industry and applied our core technologies
to create solutions tailored to its needs.

The industry itself has been buoyant in
recent years, and our specialist skills and
propositions have enabled us to gain share
within an expanding market. One key to
our success has been the expansion from
our original North American base into the

ynectics plc
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dynamic Asian market, where we are now
one of the main players. Macau, Singapore,
Malaysia, the Philippines and South Korea
have been especially important for us.

There is reason to believe that the
industry’s most recent “Golden Age” may
have run its course, as restraints imposed
by China impact the gaming business in

a number of countries. However, the US
market, although mature, is continuing

to witness significant investment as a
long-term consequence of the “rebound
effect” following the 2008/09 recession.
There is also plenty of potential for us to
grow elsewhere, notably in other parts of
APAC where Japan, Australia, Malaysia,
and Vietnam all present particularly strong
opportunities, as well as in South Africa.

Much of our growth in recent years

has come through repeat business, with
customers expanding or upgrading their
operations, and via our specialist integration
partners as they invite us to work with
them in new geographies. The customer
and partner loyalty we are experiencing is
both motivation and reward for maintaining

the exceptionally high standards we
set ourselves.

Casino operators around the world

value Synectics for our ability to deliver
ultra-reliable, scalable, end-to-end solutions
— comprising hardware, software, cameras
and networking — backed up by proven
experience, industry knowledge, and
technically expert staff who respond fast.
Our turnkey approach includes hardware,
software, cameras, and a network, and we
integrate these into one solution.

Built using our Synergy 3 software
platform, our solutions are designed to
meet the unique needs of the gaming
industry and tailored to meet the specific
requirements of each customer. They offer
casinos the flexibility to utilise existing
hardware, work with their preferred integrator
partners, capitalise on being able to control
and manage multiple applications from an
intuitive user interface, and ensure that our
customers can take advantage of ever-more
sophisticated reporting and data

analytics capabilities.




Meeting the industry’s demanding
regulatory requirements is a “must have".
However, Synectics’ solutions go far beyond
this. We give our customers access to
high-quality video with a speed and
flexibility which enables them to mitigate
against a plethora of risks and respond
immediately to any challenge. This makes
us the provider of choice for many of the
world'’s largest, most demanding, and
most tightly regulated gaming facilities.

e \We record and monitor over 100,000
video channels in over 100 casinos
across three continents.

We have over 15,000 cameras recording
on 15 gaming cruise ships.

At one site, a single Synectics system
records over 20,000 channels.

'/

The system is reliable but I'm
more happy with Synectics
who helped us a lot and
provided excellent after-sales
services and support to us.”

Customer comment

| case study

Supporting the
development of
America’s newest
five-star gaming resort

Much of Synectics’ success in the gaming industry is due to our ability
to offer absolute reliability, technical excellence, and a “can do”
service ethic — it has helped us build lasting relationships and secure
exciting new projects.

Encore Boston Harbor is the latest venture from existing customer
Wynn Resorts and is set to become America’s premier five-star urban
gaming resort. Due to open in mid-2019, the $2.5 billion luxury
development located just outside Boston, Massachusetts, spans over
33 acres and will feature a casino, a hotel, a harbour walk, a spa, retail
zones, corporate hospitality, and convention spaces.

»n
(=3
=
o
=
®
=
s
=
o
=
®
g

Having worked closely with Wynn Resorts to develop a 6,700-channel
system for its flagship Las Vegas site, we have now been selected,
along with our integrator partner SSI, to provide a comprehensive
security and surveillance command and control solution for this new,
high-profile property.

The Synergy 3 software platform will ensure the casino’s surveillance
team can easily and securely monitor, control, manage, and retain
footage from 3,800 fixed and PTZ Synectics IP cameras deployed
across the site. The solution features 4K monitoring and recording
capabilities and includes specially developed de-warping functionality.
This allows fisheye lens images to be viewed in a full 360-degree
panoramic format, guaranteeing extraordinary precision and detail
under any conditions.

The Synergy 3 solution, tailored to meet Boston Harbor’s exact needs,
will also integrate fully with other systems such as point of sale and
access control.

John Roessler, Chief Operating Officer for North America, said:

“For a five-star site in a highly regulated state, any system downtime
is unacceptable. Our customer needed a solution they could absolutely
trust to deliver high-quality image detail and dependability in terms

of both live view and data retention.

“They also needed a provider able to offer professional technical services,
including in-depth onsite training and ongoing support, to help tailor the
system as the resort grows and evolves. The high level of after-sales
support provided for previous sites operated by this customer was one
of the key reasons we secured this exciting new project.”

Synectics plc | 2 1
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The global demand for transport and the
associated infrastructure is being fuelled
by continuing urbanisation at one end of
the spectrum and increasing international
travel at the other. There will be more
vehicles and infrastructure to protect, and
investment in new capabilities is increasing.

Alongside this, the growing diversity

and unpredictability of threats faced, and a
desire to transform passenger experience
are driving increased demand for the
sophisticated security, surveillance,
command and control solutions in

which we excel.

e \\Ve protect the busiest airport in the
Southern Hemisphere.

We provide and support command and
control systems for the fourth busiest
metro system in Europe, covering 170
stations and serving 1 billion passengers
each year.

Our solutions support 27,000
vehicles worldwide.

they often can provide a
more effective solution than
expected with benefits that
were not apparent from our
initial request.”

Customer comment

18 { L%

| case study

Sophisticated
solutions at the cutting
edge of Europe’s
transport networks

Synectics’ depth of experience across public space, transport
infrastructure and on-vehicle projects is one of our unique propositions
for this market, frequently helping us secure major contracts and build
lasting relationships.

We are currently supplying networked video recording solutions for a
fleet of new metro trains serving one of Europe’s busiest and fastest
expanding urban transport networks.

The fleet is being introduced to replace and supplement existing vehicles
on a leading European metro system between 2018 and 2021. Each
train will feature the latest evolution of Synectics’ robust on-vehicle
recording system with our Synergy 3 software at its core.

Synergy 3 facilitates networked recording, storage and retention of
high-quality footage from IP cameras. As a flexible, open-architecture
platform, it features built-in diagnostics to quickly identify and alert
operators of any potential issues for improved surveillance within

the trains.

Synectics has supported this metro system operator for over a
decade, anticipating and adapting to its needs as it has evolved.
Working closely on this latest programme with our partner, Siemens,
who specified the solution on behalf of the customer, we have
developed a solution which matched an exacting brief perfectly

in terms of form, fit, and function.

Jurgen Fuchs, Director of Strategic Projects for Synectics Germany,
commented: “Rail is entering an era of insight, analysis and response
that will genuinely transform services for both customers and operators.

“The tailored solution we are supplying enables our customer to
manage onboard third-party systems and devices, and to analyse data
such as GPS, telematics, video, and signalling. This provides real-time
360-degree oversight of operations to deliver an improved passenger
experience with smoother, safer, less crowded journeys.

“The design uses an open architecture which will allow it to scale in
line with the customer’s objectives. New technology can be integrated
seamlessly whenever they wish.

“This solution is a vital part of the network infrastructure for one of the
busiest lines in Europe. | am especially proud that our system will be
able to flex in line with evolving operational needs.”
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In keeping with the culture throughout our
Company, SSS combines the scale, resources,
and experience required to handle large,
continuous programmes, with the dedicated
and tailored customer service more
commonly associated with a smaller firm.

The market in which SSS operates remains
buoyant, with many types of businesses
seeking to outsource facilities management
services and to integrate these with robust
security and surveillance capabilities.

We have an excellent track record of
delivering both the responsive support
these customers require and the substantial
savings they need to achieve by outsourcing
and are well placed to benefit from further
growth potential.

e We have the UK's largest dedicated high
security service team.

We have provided security and
surveillance to over 100 town and city
centres in the UK.

We protect and manage over 13,000
sites and £50 million Gfgc'Ustom'ér_ spend,
and handle 500,000 bperational
transactions each year.

'/ 4

The area-based service
engineer is excellent, very
helpful and knowledgeable
and-provides excellent
customer service.”

Customericomment

| Case study

Safeguarding the future
of an iconic site

The complementary nature of solution and service propositions across
Synectics plc — particularly for high security & public space markets
—is demonstrable by the calibre of projects we work on.

London’s Queen Elizabeth Olympic Park spans 560 acres. The site,
originally developed for the 2012 Olympics, is a major attraction,
welcoming thousands of visitors every day and hosting eight
permanent cultural, sporting and leisure venues.

The security and surveillance challenges associated with such an
iconic site are considerable, the more so as the use of its facilities
expands and diversifies.

Synectics plc companies have been playing a pivotal role. Working in close
partnership with the London Legacy Development Corporation (‘LLDC’)
and individual venue stakeholders, our teams are supporting an extensive
surveillance solution upgrade and expansion project for the Park.

QSG won a competitive public framework tender to design, supply,
test, and maintain surveillance and security systems across the entire
Park, upgrading the existing central management system using Synectics’
Synergy 3 command and control platform.

The new solution enables operators based at the Park’s headquarters to
view, control and manage footage from around 500 cameras in use across
the site and share relevant footage with a dedicated Crisis Management
facility. The project also delivers full integration with existing video
management systems deployed at each individual venue within the Park.

The Synectics and QSG solution meets extensive “situational intelligence”
requirements for the site, offering sophisticated analytics including
Automatic Number Plate Recognition, virtual perimeter detection,
crowd density analysis, and person of interest tracking. Dynamic
incident management workflows support intelligent automation

of responses to critical incidents.

Mark Pennington, QSG'’s Managing Director, said: “Upgrading live sites of
this scale and complexity with high public footfall, no downtime, and tight
timescales is a logistical challenge but one to which our project management,
planning, and technical integration capabilities are ideally suited.

"Synectics was the ideal provider for this project, with Synergy 3 and
support from the Company'’s technical team allowing QSG to tailor
system architecture and analytics capabilities to deliver exactly the
solution the customer needs and specified.”

The Company'’s involvement with the Park will continue for at least the
next five years. In addition to integrating the Synectics solution and
deploying a full back-up system for emergency operations, QSG will
test and upgrade network infrastructure, verify all existing security
system assets, and provide maintenance services. Dedicated
engineers will be based on site for the project duration.
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Performance review
Group financial results

Sector results were mixed but combined to
give steady performance in 2018 with good
cash generation.”

Simon Beswick
Finance Director

Keeping track of Group performance

Group results for the year

The Group's financial performance in 2018 was in line with the
prior year.

Total revenue for the year increased by 1.6% from £70.1 million
to £71.2 million, generating an underlying operating profit of
£3.0 million compared to £3.1 million in 2017. Total profit from
operations was £2.2 million (2017: £2.6 million*) after a non-
underlying charge for the restructuring of the Group's on-vehicle
security activities and write down of associated inventories.

Close control of the cost base, together with improvements in
the sales mix and operational efficiency, have contributed to the
Group's continued underlying profitable performance.

Revenues in the higher margin gaming surveillance sector enjoyed
another very strong year, ahead of expectations particularly in the
Asian market. As expected, the oil & gas sector remained subdued
due to the continuing low level of investment and demand for
surveillance systems from the UK bus market continued to decline.
Management responded to the reduced on-vehicle activities by
restructuring the sector's activities around a lower overhead cost
base incurring a current year non-underlying charge of £0.2 million.
In addition, a re-evaluation of stock values in that area led to a
significant one-off write down, of which £0.5 million was
recognised as non-underlying in the current year, and £1.3 million
has been recognised as a restatement to previous years' results.

The Group generated a substantial cash inflow in the period of
£3.4 million (2017: £0.4 million) and finished the year with cash
of £8.1 million compared with net cash at 30 November 2017
of £3.8 million. The net movement of £4.3 million comprised
an increase in cash and cash equivalents of £3.4 million and

a £0.9 million reduction in term debt.

