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Gamma, a listed company, is a leading
supplier of business communications
services to the UK and Dutch markets.
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e Gamma

Empowering people
to communicate.

Financial highlights

Revenue

£3289m

Growth from £284.9m to £328.9m

+15%

Profit from operations

£F455m

Increased from £34.4m to £45.5m

+32%

Adjusted EBITDA’

Fo3.5m

Adjusted EBITDA grew from £48.3m to £63.5m

+371%

Dividend

10.5p

Grew from 9.3p to 10.5p

+13%

* All adjusted measures set out throughout this document which are described as
"adjusted” represent Alternative Performance Measures ("APMs") and are defined and
reconciledin the Financial Review section and are applied consistently. Where reference
is made to adjusted EPS this is stated on a fully diluted basis (‘'FD's). Our policy on the use

of APMs is included in note 1.
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Chairman's statement

Working together

to power the market

“2019 has been a very good
year for Gamma; we have
seen strong growth in our
key products, launched new
platforms and continued our
European expansion.”

Dividend per share

10.9p +13%

Earnings per share

360.1p  +20%

2 Gamma Communications plc

|am pleased to present the Annual Report for the year
ended 31 December 2019.

Overview of results

Group revenue for the year ended 31 December 2019
increased by £44.0m to £328.9m (2018: £284.9m) an
increase of 15% on the prior year. Adjusted EBITDA for the
Group increased by 31% to £63.5m (2018: £48.3m). Fully
diluted earnings per share for the year increased by 20%
to 36.1p (2018: 30.0p). Adjusted fully diluted earnings per
share for the year increased by 35% to 40.8p (2018: 30.3p).
On a statutory basis profit before tax and profit from
operations also increased by more than 30%.

The cash generated by operations for the year was
£54.0m compared to £40.6min 2018. The closing cash
balance for the year was £53.9m compared to £35.5m at
the end of December 2018. This cash balance has been
increased whilstinvesting £12.4m on capital items, £7.5m
on acquisitions and paying £9.2m in dividends.

Overview of the year

As outlined in this report, the year has been a period of
strong strategic execution for Gamma with highlights
including:

We launched Collaborate and a new Call Recording
platform to expand our Unified Communiations as a Service
(UCaa$) offering and, in November, we acquired Telsis
Direct Limited, Telsis Communication Services Limited,
Telsis Services Limited and Telsis GmbH (“Telsis"), which will
enable us to develop a Contact Centre solution for release
towards the end of 2020.

Strong growth in our key products in the UK of SIP
Trunking (units increased by 19%) and Cloud PBX (units
increased by 20%).

In addition, in February 2020, we acquired Exactive
Holdings Limited and its subsidiaries (“Exactive") which
enables us to support enterprise and public sector
customers who choose solutions using Microsoft
Teams. This represents a fundamental part of our
UCaasS strategy.

In the Netherlands we grew our number of Cloud seats
to over 22,000. We also acquired Nimsys in February
2019, its integration has gone well and Nimsys is
growing strongly. The performance of Dean One in the
second half improved following a disappointing first half.

We continue to focus on European expansion and
throughout 2019 we conducted discussions with a
number of potential acquisitions. In February 2020, we
made an offer for VozTelecom OIGAA360, SA and its
subsidiaries ("Voz Telecom") in Spain, which (when
complete) will give us a foothold into the Spanish market
which is set to grow significantly over the coming years.



Board and employees

I was delighted to welcome Henrietta Marsh to the board
on 16 April 2019. She brings a wealth of experience
gained from serving on the boards of both private and
listed companies. Henrietta will chair the Remuneration
Committee after the upcoming AGM. Gamma has a
strong and experienced Board. We have improved our
diversity on the Board and within the Senior
Management Team in the last year but there is more to
do and we will consider this with future appointments.

The business now has 1,176 employees across three
countries. We continue to investin all of our employees
and in particular we assist apprentices to gain valuable
work experience, to continue their education and to
obtain nationally recognised qualifications. At present,
we have 24 apprentices employed in IT, HR,
Infrastructure Support, Software Development, Sales
and Customer Service. We have a good track record of
offering permanent employment at the end of these
apprenticeships and expanding opportunities for
apprentices across the business remains a priority for
Gamma. We consider diversity to be an important part
of our culture at Gamma and run a number of
programmes across our business to support and
promote this.

We encourage employees at all levels to own shares in the
company and in July we used our SIP Trust to award £500
of free shares to all employees. The company also offered
a sharesave scheme for the fourth year. Once again, it was
particularly pleasing to see the exceptionally high take up,
with 459 staff choosing to participate in the scheme
(2018: 257). Finally, we have launched an "Evergreen SIP"
scheme which gives employees another opportunity to
buy shares in the company in a tax efficient way.

The Board recognises the high levels of support and
commitment from its staff through a period of
significant strategic planning and implementation and
would like to express its thanks for their dedication,
hard work and enthusiasm.

Dividend

Gamma remains committed to a progressive dividend
policy which has meant anincrease of between 10-15%
every year since we listed in 2014. Gamma has paid one
third of the dividend as an interim dividend with the final
two thirds paid as a final dividend once the results for the
year are known.

The Board is pleased to propose a final dividend, in
respect of the year ended 31 December 2019, of 7.0
pence per share (2018: 6.2 pence) an increase of 13%
which, subject to shareholder approval at the
forthcoming AGM, will be payable on Thursday 18 June
2020 to shareholders on the register on Friday 29 May
2020. When added to the 3.5 pence interim dividend
(2018: 3.1 pence) this makes a total dividend declared
of 10.5 pence for the year as awhole (2018: 9.3 pence).

Governance
During 2018 we adopted the QCA Corporate
Governance Code (2018 edition) (the 'QCA Code’).

Environmental

As a business which enables other companies to
reduce their carbon footprint by communicating and
collaborating from multiple sites (which avoids travel),
we continue to challenge ourselves on our
environmental credentials. We run a certified Carbon
Neutral network and we have also now committed to
supporting the UN Sustainable Development Goals.

The Board has considered the emerging effects of
climate change on the future of the business and we
consider them to be low risk.

Outlook
The Board is positive about the outlook for the business
in 2020 and beyond.

We have discussed the potential impact of Covid-19

on the business which (to date) has been very limited.
Notwithstanding, this remains a matter of close attention
for the Board. In particular, we will take measures to
ensure the safety of our channel partners, customers,
employees and other stakeholders. We are taking regular
advice and following guidance from the government and
public bodies. We have a sub-group of our Senior
Leadership Team who are monitoring the situation on a
daily basis and communicating the latest advice to staff.

With respect to our day-to-day operations we are able
(should it become necessary) to operate our business
with almost all staff working from home. We have stress
tested our network to ensure that this is achievable.
We believe we will be able to continue to support our
customers fully.

The potential impact of the Covid-19 health crisis on
the short-term results is difficult to assess at this time.
We have a resilient business model and at this point we
have seen little effect on our business. We suspect that
we may see fewer orders as channel partners and end
customers are beginning to introduce travel and
meeting restrictions which will make customer visits
and lead generation more difficult. With respect to
existing orders, installations which require engineers
to visit a site are also likely to be delayed and hence
revenues will be delayed. At the time of writing it is
impossible to know how long this situation is likely

to continue for. We have a strong balance sheet and
arobust business model and we expect to be able

to weather the crisis.

In the longer-term, our product setis well suited to
organisations that wish to be able to work remotely as
part of their disaster recovery plans. Whilst the current
crisisis not desirable, we believe that the experience
will demonstrate the advantages of UCaa$S to
businesses of all sizes across all industries.

As a predominantly channel-focused business, Gamma
will continue to concentrate efforts and investment on
strengthening our relationships and capabilities to
support the channel to be successful. We will also
ensure that in the direct business, we continue to focus
on growth with larger enterprises and the public sector,
and on building on an already strong reputation for
operational excellence and service quality. Our support
for Enterprise customers may involve offering solutions
based on other products (for example Microsoft Teams)
as well as our own product set.

Richard Last
Chairman
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Our business model

Providing straightforward
services for business

Our business model

Gamma is a leading supplier of
Unified Communications as a Service
(UCaa$) in the UK and Dutch markets,
supplying communication solutions
directly and via our extensive network
of trusted channel partners.