Other key performance indicators are discussed in more detail
on the following pages.

Synectics plc
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Income Statement

Overall Group revenue for the year to 30 November 2018 amounted
to £71.2 million compared with £70.1 million in the previous year,
an increase of £1.1 million (1.6%).

Revenue split between our two business segments was as follows:

2018 2017 Inc/(dec)
Revenue £000 £000 £000 Inc/(dec)
Systems 48,923 46,062 2,861 6.2%
Integration &
Managed Services 24,249 25,139 (890) (3.5)%
Intra-Group sales (1,923) (1,099) (824)
Total revenue 71,249 70,102 1147 1.6%

Revenues in the Systems division increased by £2.9 million (6.2 %)
to £48.9 million. Revenues from the gaming sector in Asia and the
United States were very strong and increased significantly year on
year. In addition revenues from UK infrastructure sites increased
from those of the previous year as good progress was made in this
sector. The market continued to remain difficult in the oil & gas
sector and therefore these revenues were below expectations,
and activity in the UK on-bus sector continued to be impacted

by declines in new registrations.

Revenues in the IMS division decreased by £0.9 million (3.5%)
to £24.2 million.

Recurring revenue decreased year on year to £14.1 million
(2017: £15.7 million), representing approximately 20% of sales
(2017: 22%) due predominantly to a reduction in UK on-vehicle
support contracts combined with an overall increase across the
Group of install revenues.

The proportion of sales arising outside the UK (measured by the
geographical location of the contract) increased slightly during the
year to 45%, compared with 40% in the previous year.



Revenue Recurring revenue
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KPI definition KPI definition

Contracted sales where a service is
delivered over a future time period
and revenues are recognised in the
relevant future accounting period.

Income earned from the delivery
of goods and services.

Why we measure Why we measure

Revenue is a key indicator of the
performance, growth and market
share of the business.

Recurring revenue provides an

indication of quality of earnings
as contracted income reduces

dependence on winning

new business.

Underlying
gross margin

Recurring revenue
as % of total revenue

-2.5% -0.6%
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KPI definition KPI definition
Recurring revenue as % Ratio of underlying gross profit
of total revenue. to revenue.

Why we measure Why we measure

Recurring revenue as % of total
revenue helps us understand how
much of the Group's total revenue
is made up of contracted income.
Higher recurring revenue relative
to total revenue reduces the risk
and uncertainty of achieving

a forecast result.

To assess trends in the underlying
gross margin as an important
measure of profit available to
cover the overheads necessary
to generate that profit.

Sales by geographical 2018 2017 Inc/(dec)
location of contract £000 £000 £000
UK 39,301 55% 42,070 60% (2,769)
Rest of Europe 4,323 6% 4,864 7% (541)
UK and Europe - total 43,624 61% 46,934 67% (3,310)
North America 10,923 15% 5,206 8% 5,717
Middle East 2,221 3% 3,046 4% (825)
Asia-Pacific 13,911 20% 14,193 20% (282)
Africa 570 1% 723 1% (153)

Total revenue 71,249 100% 70,102 100% 1,147

Consolidated gross margins for 2018 decreased by 0.5% overall.
Whilst tight cost control and improved operational efficiencies saw
an increase in margin of 0.5% in the IMS division, the Systems
division saw a decrease of 2% predominantly in relation to the
results in the UK on-vehicle sector, which were below expectations.

The full segmental analysis is as follows:

Underlying gross margin 2018 2017 Inc/(dec)
Systems 37.6% 39.8% (2.2)%
Integration & Managed Services 22.8% 22.3% 0.5%
Total Group 33.6% 34.2% (0.6)%
Gross margin* 2018 2017 Inc/(dec)
Systems 36.6% 38.6% (2.0)%
Integration & Managed Services 22.8% 22.3% 0.5%
Total Group 32.9% 33.4% (0.5)%

Underlying operating expenses in the year increased marginally
by 0.8% to £21.0 million.

2018 2017 Inc
Operating expenses £000 £000 £000 Inc

Underlying operating
expenses 20,972 20,800 172 0.8%

Non-underlying items:

UK mobile systems

restructuring costs 191 - 191

Amortisation of

acquired intangibles 23 23 -
214 23 191

Total operating
expenses 21,186 20,823 363 1.7%

Non-underlying operating expenses amounted to £214,000
(2017: £23,000) and comprised the severance costs incurred from
the review of the cost base of the UK mobile systems business and
a charge for the amortisation of intangible assets acquired in
previous years.

Net finance costs in 2018 reduced by £31,000 to £99,000 as the
cost and utilisation of borrowing facilities reduced between years.

Finance 2018 2017 Inc/(dec)

income/(costs) £000 £000 £000 Fav/(adv)
Finance income 167 183 (16) (8.7)%
Finance costs (266) (313) 47 15.0%
Net finance costs (99) (130) 31 23.8%

Consolidated underlying profit before tax was £2.9 million in 2018
compared with £3.0 million in the year to 30 November 2017. Profit
before tax also decreased to £2.1 million (2017: £2.5 million*) as
increased non-underlying costs were incurred during the year.
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Performance review

Group financial results continued

Gross margin*

-0.5%

32.7%
33.4%
32.9%

16 17 18

KPI definition

Ratio of gross profit to revenue.

Why we measure

Gross margin is an important
measure of profit available to cover
the overheads necessary to
generate that profit.

Underlying
operating profit
-6.2%

£2.8m
£3.1Tm
£3.0m

16 17 18

KPI definition

Operating profit before
non-underlying items’.

Why we measure

Underlying operating profit is a
key indicator of trends in baseline
performance excluding the impact
of items which by their nature do
not reflect core results.

Underlying
operating margin
-0.4%
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KPI definition

Ratio of underlying operating
profit to revenue.

Why we measure

To assess trends in the underlying
returns generated by the business
to better manage current and
future performance.

Profit before tax*

-12.9%
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£2.1m

16 17 18

KPI definition

Profit before tax.

Why we measure

Profit before tax helps us
understand our absolute
performance including those
costs considered non-underlying.

Income Statement continued

Despite an increase in revenue, underlying profits from the Systems
division fell by 10.6% to £3.8 million as a result of lower than expected
performances in both the Oil & Gas and UK mobile systems businesses.
In addition, these results were also adversely impacted by around
£0.2 million from the impact of the movement in sterling across the
year on the earnings of our foreign subsidiaries. In IMS, despite a
reduction in revenue, operating margin remained consistent with
the previous year at 4%. Central costs reduced by £0.3 million to
£1.8 million.

Underlying 2018 2017 Inc/(dec)

operating profit £000 £000 £000 Fav/(adv)
Systems 3,790 4,238 (448) (10.6)%
Integration &

Managed Services 967 994 (27) (2.7)%
Central costs (1,802) (2,083) 281 13.5%
Underlying

operating profit 2,955 3,149 (194) (6.2)%
Net finance costs (99) (130) 31 23.8%
Underlying profit

before tax 2,856 3,019 (163) (5.4)%

Synectics plc
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A reconciliation of operating profit by division to profit before tax
is as follows:

2018 2017* Inc/(dec)

Operating profit £000 £000 £000 Fav/(adv)
Systems 3,089 3,689 (600) (16.3)%
Integration &

Managed Services 967 994 (27) (2.7)%
Central costs (1,825) (2,106) 281 13.3%
Operating profit 2,231 2,577 (346) (13.4)%
Net finance costs (99) (130) 31 23.8%
Profit before tax 2,132 2,447 (315) (12.9)%

Research & development costs are charged to the division
benefiting from the service provided by the Synectics Technology
Centre, principally the Systems division. In 2018 £3.1 million was
spent on research & development with £2.6 million charged to the
Income Statement after capitalisation of £0.5 million of development
costs. This compares with total expenditure of £2.6 million in 2017,
of which £0.5 million was capitalised.

The Group underlying operating margin was 4.1% compared with
4.5% in 2017.

Underlying operating margins 2018 2017 Dec
Systems 7.7% 9.2% (1.5)%
Integration & Managed Services 4.0% 4.0% -
Total Group 4.1% 4.5% (0.4)%




Underlying profit Diluted eamings per share*

before tax
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KPI definition KPI definition

Ratio of profit after tax to weighted
number of ordinary shares in issue
and dilutive potential ordinary shares
arising from share options.

Profit before tax and
non-underlying items'.

Why we measure Why we measure

To enable us to track, assess and
compare the return for investors
and to provide them with a measure
of return to compare with other
investment opportunities.

Profit before tax and
non-underlying items helps

us understand our performance
excluding those items considered
non-underlying to assess the
baseline nature of profit or loss.

Underlying return on
capital employed*

Underlying diluted
earnings per share

-171% -0.1%
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KPI definition KPI definition

Ratio of underlying operating profit
as % of average operating capital
employed (being net assets excluding
the pension asset, cash, tax and
loan balances).

Ratio of underlying profit

after tax to weighted number

of ordinary shares in issue and
dilutive potential ordinary shares
arising from share options.

Why we measure Why we measure

To enable us to track, assess and
compare the return for investors
and to provide them with a measure
of return to compare with other
investment opportunities, using a
measure that is more representative
of our baseline performance.

To enable us to track, assess and
compare the return for investors
and to provide them with a measure
of return to compare with other
investment opportunities, using a
measure that is more representative
of our baseline performance.

The Group operating margin was 3.1% (2017: 3.7 %) split by division
as follows:

Operating margins 2018 2017* Dec
Systems 6.3% 8.0% (1.7)%
Integration & Managed Services 4.0% 4.0% -
Total Group 3.1% 3.7% (0.6)%

The tax charge for 2018 was £0.6 million compared with £0.3 million*
in 2017. The underlying tax rate (being the percentage ratio of the
tax charge for the period to underlying profit before tax, after
adding back the tax effect of non-underlying items) was 26%.

The favourable impact of lower tax rates applicable to the Group's
subsidiaries in Singapore and Macau was offset by the recalculation
of deferred tax balances due to the significant US tax reform and tax
losses elsewhere, the benefit of which has not yet been recognised.

At 30 November 2018 the Group recognised a deferred tax asset
of £0.5 million (2017: £0.3 million) in relation to tax losses which
are expected to be offset against future taxable profits. Further tax
losses of £5.0 million (30 November 2017: £4.8 million) exist and
may be capable of offset against the future taxable profits of certain
Group companies, but have not yet been recognised in the financial
statements due to uncertainty of recoverability at this point.

Diluted earnings per share for 2018 were 9.1p compared with
12.4p* in the year ended 30 November 2017. The Directors believe
that a better measure of performance is the underlying diluted
earnings per share, which are calculated on the underlying profit
before tax as defined above. Underlying diluted earnings per share
were 12.6p compared with 15.2p in 2017.

2018 2017* Dec
Earnings per share P p p Dec
Diluted earnings
per share 9.1 12.4 (3.3) (26.6)%
Underlying diluted
earnings per share 12.6 15.2 (2.6) (17.1)%

Return on capital employed (based on total profit from operations) for
2018 was 6.5% compared with 7.1%* in the year ended 30 November
2017. However, the Directors believe that a better measure of
performance is the return based on underlying operating profit.
Return on capital employed (based on underlying operating profit)
was 8.6% compared with 8.7% in 2017.

Return on capital employed 2018 2017* Dec
Based on total profit from operations 6.5% 71% (0.6)%
Based on underlying operating profit 8.6% 8.7% (0.1)%
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Performance review

Group financial results continued

Working capital*

+4.0%

16.9%
16.2%

12.2%

16 17

-
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KPI definition

Working capital as % of revenue,
where working capital is the sum of
inventories, trade and other receivables,
and trade and other payables.

Why we measure

To understand the extent to which
resources have been tied up in the
generation of sales to assess the
risk of having insufficient liquid
resources to meet day-to-day cash
requirements as they fall due.

Net cash

+112.4%

£3.8m

£2.2m
£8.1m

16 17 18

KPI definition
Cash balances net of loans.

Why we measure

Net cash provides an indicator
of the strength of the balance
sheet measured through the liquid
resources available to the business
to meet future cash requirements.

Free cash flow

+51.7%

£2.2m
£5.5m

£3.6m

16 17 18

KPI definition

Cash flow from operations less capital
expenditure, but before any payments
in respect of non-underlying items.

Why we measure

To understand the extent to

which the business has generated
cash from its trading activities, after
replacing the capital assets integral
in generating that cash flow, in order
to decide whether to invest further

Cash conversion

+71%
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KPI definition

Ratio of free cash flow to
underlying operating profit.

Why we measure

Cash conversion indicates how
successful the business has been
in generating cash (after replacing
the capital assets used in generating
that cash) from the baseline profit
earned in the period.

in the business or return cash
to shareholders.

Statement of Financial Position

The net assets of the Group amounted to £40.7 million at 30 November
2018 (2017: £39.6 million*) and can be summarised as follows:

2018 2017*

£000 £000
Property, plant and equipment 2,728 2,796
Intangibles 21,488 21,749
Retirement benefit asset 182 289
Non-current assets (excluding deferred tax assets) 24,398 24,834
Cash balances 8,114 4,721
Loans and borrowings - (900)
Net cash 8,114 3,821
Other net current assets 8,703 11,383
Net tax liabilities (including deferred tax assets) (367) (216)
Provisions (128) (251)
Net assets 40,720 39,671

Non-current assets (excluding deferred tax assets) at
30 November 2018 were £24.4 million compared with £24.8 million
at 30 November 2017.

Exchange rate movements in the year increased the retranslated
value of goodwill on overseas acquisitions by £0.1 million.

Total capital expenditure remained consistent year on year at £1.0 million.
During 2018 £0.5 million was capitalised in respect of technology
development projects. The Group continues to invest significant
amounts in the development and enhancement of its product
portfolio. However, accounting rules for capitalisation of development
spend contain specific criteria around what can be capitalised for
ongoing work on products which have been launched in the market.
£0.4 million and £0.1 million was spent on property, plant and
equipment, and software respectively.
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Capital expenditure of £1.0 million (2017: £1.0 million) compares
with depreciation and amortisation charges of £1.4 million in the
year (2017: £1.7 million).

The surplus on the Group's closed defined benefit pension scheme
was £0.2 million at 30 November 2018 compared to £0.3 million at
30 November 2017. This reduction is due largely to a loss on the plan
assets. Substantially all of this movement has been posted to reserves
through the Consolidated Statement of Comprehensive Income.

Working capital levels fell compared with the prior year to

£8.7 million at 30 November 2018 and also decreased as a
percentage of annual revenues from 16.2%* in 2017 to 12.2% at
30 November 2018, within the normal range we expect to see.

Net tax liabilities at 30 November 2018 amounted to £0.4 million
(2017: £0.2 million*) and comprised a current tax asset of £87,000
(2017: £16,000), a current tax liability of £0.5 million (2017: £0.3 million),
deferred tax assets of £0.7 million (2017: £0.2 million) and deferred
tax liabilities of £0.6 million (2017: £0.2 million).

Provisions at 30 November 2018 amounted to £0.1 million
(2017: £0.3 million). This is held to cover future property costs,
largely for a building vacated during 2016.

Cash

The Group ended the year with net cash of £8.1 million at
30 November 2018 (2017: £3.8 million). The term loan to purchase
the property in Scunthorpe in 2013 was fully repaid during the year.

The net cash inflow of £3.4 million in the year is summarised

in the table opposite. Major non-operating cash flow items include
taxation payments of £0.5 million, capital expenditure of £1.0 million,
as described above, scheduled loan repayments of £0.9 million
and dividends of £0.7 million. In addition, cash balances increased by
£0.2 million as a result of exchange rate movements during the year.



2018 2017*

£000 £000
Underlying operating profit 2,955 3,149
Depreciation and amortisation charges and
profit/loss on disposal of non-current assets 1,368 1,633
Share-based payment charge 66 111
Other non-cash movements 192 72
Decrease/(increase) in working capital 1,914 (429)
Unrealised currency translation (gains)/losses (16) 70
Cash from operations before
non-underlying payments 6,479 4,606
Restructuring costs (191) (275)
Cash generated by operations 6,288 4,331
Interest paid (net) (107) (149)
Taxation paid (459) (653)
Capital expenditure (955) (964)
Loan repayments (900) (1,259)
Share scheme interests realised in the year 33 5
Dividends paid (699) (498)
Effect of exchange rate changes on cash 192 (414)
Net cash flow 3,393 399

Use of non-GAAP financial performance measures

Certain disclosures and analyses set out in this Annual Report and
Accounts include measures which are not defined by generally
accepted accounting principles ('GAAP’) such as International
Financial Reporting Standards ('IFRS’). We believe this information,
along with comparable GAAP measurements, is useful to investors.
Management uses these financial measures, along with the most
directly comparable GAAP financial measures, in evaluating our
operating performance. Non-GAAP measures should not be
considered in isolation from, or as a substitute for, financial
information presented in compliance with GAAP. The primary
non-GAAP financial measure we use is underlying profit.

In the following table we provide a reconciliation of this and other
non-GAAP measures, as defined in the Performance Review on
pages 32 to 35, to relevant GAAP measures:

2018 2017*
£000 £000
Underlying gross profit
Reported gross profit 23,417 23,400
UK mobile systems restructuring costs
and stock write down 510 549
Underlying gross profit 23,927 23,949
Underlying operating profit
Reported operating profit 2,231 2,577
UK mobile systems restructuring costs
and stock write down 701 549
Amortisation of acquired intangible assets 23 23
Underlying operating profit 2,955 3,149
Underlying profit before tax
Reported profit before tax 2,132 2,447
UK mobile systems restructuring costs
and stock write down 701 549
Amortisation of acquired intangible assets 23 23
Underlying profit before tax 2,856 3,019

A reconciliation of reported profits to non-underlying profits for
Systems is as follows:

Gross profit Operating profit

2018 2017 2018 2017
Systems £000 £000 £000 £000
Underlying profit
Reported profit 17,894 17,802 3,089 3,689
UK mobile systems
restructuring costs 510 549 701 549
Underlying profit 18,404 18,351 3,790 4,238

There are no differences between reported profits and non-underlying
profits for IMS; therefore, no reconciliation is required.

The Group monitors underlying diluted EPS. In calculating earnings
for underlying diluted EPS, net profit is adjusted to eliminate the
post-tax impact of non-underlying items. Note 13 includes a
reconciliation of earnings used for underlying EPS.

Underlying return on capital employed is based on underlying
operating profit (see reconciliation of underlying operating profit
in the previous table).
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The Group measures free cash flow in considering the underlying
cash generated from its operations. A reconciliation of reported
cash generated from operations to free cash flow is as follows:

2018 2017
£000 £000
Free cash flow
Reported cash generated from operations 6,288 4,331
Capital expenditure (955) (964)
Payments in respect of restructuring costs 191 275
Free cash flow 5,624 3,642

Net cash is considered to be a non-GAAP measure as it is not
defined in IFRS. The most directly comparable IFRS measure is
the aggregate of loans and other borrowings (current and non-current)
and cash and cash equivalents. This is the calculation used by the
Group to measure net cash.

Simon Beswick
Finance Director

26 February 2019

1. Non-underlying items comprise UK mobile systems restructuring costs
and stock write down, and amortisation of acquired intangibles.

* Restated. See note 5.
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Performance review
Our divisions

Systems
%_ﬁ. Oil & Gas

Gaming

Transport &
Infrastructure

High Security
& Public Space

Synectics’ Systems division provides
specialist electronic surveillance systems,
based on its own proprietary technology, to
global end customers with large-scale highly
complex security requirements, particularly
for gaming, oil & gas operations, transport &
infrastructure, and high security & public
space applications.

£48.9 million (2017: £46.1 million)
37.6% (2017: 39.8%)

36.6% (2017: 38.6%*)

£3.8 million (2017: £4.2 million)
£3.1 million (2017: £3.7 million*)
7.7% (2017: 9.2%)

6.3% (2017: 8.0%%)

Revenue

Underlying gross margin
Gross margin

Underlying operating profit’
Operating profit

Underlying operating margin’
Operating margin

1. After research & development expenditure, but before non-underlying
items and Group central costs.

* Restated. See note 5.

Synectics’ business is to provide integrated electronic surveillance
systems and services to specialist high-end markets. Our systems
are based on core proprietary technology, in particular systems
integration and command and control software. This technology is
adapted for the specific needs of our target customer sectors, and
provides fundamental differentiation from mainstream suppliers in
the wider electronic security market.

Gaming

Synectics’ Gaming activities generated record revenue in 2018.
The market for gaming surveillance generally continued its recent
strength but, for the first time in several years, new orders for Synectics
from the North American market outstripped those from Asia. Although
for security reasons the majority do not wish to be specifically named,
the Group is now proud to have as customers across those two regions
most of the major casino operators that dominate the industry.
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During the year, Synectics delivered substantial new systems and
upgrades in Macau, Singapore, the Philippines, Korea, Canada,
Las Vegas and other casino locations in the United States, as well
as sales to several major cruise lines for ship-board gaming. Much
of this was repeat business for established customers, in either
existing or new locations.

Gaming premises operate in sensitive regulatory environments,
where quality and performance standards for surveillance technology
are extremely demanding, and where failure can be not only costly,
but potentially threatening to a customer’s business itself. They are
also environments where surveillance technology can be adapted and
developed to bring meaningful business benefits as well as satisfying
security requirements. These characteristics continue to play to
Synectics' strengths in reliability, technical innovation and
dedicated customer support.

The global market for casino-based gaming continues to grow,
especially for integrated resorts that combine casinos with other
attractions, such as theme parks. Barriers to entry for general
security industry competitors are quite considerable, so this
remains an attractive market for Synectics.

Oil & Gas

Although the global oil & gas prices have now recovered to a level
that supports exploration and infrastructure investment, the price
shock of 2014-2016 is still having an impact on current capital
expenditure in the industry. This particularly applies to large-scale
new development projects that take years to bring to fruition.
Delays to specific projects that Synectics was expecting to receive
orders for in 2017/18 meant that revenue and profit contribution
from our Qil & Gas activities were below the Board's expectations,
despite increased bid activity and optimism in the market. At this
stage in the recovery, we are seeing more smaller orders and fewer
of the larger orders that usually underpin our business in this area.

Synectics made sales in this sector during 2017/18 for installation
in almost all of the oil & gas producing regions globally. Systems
were delivered for new projects in Qatar, Mozambique, Azerbaijan
and the Gulf of Mexico, as well as for new marine vessels being
built in Asia. Upgrades and service contracts were won for many
existing installations in the Middle East, Asia and elsewhere.



Transport & Infrastructure

Sophisticated surveillance systems in Transport & Infrastructure
are well suited to early adoption of new technology approaches to
address the clear needs of those responsible not only for public
safety and high security sites, but also for the efficient operation
of ever-busier transport systems. The market is growing and is an
area of increasing focus for the Group.

Synectics' presence in protecting the UK's national and public
infrastructure was further strengthened during the year. We won
important new installation and upgrade sales for Synergy systems
from customers such as London Olympic Park, a major London
sports stadium, high security prisons, several “safe city” systems
across the UK, a nationwide utility network, Leeds hospital, a high
security government agency and our initial Synergy installation at
Heathrow Airport.