With a range of Unified Communications,
Mobile and Connectivity services,
Gamma provides robust and secure
solutions that enable organisations to
communicate, collaborate and offer

a better customer experience.

Our product categories
,_|1/__| Unified Communications
Our award-winning range of Unified Communications
5 products enables businesses to raise productivity, boost
agility and increase collaboration. From messaging and
video calling to instant conference services, we help

reduce costs and operational complexity while increasing
employee engagement.

SIP Trunking and Call Management

With the UK's leading SIP trunking service we give
businesses a more versatile, resilient phone service at less
cost. Gamma SIP trunks come with powerful business
continuity features plus exceptional inbound call
management functionality.

3

Mobile

Our business-only mobile service features flexible tariffs

and powerful bolt-ons. When combined with Gamma'’s Unified
Communications services, employees can keep working
wherever they are, remaining ‘always-on' to customers.

Connectivity

Our high-performance connectivity products deliver
outstanding speeds combined with robust security and
resilience measures; from broadband and Ethernet to
advanced Network services, we provide businesses
with the customisable connectivity they need to grow.

?
—]
&

Strengths

Product and Network quality
Driving innovation on the back of strong
network and product foundations
(carrier grade, high availability, and
rock-solid end-user performance).

4 Gamma Communications plc

Channel automations

Portal capabilities (built around the
channel with overlay support geared to
make Gamma easy to do business with).

Digital platforms

Providing channel partners with Gamma
Academy and Gamma Accelerate, our
training and marketing platforms, to drive
channel engagement and growth.



How we sell

UK Indirect

Our primary route to market, the channelis at
the heart of what we do. We provide market-
leading products to 1000+ channel partners,
with an exceptional service wrap.

Flexible Collaborative

2019 sales

70%

(2018: 74%)

solutions culture UK Direct
Our direct business supports the requirements
of Enterprises, Mid Markets and Public Sector
organisations, looking to contract with
Core purpose network operators.
Working smarter,
together.

2019 sales

25%

(2018:25%)

Overseas

Our overseas entities sell both directly and
through the channel. In the Netherlands,

Dean One sells via 600+ channel partners,
Nimsys, an ICT specialist for workspaces and
multi-tenancy buildings and Schiphol Connect,
the telecom and internet provider at Schiphol
Airport sell directly to end users.

Connected End-to-end
communications control

Commerct

2019 sales

5%

(2018: 1%)

Commercial agility People
Providing our partners with leverage Our employees are a key part of our
and flexibility (driving incentives and business; they embody the Gamma I
) : ) . ) employees
not causing price erosion) to sell based values, which allows us to deliver better
on value and not price. services and build relationships with

our customers.

Annual Reportand Accounts 2019
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Market Trends

Supporting effective
business communications
to empower businesses to
work smarter, together.

The way a business communicates with its external and
internal stakeholders is a key way for it to differentiate
itself and provide effective customer service.

Gamma provides business communication services
that are flexible, scalable and secure to meet today's
and tomorrow's challenges.

Underpinning the business and users trends are a
number of technology and industry directions that
support the overall changes in how businesses operate.

nications plc



Market Trend

Therise of converged
and unified communication
services

* Businesses are looking for communications solutions that can
support them as their way of working changes, and for the
communications to be relevant to their customers, whether that
be a phone call, a video chat or a collaborative desktop session.
The key is matching the communications method to the
customer and task requirement.

* Businesses are looking for service simplicity and cost savings
in their business communications solutions.

* Business efficiency can be driven by using single phone
numbers, and therefore a single voicemail service, which the user
can utilise through a mobile or fixed device.

Gamma Response:

Gamma launched Collaborate in the first half of the year, which now
has 9,000 users. This provides a fully-integrated messaging,
collaboration and audio/video conferencing service to our
industry-leading Cloud PBX service, Horizon. We also launched a
call recording service and subscription management service, which
allows partners to more effectively manage their Cloud seats. We
planto launch a fully integrated contact centre module into our
UCaaS suite helping us support business communications.