Internationally, Synectics secured a substantial three-year renewal
of its long-standing contract with BVG in Berlin (operator of one of
Europe's largest urban rapid-transit systems), an initial Synergy
software order from Deutsche Bahn, on-train systems for the
Munich public transport operator, and a major upgrade of the
Synergy system at Jurong Shipyard in Singapore.

Our UK mobile systems business had a tough year, with its main
end market experiencing a further significant decline in new bus
registrations, combined with a large bus operator customer choosing
not to renew its fleet service contract on terms acceptable to
Synectics, and a second customer taking its service work in house.
As a result, revenue from the sector in the financial year ended

30 November 2018 was 16% lower than in the prior year. Management
responded to these events by restructuring the sector’s activities
around a lower overhead cost base. In addition, a re-evaluation of
stock values in that area led to a significant one-off write down.

The combined impact of these costs resulted in a non-underlying
£2 million charge, of which £0.7 million has been recorded in 2017/18,
with the remaining £1.3 million required to be brought to account via a
restatement of non-underlying costs in prior years. £1.8 million of the
total £2.0 million non-underlying mobile systems charge is non-cash.

On the positive side, the introduction of a Cloud-based video
evidence management solution created strong interest among
Synectics’ on-vehicle customers and agreement to undertake
several additional proof of concept trials, which are now underway.
These followed on from the initial successful trial for a launch
customer early in 2018 that resulted in a service that is now deployed.

Following the restructuring, the Board expects that Synectics’
mobile systems segment will produce a satisfactory financial
return in the 2018/19 year.

Research & development

Continued investment in our proprietary technology base within
the Systems division remains an important priority for the Group.
During the 2018 financial year, Synectics spent a total of £3.1 million
on technology development (2017: £2.6 million). Of this total,

£0.5 million was capitalised, and the remainder expensed to the
Income Statement. £0.7 million of previously capitalised
development costs were amortised in the year.

This planned increase in expenditure in 2018 enabled important
work on improving our development methodology, extending the
Synergy software platform and further enhancing its cyber

security resilience. This was on top of incremental advances in
adding features, incorporating 4K and H.265 video standards, and
continual additions to our library of deep integrations with the
growing panoply of third-party systems.

During 2019, Synectics intends to further re-orientate its development
team to incorporate a more formal product management structure
that will help to connect our product development even more closely
to market needs, and to dedicate more of its resources to future
product development.

Revenue Underlying gross margin
+6.2% -2.2%
16 17 18 16 17 18 3
g
3
Gross margin* Underlying operating 5
profit’ 2
-2.0% -10.6% g
g
2 5 BB 5 5 £
5 8 B 2 3 B
&
16 17 18 16 17 18

Operating profit* Underlying operating

margin’
-16.3% -1.5%
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Operating margin*

1.7%
X
o = 2
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16 17 18

1. After research & development expenditure, but before non-underlying
items and Group central costs.

* Restated. See note 5.
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Performance review
Our divisions continued

Integration
& Managed
Services

Transport &
Infrastructure

High Security
& Public Space

Synectics’ Integration & Managed Services
('IMS’) division is one of the leading UK
providers of design, integration, turnkey supply,
monitoring and management of large-scale
electronic security systems. Its main markets
are in critical infrastructure, public space and
multi-site systems. Its capabilities include a
nationwide network of service engineers, UK
government security-cleared personnel and
facilities, and an in-house 24-hour monitoring
centre and helpdesk. The IMS division
supplies proprietary products and technology
from Synectics’ Systems division as well as
from third parties.

£24.2 million (2017: £25.1 million)
22.8% (2017: 22.3%)

£1.0 million (2017: £1.0 million)
£1.0 million (2017: £1.0 million)
4.0% (2017: 4.0%)

4.0% (2017: 4.0%)

Revenue

Gross margin

Underlying operating profit!
Operating profit

Underlying operating margin’
Operating margin

1. Before non-underlying items and Group central costs.
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Integrated Systems

The IMS division as a whole produced a relatively flat financial
performance for 2017/18, though this masks some substantial
improvements in the quality of the underlying business.

In particular, the Integrated Systems business area continued to
win further high-profile strategic customers, a number of them
including sales of Synectics’ Synergy software. Among notable
new business wins in 2018 were a portfolio of six custodial sites
for Serco, a leading provider of public sector services, London’s
Olympic Park, a major London sports stadium, a pan-European
network of data centres, and substantial additional works for
Westminster Abbey, Goldsmiths University and Huntingdonshire
Council. Our position as one of the leading accredited high security
providers in the UK means that we continue to win significant
ongoing work for government agencies, including for one highly
visible and prestigious site in London.

Significant strides have been made in recent years to sharpen the
strategic focus of this business onto more complex and sensitive
high security applications and to improve the quality of management,
customer service and business processes. The success of these
efforts is borne out in the growing pipeline of expected new
business in the area of our strategic objective, increasing margins
from a more effective service organisation and feedback from
customers and employees.

The UK market for sophisticated, high quality security systems
integration and support is growing. Technology is advancing at an
increasing pace and Synectics’ activities in this area are increasingly
directed towards customers who need and value expertise and are
prepared to invest in a longer-term relationship rather than rely on
one-off lowest-price tenders. Having access to the resources of

a Parent Company at the forefront of surveillance technology
development is a clear competitive advantage in succeeding

with such customers.



Managed Services Revenue

The focus of the division’s Managed Services activities continues
to be on delivering security and facilities management (‘FM’)
services for clients with large and complex multi-site estates.
During 2017/18, extensions were won on contracts for three
existing clients, including Wolseley and a major high street chain.
Importantly, Managed Services was also able to win two new clients,
The Fragrance Shop and Aurum, using its new HALO management
software and covering both security and FM services.

-3.5%

£23.3m
£25.Tm
£24.2m

N
]
~
-
[ee]

This business area is well managed, and its pipeline of qualified
new sales opportunities has grown. We expect a satisfactory

performance in the coming year.
Underlying operating
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l Project highlight: meir:lging operating
High-profile London landmark _%g

QSG was awarded a contract to significantly enhance

security provisions at a prestigious high-profile site in central § o\o°

London with a major control room upgrade. < <
. . . X

QSG's extensive experience and track record were crucial c°\1

to this award, with its proven ability to migrate complex A

integrated systems within live control room environments 16 17 18

without impacting existing security operations.
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1. Before non-underlying items and Group central costs.
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Governance
Board of Directors

The Board of Directors

David Coghlan
Chairman

has degrees in Law and in Finance from the University of New
South Wales in Sydney and an MBA from Wharton in Philadelphia.
He was formerly a partner at strategy consultants Bain & Company.
In addition to a background in developing and implementing board-level
strategies for major multinational companies, David brings current wide
experience as a director and founder of, and investor in, medium-sized
technology growth companies in the business-to-business software
and electronics sectors. He is currently a non-executive director and
audit committee chairman of AIM-quoted SCISYS plc, non-executive
director and chairman of the remuneration committee of AIM-quoted
Eckoh plc, and chairman of aviation simulation and training company
Quadrant Group Limited.

Paul Webb
Chief Executive

joined the Group in 2004, and drove the rapid growth of the Group's
Systems activities. With a 30-year career in the electronic
surveillance industry, he has held roles spanning engineering,
business development and general management. Before joining
the Group, Paul was MD of a surveillance business that was
acquired by Siemens, and has previously lived and worked in Asia.
He has a degree in Physics from Imperial College, London.

The Board of Synectics comprises, in addition to the Chairman, three Independent Non-Executive
Directors and two Executive Directors. Membership of each of the Audit Committee and
Remuneration Committee is made up solely of the Independent Non-Executive Directors.

Synectics plc
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Simon Beswick
Finance Director

joined Synectics in 2018 as Finance Director. For eight years
Simon was European finance director of Rohm & Haas Electronic
Materials; subsequently he joined Halma plc, where he was finance
director and then managing director of its subsidiary Tritech
International Ltd. Simon read Engineering at Cambridge University,
is a fellow of the Chartered Association of Certified Accountants,
and has an MBA from Said Business School, Oxford University.

Peter Rae

Independent
Non-Executive Director

is an Independent Non-Executive Director. He graduated from
Cambridge University and has worked as director and shareholder
in the early development stages of several private companies in
the technology, engineering, printing and distribution sectors. He
has also served on the main board of several quoted companies
as director and as chairman.

Michael Butler

Senior Independent
Non-Executive Director

has held various senior roles in general management, sales and
marketing in telecommunications businesses, including president
and chief operating officer and an executive board director of
Inmarsat plc. He was previously managing director of MCI
Worldcom UK. He is currently a director of several other companies,
including non-executive chairman of Broadband Satellite Services
Limited and non-executive director of AddValue Technologies, a
Singapore-listed provider of broadband solutions for the mobile
satellite communications industry.

Steve Coggins

Independent
Non-Executive Director

has held various senior roles in both sales and marketing and
general management in the information technology arena including
senior vice president at both Amdahl (now part of Fujitsu) and
Silicon Graphics. Earlier he spent time at IBM and also in engineering
computing in the aircraft industry. He currently chairs one of Fujitsu's
pension schemes.
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Governance
Chairman’s introduction to governance

Synectics has been following the principles
of the QCA Code for some time.”

David Coghlan
Chairman

During 2018 the Board made the decision

to adopt the Quoted Companies Alliance
Corporate Governance Code (the ‘Code’)

as the most appropriate guide against which
to manage and report our approach in this
important area. The QCA itself describe its
guide as a tool that is “pragmatic, practical...
[and] proportionate”. In that spirit, Synectics
intends to comply fully with the principles

of the Code.
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Synectics has regularly provided in its Annual Report to shareholders
a governance statement following, to the extent appropriate for a
company of this size, the provisions of the FRC's UK Corporate
Governance Code. In addition, | have provided over the past six
years a lengthy personal introduction giving an annual progress
report on the Board’s evolving collective view on Synectics’
governance in general, as well as a detailed explanation each year
of the rationale behind our approach to one or two of a now quite
extensive list of relevant issues, including:

e values and leadership;
e the composition, independence and effectiveness of the Board;
e the Group's share-based long-term remuneration plans;

o diversity;

risk management;

corporate culture;

e employee training and development;

e the Board's role in setting Synectics’ strategic direction;
e alignment of purpose, values and culture; and

e engagement with stakeholders.

In the context of the significant shift this year to the new Code,

| have gone back and re-read what | said then on these topics.
Reassuringly, both the range of issues covered and our approach
to them sit fairly well with the QCA's principles today. Those
historical comments from our 2012-2017 Annual Reports, available
on our Company website, still represent an accurate reflection of
core aspects of Synectics' governance, and | commend them to
anyone wanting a full picture of how our Board aims to fulfil its
governance obligations on behalf of shareholders.



This year's introduction will be slightly different. The new Code
requires that the chair prepares a corporate governance statement
that appears in the Annual Report and on the Company’s website
and which does four things (slightly summarised):

e articulates the chair’s role in and responsibility
for corporate governance;

e explains how the Company applies the Code;

e explains in detail any areas in which the Company's governance
differs from the expectations of the Code; and

o identifies any significant governance events or changes
in the past year.

The formal response to these requirements is set out in the
Governance Statement in the following section of this report, and
has been posted on the Company's website. Given that Synectics
has been in most applicable respects following the provisions of
the UK Corporate Governance Code, this year’'s Governance
Statement is different more in format than in substance.

As previously, though, | want to provide a fuller and more personal
narrative review of the current governance matters at the Company
that may be of most relevance and interest to shareholders.

The first observation is that | believe Synectics is and has been for
some time in compliance with all of the ten principles of the new
Code. However, there is still room for significant improvement in
the structures, processes and communication of the way the
Board operates, and for a deeper account of some aspects of our
governance practice. The initial area which requires more thorough
explanation is the composition and independence of the Board.

Synectics’ Board currently comprises a Chairman, two Executive
Directors and three Independent Non-Executive Directors. The
Chief Executive has been in post for four years and the Finance
Director just three months. Among the Non-Executive Directors,
Peter Rae and Steve Coggins have been Directors for 21 and 14 years
respectively, and Michael Butler joined us just three years ago.

The new Code makes it explicit that independence is a matter for
judgement by the Board, and that the fact a director has served for
more than nine years does not automatically affect independence.
The logic of this approach is that, in complex smaller companies,
lengthy experience and deep knowledge of the company’s business
and markets are potentially very valuable assets, and that shareholders’
interests may not necessarily be served by mechanistic application
of the full-time whistle. | believe this is the case with Synectics.

Anyone sitting in on our Board meetings would be left in no doubt

that the robust and challenging inputs from all of the Non-Executive
Directors demonstrate a high degree of independence and diversity
of views, aiding in better-quality decisions. That is not, however,

a complete answer.

Michael Butler became a Non-Executive Director in 2016, following
a distinguished executive career, most recently as president and
chief operating officer, and a main board director, of Inmarsat plc.
Michael had no prior connection with Synectics or any of its
Directors or management. He is Chairman of Synectics’ Remuneration
Committee and, more recently, was appointed as Senior Independent
Director. Given the length of my own tenure as Chairman, Michael's
position as Senior Independent Director provides a clear alternative
route of communication for any shareholder who may have concerns
over the perceived independence of any Non-Executive Director.

Further, the Board is in the process of searching for an appropriate
additional Non-Executive Director who we hope will broaden and
refresh our experience base as Synectics grows and its markets
evolve. We expect to make an appointment during the current
financial year.

The only other area in which | am aware that Synectics takes an
approach that may differ from best practice for larger companies
is the establishment of a standing Nominations Committee. In
common with many AIM companies, Synectics uses the Board
as a whole to discuss and manage the regular functions of such

a committee. This process involves regular consideration by the
Board of the two key elements of succession planning: Board-level
succession in normal or emergency circumstances, and the
Group's processes for identification and fostering of special talent
within the wider employee base. Where necessary, actions are
delegated to an individual or ad hoc sub-committee, for example
to manage an outsourced recruitment process.

The Board'’s view is that this approach works well at our current
size, and there are no current plans to set up a permanent
Nominations Committee.

@2ueUIBAOD)

In all other respects | believe the Company’s compliance with
the letter and spirit of the new Code is adequately explained
in the Governance Statement that follows.

Priacls

David Coghlan
Chairman

26 February 2019
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Governance
Corporate governance statement

The Board has applied the Quoted
Companies Alliance Corporate Governance
Code (the ‘Code’) since 28 September 2018
and has carried out a review of how the
Code principles have been applied, together
with the processes and procedures adopted
by the Company to support the Code. The
Board considers that Synectics’ governance
framework continues to ensure that the
Group operates effectively and with integrity.

The Corporate Governance Statement, together with the Committee
Reports that follow, explains how our governance framework
works and how the Company complies fully with the ten principles
of the Code. Further detail relating to certain principles can be
found in other sections of the Annual Report as indicated below:

Principle 1: Establish a strategy and business model
which promote long-term value for shareholders

Synectics is a leader in the design, integration, control and
management of advance surveillance technology and networked
security systems. Through two complementary business models,
the Group serves 55 countries through five major hubs across
the world.

e Our Systems businesses secure major contracts for the design,
development and deployment of security and surveillance
solutions founded on our proprietary technology.

e Our Integration & Managed Services businesses serve customers
by designing security, surveillance and facilities management
solutions, and then implementing, maintaining and supporting
them over time.

The Board considers that our progressive dividend policy over the
last four years indicates the long-term value for our shareholders.

For information on our strategy and business model, please refer
to the Strategic Review.

Principle 2: Seek to understand and meet shareholder
needs and expectations

The Board welcomes dialogue with shareholders and actively
engages with them through face-to-face meetings and written
queries, and at the Company’s Annual General Meeting (AGM’).
The Notice of Meeting is sent to shareholders at least 21 days before
the AGM. The Chairman of the Board, the Chief Executive and the
Finance Director routinely attend the Annual General Meeting and
are available to answer questions raised by shareholders. For each
vote, the number of proxy votes received for, against and withheld
is announced at the meeting. The results of the Annual General
Meeting are subsequently published on the Company'’s

corporate website.
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The Directors actively seek to build a relationship with substantial
shareholders. Shareholder relations are managed primarily by the
Chief Executive and Finance Director, supported by the Chairman
of the Board, as appropriate. The Chief Executive and Finance
Director make presentations to substantial shareholders, on
request, and analysts each year immediately following the release
of the full-year and half-year results. In 2018 a shareholder event
was held at our offices in Sheffield to allow shareholders to see
the business first hand and engage directly with management
and the Board.

The Board as a whole is kept informed of the views and any
concerns of major shareholders by briefings, as appropriate, from
the Chairman. Investment reports from analysts and feedback
reports from brokers following the investor meetings are also
circulated to the Board. The Non-Executive Chairman and Senior
Independent Director (‘'SID’) are available to meet with major
shareholders if required to discuss issues of importance to them.

As part of the continued review of the Company’s governance
reporting, the Annual Report and Accounts includes expanded
narrative governance disclosures that take into account the views
of shareholders.

Principle 3: Take into account wider stakeholder
and social responsibilities, and their implications
for long-term success

The Board is regularly updated on wider stakeholder engagement
feedback to stay abreast of stakeholder insights into the issues
that matter most to them and our business, and to enable the
Board to understand and consider these issues in decision making.
Aside from our shareholders, suppliers and customers, our employees
are one of our most important stakeholder groups and the Board
therefore closely monitors and reviews the results of the Group's
annual Employee Survey as well as other feedback it receives in
relation to employee engagement.

The Board receives the feedback from the annual Customer
Excellence Survey, including the progress made against previous
years' initiatives as well as new initiatives made in the current
year. See page 10 for more information on our Customer
Excellence programme.

The Company opposes modern slavery in all its forms and

will try to prevent it by any means that it can. It is expected

that anyone who has any suspicions of modern slavery within
the business or the supply chain will raise their concerns without
delay. Synectics plc maintains relationships with many different
organisations in its supply chain, as well as directly employing over
400 people worldwide. In light of the Modern Slavery Act 2015,
each year the Board reviews internal measures to ensure the
Company is doing what it can to prevent slavery and human
trafficking. Details in relation to our modern slavery polices

are available on the plc website.

For more information on our people please see pages 12 and 13.



Principle 4: Embed effective risk management,
considering both opportunities and threats,
throughout the organisation

The Board has overall responsibility for risk management, and is
assisted by the Audit Committee in monitoring the principal risks
and uncertainties facing the Group as well as the actions taken to
mitigate those risks. The Board has delegated responsibility for
review of the adequacy of the effectiveness of the internal control
framework to the Audit Committee.

The Chief Executive and Finance Director are responsible for the
day-to-day operational and commercial activity across the Group
and are, therefore, responsible for the management of risk. The
Audit Committee reviews the risk register prepared by the Chief
Executive and Finance Director biannually and any emerging risks
are identified and reported to the Board.

Further information on the Group’s internal control systems, the
key risks facing the Group, and how the Board gets its assurance
that the risk management and related control systems in place
are effective can be found in the Audit Committee Report on
pages 45 to 47 and the Risks and Risk Management section

on pages 56 and 57.

Principle 5: Maintain the Board as a well-functioning,
balanced team led by the Chairman

The Board comprises a Non-Executive Chairman, three Non-Executive
Directors and two Executive Directors. The Company believes the
size and composition of the Board give it sufficient independence,
balance and broad experience to provide effective oversight of
Synectics’ strategy, performance, resources and standards of
conduct. The strong representation of Non-Executive Directors

on the Board demonstrates its independence, provides a greater
depth of experience and facilitates challenge.

The roles of the Chairman and the Chief Executive are undertaken
by separate individuals. The Chairman, David Coghlan, is responsible
for leadership of the Board and ensuring that there is effective
communication with shareholders. The day-to-day leadership and
management of the business are undertaken by the Chief Executive,
Paul Webb, assisted by senior management.

Michael Butler has recently taken over from Peter Rae as the
Senior Independent Non-Executive Director of the Group. He
was appointed based on his ability to perform the role and his
extensive board-level experience, in particular most recently

as president, chief operating officer and a main board member
at Inmarsat plc. As a relatively recent appointment to the Board,
Michael Butler is able to bring a fresh perspective in challenging
the Group's strategy and the execution of its plans. He also
supports and deputises for the Chairman on matters relating

to Directors, governance and engagement.

The Company Secretary, in conjunction with the Chairman,
ensures that accurate, timely and clear information is provided
to the Board in order for informed decisions and discussions to
take place. The Company Secretary is responsible for advising
the Board on governance matters and regulatory requirements.

The appointment and removal of the Company Secretary are
matters reserved for the Board. All Directors have direct access
to the Company Secretary and to independent professional advice
at the Group's expense as required.

The Group purchases and maintains Directors’ and Officers’
liability insurance in respect of the Group, the Company and its
Directors throughout each financial year.

Great importance is placed on a well-informed and decisive Board.
Board meetings are held regularly throughout the year. In the 2018
financial year, seven scheduled Board meetings and nine Board
Committee meetings were held. In addition, as it does each year,
the Board convened and participated in a separate two-day
session on the Group's strategy and three-year plan.

The Board has adopted a schedule of matters reserved for its
consideration and those delegated to Board Committees. The
Board's responsibilities include setting the Group’s overall business
and commercial strategy; setting and monitoring business
objectives to achieve the strategy; setting and monitoring annual
budgets and financial and capital plans; and considering Group
policies and any major investments or organisational changes.

Agenda items scheduled for every Board meeting include strategy,
business performance, operations, human resources, finance and
governance. The agenda is reviewed and agreed by the Chairman
to ensure that the Board addresses the right issues at the right
times and that sufficient time is allowed for appropriate
consideration and debate.

Following Board Committee meetings, the Board receives copies
of the Committees’ minutes at the next Board meeting and can
raise any queries or concerns with the Committee Chairmen.

@2ueUIBAOD)

Board meetings are scheduled in different Group offices to give
the Board the opportunity to meet local management and employees,
and to develop greater business knowledge and depth of awareness
of business-specific opportunities and threats. All Directors receive
papers sufficiently in advance of meetings to enable due consideration.

During the 2018 financial year, matters dealt with by the Board included:

e review and monitoring of Group strategy and progress against
business objectives;

e operational and financial performance of the Group;
e Group budgets and three-year plan;
e approval of financial statements and dividend policy;

e risk management oversight, review of internal controls
and monitoring of the Group’s risk registers;

e Board and senior management succession planning;
e approval of large contracts and bids;

e approval of large capital expenditure projects;

o Committee Reports and recommendations;

e review of corporate governance reporting;
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Principle 5: Maintain the Board as a well-functioning,
balanced team led by the Chairman continued

e Board and Committee evaluation, reviewing progress of actions
from the 2017 evaluation and setting actions for 2018/19;

e considering the risk registers and the outcome of the risk
review, as reviewed in detail by the Audit Committee;

o the appointment of RSM UK as external auditor, upon the
recommendation of the Audit Committee;

e reviewing the findings of the 2018 Employee Survey;

e consideration of the possible impacts of the result of the UK's
EU referendum;

e review of the Quoted Companies Alliance ('QCA') Corporate
Governance Code and agreement of actions necessary to
achieve full compliance;

e review and approval of the annual update to the Group's
approach to meeting the requirements of the Modern Slavery
Act 2015; and monitoring the programme of work to ensure the
EU General Data Protection Regulations were successfully
embedded within the organisation;

e monitoring the progress of the Customer Excellence
programme and the Market Development programme; and

e reviewing the Group's product development roadmap
and technological developments in the industry.

Excluding ad hoc meetings for general administrative matters, the
number of Board and Board Committee meetings attended during
the 2018 financial year are as follows:

Total number of meetings

Audit Remuneration

Board Committee Committee
DJ Coghlan
Chairman 7 _ _
D Bate' 2 1 3
MJ Butler
Chairman of Remuneration Committee 7 5 4
SW Coggins
Chairman of Audit Committee 7 5 4
PM Rae 5 2 4
MJ Stilwell? 7 - -
PA Webb 7 - -

1. Dennis Bate retired from the Board at the Annual General Meeting
held on 26 April 2018. Number of meetings eligible to attend prior
to resignation from the Board: two.

2. Mike Stilwell stood down from the Board on 30 November 2018.
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A Conflicts Register is maintained by the Company Secretary to
monitor and manage any potential conflicts of interest. Training on
the Companies Act 2006 has been given to all Directors on the
provisions within, and Directors are reminded of their duties at
each Board meeting. Any conflicts are declared at the first Board
meeting at which the Director becomes aware of a potential
conflict and then recorded in the Conflicts Register. The Board
considers all conflicts in line with the provisions set out in the
Articles and non-conflicted Directors can authorise conflicts with
or without limits and conditions. The Directors are required to
review their interests recorded in the Conflicts Register on an
annual basis.

All Non-Executive Directors are provided with a letter of
appointment on acceptance of the appointment, which includes
the terms and conditions of their role. The letters of appointment
are updated as appropriate from time to time and are available on
request from the Company Secretary.

As part of the appraisal of each Director, the independence of all
Non-Executive Board members is reviewed and evaluated annually.
Peter Rae, Steve Coggins and Michael Butler have served on the
Board for 21, 14 and three years respectively. Each brings different
and complementary high-level experience relevant to the current
business and future development of the Group. During 2018, and
at all times previously, each has addressed all issues facing the
Board with a high level of candour, robustness and insight. Their
in-depth knowledge of the Group and the electronic surveillance
industry, gained from their tenure, combined with their different
and complementary skills and knowledge developed from other
directorships, provides valuable independent perspectives that
contribute to the success of the Group and to the performance
and effectiveness of the Board. For these reasons, each of

these three Non-Executive Directors is considered by the Board

to be independent.

Principle 6: Ensure that between them the Directors
have the necessary up-to-date experience, skills
and capabilities

The Board is satisfied that, between the Directors, it has an
effective and appropriate balance of skills and experience,
including in the areas of technology, engineering, finance,

law, international trading, sales and marketing.

Biographies of each Director can be found on pages 36 and 37.

Each member of the Board takes responsibility for maintaining his
skill set, which includes roles and experience with other boards
and organisations as well as formal training and seminars.



All Directors receive regular and timely information on the Group's
operational and financial performance. Relevant information is
circulated to the Directors in advance of meetings. The business
reports monthly on its headline performance against its budget
and forecast, and the Board reviews the update on performance
at each meeting.

The Group recognises the benefits of having a diverse Board,
senior management team and workforce in general and seeks to
recruit and develop the best-qualified candidates to support and
achieve the Group's long-term strategic and business objectives.
The Group monitors and encourages diversity across the whole
workforce in terms of gender, skills, culture, disability and ethnicity
and believes such diversity contributes to the success of the Group.

The Directors are aware that a Board comprising six men and no
women does not reflect current views of best practice and carries
some risks in terms of the breadth of capability and views brought
to the table. Anissue in the technology and surveillance industries
is that there are not many women in senior positions, and the
Board's policy so far has been to appoint members who have the
most appropriate skills for the role, irrespective of gender. The issue
continues to be kept under review.

The Company'’s policy is for all new Directors to undertake a
formal and comprehensive induction to the Group upon joining

the Board. The induction process is undertaken by the Company
Secretarial department. On acceptance of appointment all Directors
are provided with an induction pack, which includes: their appointment
letter and terms; latest accounts and constitutional documents;
the business plan; investor presentations; protocol for conflicts of
interest; Directors’ duties; Group Share Dealing Code and Group
policies; Board meeting procedures and matters reserved; Board
minutes and papers from previous meetings; and meeting dates
and contact details. Substantive induction to the Group's businesses
is provided through meetings with senior management and site
visits to the Group's operations. This process was followed upon
the external appointment of Simon Beswick as Finance Director
on 1 December 2018.

All Directors are able to take independent professional advice
in the furtherance of their duties, if necessary. In addition,
the Directors have direct access to the advice and services
of the Company Secretary and Finance Director.

Principle 7: Evaluate Board performance based on clear
and relevant objectives, seeking continuous improvement
The Board carries out an annual self-assessment of its performance.
This includes evaluation of the performance and effectiveness of
the Board, of its Committees and of each Director. The process

is led by the Chairman and involves detailed questionnaires and
one-to-one reviews of the collective and individual performance of
Directors. The results of the Board and Committee evaluations are
the subject of a full, robust and open debate in a Board meeting
and actions for improvements are agreed. Progress against these
actions arising from performance evaluations is then monitored
and reported on throughout the following year.

As a result of the evaluation process during 2017, the Board
identified and agreed five action steps for 2017/18 focused on:

e widening the scope of the annual Board strategy review to
include a more in-depth review of potential future industry
scenarios based on emerging technology applications;

e extending the Board’s access to expert views on technology
developments in the wider industry;

e building on the recent progress in Board-level risk assessment
and management processes;

e further refining the content and use of the template developed
for effective monitoring of progress against the Company'’s
strategic objectives across all business areas; and

e increasing the number and frequency of attendance of senior
managers at Board meetings.

During the last financial year, substantial progress was made on
each of the identified objectives. These steps contributed to an
increase in the effectiveness of the Board's review processes. It has
been agreed that further action still needs to be taken to increase
the exposure of Non-Executive Directors to the latest industry
technology developments, and this will be undertaken in 2018/19.

It was also decided to alter the timing of the annual evaluation
process until just after the approval of year-end results. The next
evaluation will therefore take place in March/April 2019.
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Principle 8: Promote a corporate culture that is based
on ethical values and behaviours

The Board aims to lead by example and do what is in the best
interests of the Group. Synectics has a strong ethical culture,
supported in recent years by embedding policies and practices
across the business to ensure that the “whole” is greater than the
sum of the parts. The success of the “whole” depends on the
Company'’s business principles of Professionalism and Quality,
Openness, Communication and Integrity, and Value and Respect
our Employees and on the values embedded in the business of
Understand, Innovate, Respect and Do The Right Thing.

The Company has a bribery and corruption policy and each of its
businesses has implemented that policy and adequate procedure
to prevent bribery. Any known non-compliance with the policy
would be reported to the Board. The Group's policy is reviewed
annually by the Board.
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Principle 9: Maintain governance structures and
processes that are fit for purpose and support good
decision making by the Board

The Board sets direction for the Group through a formal schedule
of matters reserved for its decision. Prior to the start of each financial
year, a schedule of dates for that year's Board meetings is compiled
to ensure an appropriate spread of meetings across the financial
year and in line with the Group’s half-year and full-year results
reporting. This may be supplemented by additional meetings

as and when required.

The Board meets at least six times each year in accordance with
its scheduled meeting calendar. The attendance by each Board
member at scheduled meetings is shown in the Board table on
page 42.

During the year to 30 November 2018, the Board met for all of its
scheduled meetings. The Board and its Committees receive
appropriate and timely information prior to each meeting; a formal
agenda is produced for each meeting, and Board and Committee
papers are distributed several days before meetings take place.
Minutes of the meetings are then circulated to all Directors. Any
specific actions arising from such meetings are agreed by the
Board or relevant Committee and then followed up by
management or the Board, as appropriate.

The Board is responsible for the long-term success of the business.
It is responsible for overall Group strategy; approval of major
contracts; approval of significant investments; approval of the
annual and interim results; annual budgets; dividend policy; and
Board structure. It monitors the exposure to key business risks and
reviews the strategic direction of each business, its annual budget
and its performance in relation to those budgets and subsequent
forecasts. There is clear division of responsibility. The Chairman is
responsible for running the business of the Board and for ensuring
appropriate strategic focus and direction. The Chief Executive is
responsible for proposing the strategic focus to the Board, implementing
it once it has been approved and overseeing the management of
the business through the senior management team.

Senior management below Board level attend Board meetings
where appropriate to present business updates. Board meetings
throughout the year are held at the Group's various offices within
the UK, giving access to the different locations to gain a greater
understanding of the Group's activities.
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The Executive team consists of Paul Webb and Simon Beswick
with input from the divisional Directors and teams. It is responsible
for formulation of the proposed strategic focus for submission to
the Board, the day-to-day management of the Group's businesses
and its overall trading, operational and financial performance in
fulfilment of that strategy, plans and budgets approved by the
Board of Directors, as well as managing key business risks. The
Chief Executive reports to the Board on issues, progress and
recommendations for change.

The Group has two standing Board Committees: an Audit
Committee and a Remuneration Committee. The roles and
activities of those Committees are included in the respective
Committee Reports on pages 45 to 51.

The functions of a Nominations Committee are undertaken by
the Group Board as a whole. Where necessary and appropriate,

a nominations sub-committee is appointed temporarily to fulfil
specific tasks. Given the size of the Group, and the size and
composition of its Board, the Directors believe it is both practical
and beneficial for matters of Board composition and recruitment,
Board performance evaluation, Executive and Non-Executive
succession planning, and training and development to be undertaken
by the Board as a whole. All such matters are regularly scheduled
on the Board's agenda and are discussed thoroughly and robustly,
incorporating the detailed perspectives and experience of all Directors.

Principle 10: Communicate how the Company is
governed and is performing by maintaining a dialogue
with shareholders and other relevant stakeholders

The Company communicates with shareholders through the
Annual Report and Accounts, full-year and half-year announcements,
the Annual General Meeting and one-to-one meetings with large
existing or potential new shareholders. A range of corporate
information (including all announcements and presentations) is
also available to shareholders, investors and the public on the
corporate website.

The Board receives regular updates on the views of shareholders
through briefings and reports from the Chairman of the Board, the
Chief Executive and the brokers. Analysts’ notes and brokers’
briefings are reviewed to achieve a wide understanding of
investors' views.

The Company completes annual employee surveys to maintain an
open communication with employees and introduced the Customer
Excellence programme in 2016, which has created an additional
channel of dialogue with customers.



Governance
Audit Committee report

The Audit Committee comprises:

e Steve Coggins, Chairman of the Committee, Independent
Non-Executive Director;

e Michael Butler, Senior Independent Non-Executive Director; and
o Peter Rae, Independent Non-Executive Director.

All of the Committee members are Independent Non-Executive
Directors and have no personal or financial interests, other than as
shareholders, in the matters considered by the Committee.

Role and operation of the Committee

The Audit Committee is responsible for ensuring that Synectics
maintains a strong control environment. It provides effective
governance over the Group's financial reporting, including
oversight and review of the systems of internal control and

risk management and the performance of internal and external
audit functions.

The Committee’s formal terms of reference, which are reviewed
and approved annually, set out its duties delegated by the Board.
A copy of the terms of reference can be obtained from the
Company Secretary or from the Governance section of the
Company'’s website (www.synecticsplc.com).

During the last financial year, the Committee met five times.
Neither the Executive Directors nor the Chairman of the Board
attend meetings other than by invitation of the Committee
members. The Committee invites the external auditor to attend
certain meetings.

The Committee is authorised by the Board to obtain external
professional advice at the Group’s expense in order to perform
its duties.

The Committee’s principal duties are to:

» make recommendations to the Board on the appointment,
re-appointment or removal of the external auditor and the
amount of its remuneration;

e discuss and agree the scope of the audit and review the
auditor’'s management letter and the Group's response;

e review and agree the scope and work of the Group's internal
audit activities;

e review half-year and annual financial statements and formal
announcements relating to financial performance;

e review the adequacy and effectiveness of the Group's
internal financial controls, and internal control and risk
management systems;

e consider compliance with relevant laws and regulations;

e consider findings of internal investigations and management'’s
response; and

e review the Committee’s terms of reference and recommend
any proposed changes to the Board for approval.

During the financial year the Audit Committee considered
the following matters:

e the suitability of the Group’s accounting policies and practices;

o the half-year and full-year financial results, including the
assessment of going concern and recommendation to the Board
that it is appropriate to adopt the going concern assumption;

e the scope and cost of the external audit;
e the auditor’s full-year report for 2017;

o the removal of KPMG LLP as external auditor and the subsequent
appointment of RSM UK (explained in more detail on page 47);

e the evaluation of the performance and independence of KPMG
LLP as the Group's external auditor until September 2018 and
RSM UK subsequently;

e the review and approval of the external auditor’s plan for 2018,
which detailed the proposed audit scope and risk and
governance assessment;

e the review and approval of the external auditor’s fees for 2018,
including the review of the policy of the provision of non-audit
fees by the auditor;

o the implementation of new accounting standards, including
IFRS 15 concerning revenue recognition;

e the internal control environment across the Group;

e the arrangements in respect of internal audit, including its
resourcing and the scope of the annual internal audit plan for 2018/19,
as well as reports on the activity carried out during the year;

o detailed reviews of strategic and operational risks facing the Group,
the risk registers and the mitigating actions to minimise risk;
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e the annual review of the whistleblowing policy;

o the review of the Audit Committee terms of reference and
recommendation of the updated terms of reference to the Board
for approval;

e the assessment of the internal finance organisation;

o the results of the internally conducted assessment of the Audit
Committee’s performance and effectiveness in 2018;

e the approval of the Audit Committee plan for 2018;
e the training requirements of the Audit Committee members; and

e a technical update detailing accounting standards that would
impact the Group over the next few years.
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Financial reporting

During the year, the Committee reviewed and recommended approval of the half-year and full-year financial statements. As part of its
review, the Committee interrogated the key judgements and accounting policies applied and considered the basis for estimates and

assumptions underlying the financial statements.

The Committee recognises the importance of understanding changes in accounting policies and practice, and receives regular updates from
both the external auditor, and the finance team on key changes in this area. The Committee continued its review of the impact on the Group
of the implementation of IFRS 15 concerning revenue recognition, IFRS 9 concerning financial instruments and IFRS 16 concerning leases.

See pages 66 to 68 for more details.

During the year, the Committee, management and the external auditor considered and concluded on a number of significant matters in
relation to the financial statements. Those matters and what the Committee did to ensure that these matters had been appropriately

addressed in the financial statements are set out below:

Area of focus

Revenue recognition
and contract accounting

How the matter was addressed by the Audit Committee

The Committee reviewed the controls in place to ensure the appropriateness of the estimates used
in assessing contract stage of completion, anticipated profitability and the amounts recognised

in the financial statements. The Committee agreed with the conclusions reached.

Goodwill impairment review

The Committee reviewed a management report outlining the approach taken on impairment testing

and the key assumptions and sensitivities supporting the conclusions. The Committee agreed with
the conclusions reached on impairment.

Inventories

In forming a conclusion on the appropriateness of the value of inventories, the Committee reviewed

and challenged the management report explaining the inappropriate procedures in the mobile systems
business underpinning the inventory write down. The Committee considered the failure of the existing
controls and how these would be improved. The Committee reviewed the detailed analyses
determining the value of the inventory write down and the re-assessment of the value of inventory
held in the mobile systems business. The Committee agreed with the conclusions reached and the

disclosures made in note 5.

Presentation of the Group's
Income Statement —
non-underlying items and
prior period restatement

The Committee considered the items classified as exceptional and challenged the significance, timing
and nature of those items and the disclosures in note 4. In particular, in relation to the mobile systems
inventory write down and restructuring costs, consideration was given as to the amount treated as

non-underlying in the current year and the amount restated in previous years’ results. The Committee

agreed with the conclusions reached.

Risk management and internal control

The Committee also has responsibility for reporting to the Board
on whether the Group's key control policies and procedures
remain appropriate and that it is operating a robust and effective
control environment.

The Committee, on behalf of the Board, ensures that the Group's
principal risks and uncertainties have been appropriately identified
and assessed. It reviews those key risks and the quality of the
assurance on the effectiveness of the controls that mitigate those
risks, allowing it to conclude on the principal risks for disclosure

in the Annual Report.

Operating policies, procedures and controls are in place across the
Group, and have been in place throughout the year under review.
These policies ensure the accuracy and reliability of financial
reporting and the preparation of financial statements including
the consolidation process.
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The controls relating to financial reporting include:

e an appropriately qualified management structure, with clear
lines of responsibility;

e a comprehensive annual budgeting process, which is approved
by the Board;

e close management of the day-to-day activities of the Group
by the Chief Executive and Finance Director;

detailed monthly reporting of performance, and against budget
and forecast; and

central control over key areas such as contract risk assessment,
capital expenditure authorisation and banking facilities.

Details of the system of internal control, the principal risks facing
the Group, and the strategies put in place to mitigate them, are set
out in the Risk and Risk Management section on pages 56 and 57.



External audit

The Committee has responsibility to ensure that there is a
sufficiently robust and effective external audit through considering
the independence of the external auditor, the appointment and
re-appointment of the external auditor and all reports from the
external auditor.

The Committee reviews and makes recommendations regarding
the appointment of the external auditor. In making this recommendation,
the Committee considers auditor effectiveness and independence,
and any other factors which may impact upon the external auditor’s
re-appointment. After careful consideration, the Committee did
not recommend the re-appointment of KPMG LLP as auditor

of the Group.

Further to a thorough audit tender process in the previous
financial year, the Committee made a recommendation to the
Board, which endorsed the appointment of RSM UK as the
preferred new auditor, subject to approval by shareholders
at the 2019 Annual General Meeting.

The Audit Committee and the Board place great emphasis on the
objectivity of the external auditor in its reporting to shareholders.

The audit partner is present at Audit Committee meetings

as required to ensure full communication of matters relating to
the audit. The overall performance of the auditor is reviewed
annually by the Audit Committee, taking into account the views of
management, and feedback is provided when necessary to senior
members of the audit firm unrelated to the audit. The Audit Committee
also has discussions with the auditor, without management being
present, on the adequacy of controls and on any judgemental
areas. The scope of the forthcoming year's audit is discussed

in advance by the Audit Committee. Audit fees are approved

by the Audit Committee.

Assignments of non-audit work have been and are subject to
controls by management that have been agreed by the Audit
Committee so that audit independence is not compromised.

Other than the audit, the Audit Committee is required to give prior
approval of work carried out by the auditor and its associates with
a value in excess of £50,000. Part of this review is to determine
that other potential providers of the services have been adequately
considered. These controls provide the Audit Committee with
confidence in the independence of the auditor in its reporting on
the audit of the Group.

Non-audit services

The independence and objectivity of the non-audit services
provided by RSM UK to the Group are safeguarded by Synectics'
non-audit services policy. The Group's policy on engaging the
external auditor for non-audit services has always been designed
to ensure that such engagements do not result in the creation of

a mutuality of interest between the auditor and the Group, that a
transparent process and reporting structure is established to enable
the Committee to monitor policy compliance and that unnecessary
restrictions on the engagement of the auditor for non-audit services
are avoided where the provision of advice is commercially sensible
and is more cost effective than other providers.

RSM UK provides non-audit services to the Group which are
governed by the Group's non-audit services policy. Compliance with
the policy is actively managed and an analysis of non-audit services is
reviewed throughout the year. During the year ended 30 November
2018 21% of fees provided to the Group were non-audit services and
related predominantly to support in relation to the implementation of
IFRS 15 (see note 6 to the financial statements). This work was
undertaken by a separate specialist team, engaged prior to the
appointment of RSM UK as external auditor.

By Order of the Board

Lt

Steve Coggins
Chairman of the Audit Committee

26 February 2019
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This report provides information about the
Remuneration Committee, the remuneration
policies approved and applied by the Board,
and the actual remuneration of Directors for
the year ended 30 November 2018. As an
AlM-listed company, the information provided
is disclosed to fulfil the requirements of
AIM Rule 19. Synectics plc is not required
to comply with Schedule 8 of the Large

and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008.
This information is unaudited, except
where stated.

Unaudited information

Remuneration Committee
The Group’s Remuneration Committee comprises:

e Michael Butler, Chairman of the Committee, Senior Independent
Non-Executive Director;

o Peter Rae, Independent Non-Executive Director; and
e Steve Coggins, Independent Non-Executive Director.

Michael Butler was appointed as Chair of the Committee on

26 April 2018. All Committee members are Independent
Non-Executive Directors and have no personal or financial
interests, other than as shareholders, in the matters considered
by the Committee.

The Remuneration Committee operates within the remit delegated
by the Board, which is set out in formal terms of reference. The
remuneration of Non-Executive Directors is a matter for the Chairman
and the Executive members of the Board. No Director or manager
is involved in any decision regarding their own remuneration. A
copy of the terms of reference can be obtained from the Company
Secretary or from the Governance section of the Company's
website (www.synecticsplc.com).
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Neither the Executive Directors nor the Chairman attend other
than by invitation of the Remuneration Committee and are not
present at any discussion of their own remuneration.

The principal duties of the Remuneration Committee are to:

e recommend to the Board for approval overall Group
remuneration policies, and the specific remuneration each year
for all Directors and senior management, including bonuses,
incentive payments and share options and awards;

e ensure Executive Directors and senior executive management
are provided with appropriate incentives to encourage enhanced
performance in a fair and reasonable manner;

e approve the design of, and determine targets for,
any performance-related pay schemes;

o review the design of all share incentive plans for approval
by the Board and, where appropriate, shareholders;

e determine whether awards will be made under any share
incentive plans, including the size of the award and the
performance targets to be used;

e determine the policy for pension arrangements for
Executive Directors and certain senior managers;

e ensure that contractual terms on termination and any payments
made are fair, that failure is not rewarded and that the duty to
mitigate loss is fully recognised;

e consider applicable legislation, regulation, best practice
guidance and recommendations, and developments on
remuneration policy and remuneration reporting;

e review remuneration trends at individual subsidiaries and the
Group as a whole, and oversee any major changes in employee
benefit structures across the Group;

e select and appoint any remuneration consultants to advise
the Committee, if required; and

e review the Committee’s performance, constitution and terms
of reference to ensure it operates effectively and to recommend
any changes to the Board for approval.



The Committee Chairman reports formally to the Board on the
Committee’s proceedings after each meeting; ensures that an
annual report of the Group’s remuneration policy and practices is
published in the Group’s Annual Report and Accounts; and ensures
each year that the Remuneration Committee Report, which contains
the Directors’ remuneration, is put to shareholders for approval at
the Annual General Meeting.

The Committee is authorised by the Board to seek any information
it requires from any employee of the Group in order to perform its
duties and to obtain external professional advice at the Group's expense.

During the year the Remuneration Committee met four times.
Matters dealt with by the Remuneration Committee included the:

e approval of the 2017 bonus awards and salary increases for the
Executive Directors and certain senior managers;

approval of the discretionary executive bonus scheme to take
effect in the financial year 2018 for Executive Directors. For the
2018 financial year, the upper limits on bonuses were set at
75% of base salary for the Chief Executive;

approval of an award of options under the Performance Share
Plan on 1 March 2018 for the certain senior managers;

approval of exercises of options over shares, and sales of shares,
in respect of the Group's various incentive plans during the year;

determination of the appropriate treatment of Performance
Share Plan and Executive Shared Ownership Plan awards held
by participants who had left the Group; and

review of the outturn of the 2015 Performance Share Plan
awards and the determination that those awards vested had
vested in full.

Remuneration policy for Executive Directors

Executive Directors are employed by the Group and are
required to devote substantially the whole of their time to its
affairs. The policy of the Board is to provide competitive packages
reflective of the industry in which it operates to attract, retain and
motivate high calibre individuals as Executive Directors and to
ensure that their remuneration packages (consisting of basic
salary, performance-related bonuses, pension arrangements and
other benefits including interests in share schemes) reflect their
responsibilities, performance and experience, and encourage
and reward superior performance. The policy also seeks to
ensure that Executive Directors are rewarded fairly for their
individual contributions to the Group's performance and to
encourage appropriate behaviours in line with the Group's
attitude to risk.

The principal elements of the Executive Directors’ remuneration
packages are as follows:

e Basic salary — the Group aims to pay competitive market salaries
and to recognise individual development and progression
through the annual salary and personal review processes.
Salaries are reviewed annually.

e Annual performance-related bonuses — in line with the scheme
covering other senior members of staff, performance-related
bonuses for the Executive Directors are based on the
achievement of specific financial targets for the Group
and agreed personal objectives.

e Pension arrangements — the Group makes contributions into
money purchase schemes on behalf of the Executive Directors.
Pension payments are based only on basic salary.

e Other benefits — these principally comprise car benefits, life
assurance and membership of the Group's healthcare scheme.

e |ong-term incentive arrangements — the Group operates various
share plans in which the Executive Directors participate or have
a prior interest in. Details of the share plans are given in note 24
to the financial statements. Directors’ interests in the shares of
the Group are detailed in the shareholdings disclosure on page 53.

Executive Directors are not automatically entitled to compensation
payments for loss of office, other than payment in lieu of their
contractual notice period, if legally required.

Executive Directors do not hold directorships in other companies
unrelated to the Group and, accordingly, no remuneration is due
to the Group.

Remuneration policy for Non-Executive Directors
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Non-Executive Directors are independent of the Group and are

expected to spend an average of approximately two days a month
on the Group's business. They are not restricted from undertaking
additional directorships, subject to avoiding any conflicts of interest.

After considering recommendations from the Chairman, the Board
determines the remuneration of the Non-Executive Directors, excluding
the Chairman. The remuneration of the Chairman is determined by
the Remuneration Committee. Non-Executive Directors receive
fees which are reviewed annually in light of their responsibilities,
experience and contribution to the Group's affairs, as well as
market rates. Non-Executive Directors do not receive any
performance-related pay or rewards, and the Group does not
deduct for, or contribute to, a pension.
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Audited information

Details of the Directors’ emoluments are given below.

a) Remuneration

2018 2017
Salary PSP 2018 Total 2017 Total Pension Pension
and fees Bonuses' Benefits awards? (excl pension) (excl pension) allowance® allowance®
£000 £000 £000 £000 £000 £000 £000 £000
Executive Directors

MJ Stilwell (resigned 30 November 2018) 133 - 15 44 192 177 7 6
PA Webb 237 18 15 88 358 346 29 28

Non-Executive Directors
D Bate (retired 26 April 2018) 12 - - - 12 30 - -
MJ Butler 30 - - - 30 30 - -
SW Coggins 30 - - - 30 30 - -
DJ Coghlan 75 - 10 - 85 86 - -
PM Rae 30 - - - 30 30 - -
Total 547 18 40 132 737 729 36 34

1. Bonuses are paid or accrued based on the achievement of agreed personal objectives and corporate performance metrics.

2. This is the value of PSP awards vesting and exercised in the financial period. This has been calculated by reference to a share price of £1.755,
being the share price on the day the awards were exercised.

3. Pension allowance includes both contributions to the Group's defined contribution pension scheme and cash payments in lieu of contributions.

b) Share schemes Under the rules of the PSP, selected employees are awarded

an interest over a certain number of Company shares which only
vest after a three-year period, at £nil cost to the employees.

The number of shares that vest at the end of the three-year period
is dependent on the Company meeting certain performance
thresholds linked to the FTSE AIM All Share Total Return Index.

The Directors’ interests in the Company’s share schemes are
presented below. No new options were granted to, or exercised
by, any Director between 1 December 2018 and 26 February 2019.

The following Executive Directors held an interest in the The performance conditions are identical to those that applied
Company'’s shares at 30 November 2018 through awards made under the Executive Shared Ownership Plan, details of which
under the Synectics Performance Share Plan (‘"PSP’), which was are presented below.

established on 9 October 2012, as set out below and in note 24.

Date awarded 1 March 2016 1 March 2017 1 March 2018
Number of  Issue price Number of  Issue price Number of  Issue price
shares (p) shares (p) shares (p)
MJ Stilwell 15,000 117.5 7,500 225.0 - -
PA Webb 30,000 117.5 15,000 225.0 - -

The PSP awards granted on 30 March 2015 vested in full and were

exercised in the year ended 30 November 2018 as follows: The following Directors held an interest in the Company’s shares

at 30 November 2018 through participation in the Quadnetics

Date awarded 30 March 2015 . . . . .
Nomb | - Sdhare price Og Executive Shared Ownership Plan (‘ExSOP’), which was established
of ;:r;ree; ssue p”(cpe) & exerc's(ep) on 7 July 2009, having superseded an earlier scheme established
MJ Stilwell 25,000 125.0 175.5 in 2005, Zs §etMout : ;g;t? 24. The last awards under the ExSOP
PA Webb 50,000 125.0 176.5 ~ WVeremadeiniviare :

Under the provisions of the ExSOP, shares are jointly owned by
nominated senior employees and by an employees’ share trust
on terms, similar to a share option scheme, whereby the value
of appreciation in the Company’s share price over a minimum
three-year period accrues to the relevant employee, provided the
Company meets certain performance thresholds linked to the
FTSE AIM All Share Total Return Index. No rights under this
scheme were exercised by Directors during the year.
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Date awarded 7 July 2009" 7 March 2011

Number of  Issue price Number of  Issue price

shares (p) shares (p)
PA Webb 100,000 147.5 100,000 178.0
DJ Coghlan 93,243 147.5 - -

1. Share awards issued on this date were rolled over from share awards
held under a previous version of the ExSOP.

The Executive Directors also participate in the Quadnetics
Employees’ Share Acquisition Plan (‘'ESAP’), which was adopted on
23 April 2010. Deductions from salary are used to buy partnership
shares in Synectics plc at the end of each six-month accumulation
period. The Trustee of the ESAP will use any dividend income paid
on these shares to buy further shares to be held in the scheme as
dividend shares.

Partnership shares can be withdrawn from the scheme by the
employee at any time, but withdrawals before the fifth anniversary
after purchase are subject to income tax; withdrawals after the
fifth anniversary of their purchase date can be made in full and are
not subject to income tax. Dividend shares are required to be held
in trust for a period of three years following the purchase date.
Employees who leave the Group are required to withdraw all of
their shares in the scheme and are subject to the same rules.

The Executive Directors had the following interests over Company
shares held in the ESAP at 30 November 2018:

Purchase PA Webb  MJ Stilwell

price Number Number
(p) of shares of shares

Partnership shares
14 October 2010 147.5 338 -
7 April 2011 177.5 422 -
2 November 2011 185.5 405 -
20 April 2012 200.0 375 -
9 October 2012 272.5 275 -
3 April 2013 282.5 266 -
14 October 2013 393.0 190 -
4 April 2014 404.0 186 -
2 October 2014 350.0 214 257
17 April 2015 153.0 492 588
22 October 2015 123.5 607 729
29 April 2016 162.0 463 555
20 October 2016 154.0 552 585
27 April 2017 212.5 423 423
27 October 2017 210.0 429 429
25 April 2018 185.0 486 162
26 October 2018 190.0 474 -
6,597 3,728

Purchase PA Webb  MJ Stilwell

price Number Number
(p) of shares of shares

Dividend shares
25 July 2011 200.0 7 -
2 November 2011 205.0 9 -
17 May 2012 289.0 19 -
9 October 2012 272.5 14 -
8 May 2013 445.0 21 -
4 October 2013 488.0 13 -
7 May 2014 430.0 30 -
6 May 2016 154.0 26 10
24 May 2017 223.0 44 24
13 October 2017 285.0 19 "
10 August 2018 207.0 85 53
26 November 2018 192.0 39 23
326 121
6,923 3,849

The mid-market prices of the Company’s shares at the beginning
and end of the financial year were as follows:

Ordinary

shares

of 20p each

At 1 December 2017 220.0p
At 30 November 2018 190.0p

The maximum and minimum share prices during the financial year
were as follows:

Ordinary

shares

of 20p each

Maximum 223.0p
Minimum 180.0p

c) Service contracts

There are no Directors’ service contracts with notice periods in
excess of one year. The notice periods under the service agreements
for Executive Directors and letters of appointment for Non-Executive
Directors are as follows:

Notice period

S Beswick 6 months
MJ Butler 3 months
SW Coggins 6 months
DJ Coghlan 12 months
PM Rae 1 month
MJ Stilwell* 6 months
PA Webb 12 months

* MJ Stilwell stood down from the Board on 30 November 2018.

By Order of the Board

Michael Butler
Chairman of the Remuneration Committee

26 February 2019
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Governance
Statutory Directors’ report

The following matters are reported by the Directors in accordance
with the Companies Act 2006 requirements in force at the date
of this Annual Report and Accounts.

Principal activities

The principal activities of Synectics plc (the ‘Company’) and its
subsidiary companies (the ‘Group’) are set out within the Strategic
Report, which comprises the Chairman’s Statement, the Strategic
Review, the Performance Review and the Risks and Risk
Management section, on pages 6 to 35, and pages 56 and 57.

Review of business and future developments

The Consolidated Income Statement for the year ended
30 November 2018 is set out on page 62.

A review of the Group's business activities during the year and its
prospects for the future can be found in the Chairman’s Statement,
the Strategic Review and the Performance Review on pages 6 to 35.
These reports, together with the Chairman’s Introduction, the
Corporate Governance Statement, the Audit Committee Report
and the Remuneration Committee Report, are incorporated into
this report by reference and should be read as part of this report.

Key performance indicators

The Directors measure the Group’s performance principally using
the following financial indicators (as reflected in this Annual Report):

e revenue;
e gross margin %;

e underlying gross margin %;

e underlying operating profit and underlying profit before tax;

e underlying operating margin %, being the ratio of underlying
operating profit to revenue;

e operating profit;
o profit before tax;
o diluted earnings per share;

e underlying diluted earnings per share (based on underlying
profit after tax);

e order book;

e recurring revenue (being contracted sales where a service is
delivered over a future time period and revenues are recognised
in the relevant future accounting period);

e recurring revenue as a % of total revenue;
e net cash balance;

e working capital %;

e return on capital employed %;

o free cash flow; and

e cash conversion %.
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Principal risks and uncertainties

Details of the principal risks and uncertainties considered by the
Board to affect the Group, and the related risk mitigation actions,
are given on pages 56 and 57.

Group results and dividends

The consolidated profit after tax for the year was £1,535,000
(2017 restated: £2,102,000).

The Directors recommend the payment of a final dividend of

3.5p per share (2017: 3.0p per share), totalling around £597,000.
Subject to approval, this is expected to be paid on 7 May 2019 to
shareholders on the register as at close of business on 5 April 2019.
An interim dividend of 1.2p per share was paid during the year
(2017: 1.0p per share).

Financial instruments

Details of financial instruments to which the Group is a party
are shown in note 31 to the financial statements.

Research & development expenditure

The Group has continued to invest in research & development of
both software and hardware products for s