SIP trunks

1,016K +19%

Horizon users

522k +20%

Annual Report and Accounts 2019
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Market Trends continued

Market Trend

Network Flexibility

» Customers demand support when changing their business
communication requirements. This means service providers
need to be flexible.

* New OTT providers can offer applications that are easy to use,
but the customer connectivity may not have the capacity or
security to support it

» Large network-based operators may have the core capacity, but
not the flexibility to deliver the applications that customers need

* Businesses need a balance between fast to deploy applications
and a scalable and secure infrastructure that supports all users.

Gamma response:

Gamma is an infrastructure-light provider with a core network that
can support the key routing of voice/data and mobile traffic in an
integrated core.

We provide simple, easy to consume services underpinned
by automated provisioning and support models.

Market Trend

Superfast Connectivity
Growth to support the
rise of Cloud Services

Cloud-based applications are now the norm for many
businesses and vertical markets. To ensure that these
services work effectively, businesses need fast, highly
available and secure connectivity from the user to

the application.

The flexibility that on-demand software solutions
provide to all businesses (large or small), enables them
to deploy new solutions faster and more efficiently.

Gamma Response:

Gamma continues to offer data access services; ethernet
services will be used to support larger SME customers and
will move to improve bearer models to future-proof their
requirements. The Gamma focus is on working to support
customers' Cloud-based business applications.

Gamma Communications plc
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In order to meet these
and future trends, Gamma
aligns our organisation
and focus at all levels to
four key brand principals:

Evolve our:

Flexible solutions
Products, pricing and services that can adjust to the
changing needs of clients and business.

Collaborative culture

Specialist expertise of business communications working
in partnership with clients to achieve the right solution and
provide ongoing support when it matters.

Connected communications

Sophisticated, dependable and secure products and
services designed to help businesses succeed in the
modern world.

End-to-end control

End-to-end control and technical integration for ‘always-on’
unified communications that give people the freedom to work
wherever, whenever.

"We empower people.
We give them the belief
and ability to achieve
more. What sets Gamma
apart is how we work with
people and not just what
we sell to them.”

Annual Report and Accounts 2019
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Chief Executive Officer's statement

A new strategy
drives success

Our people have contributed to
another year of excellent results.

|am pleased to report another excellent set of financial
results for 2019 which demonstrates the efficacy of the
strategy which we set out at the start of 2019.

As well as executing against our short-term
commitments, throughout 2019, we focused heavily on
planning and executing our medium and longer-term
growth strategy for Gamma.

Both our Direct and Indirect channel businesses have
continued to perform strongly, and throughout 2019 we
were awarded several new multi-year customer and
partner contracts. This has enabled us to strengthen
both our contracted backlog and revenue and margin
visibility, ensuring that we continue to benefit from a
very high percentage of recurring revenue and margin.

We have continued to invest and strengthen our sales,
service and delivery capabilities across Gamma, and our
continued focus and investment on product development
will deliver new and exciting product launches during
2020, including a cloudcentre offering. Development of a
cloud contact centre offering is a frequent request from
channel partners and end users and will open up a part of
the market in the larger SME space. Supporting the
success of our indirect channel partners is a priority, and
we continue to develop and strengthen our self-serve
partner portal, while ensuring that our digital platforms
(Gamma Academy and Gamma Accelerate) enable our
partners to create new opportunities, win market share
and drive increased levels of revenue and margin.

The Gamma Academy delivered 19,992 training
courses to channel partners during 2019 (2018: 16,602).
Gamma Accelerate delivered a significantincrease in
marketing campaigns run by channel partners during
the period with 870 of Gamma'’s partners now actively
using the platform (2018: 732).

We offer a product set which can be used by other
businesses to reduce their carbon footprint and we are
proud that we are certified CarbonNeutral®.
Notwithstanding, we continue to work hard to reduce
our energy consumption. We last monitored our CO,
emissions between July 2017 to June 2018 which were
2,332 tonnes of CO,. This was a reduction of 5%
compared to the previous twelve months.

12 Gamma Communications plc




Revenue

£323.9m

+15%

Gross profit

f£106.5m

+20%

Strategy

Our strategy has four key elements.

Evolve our strong Cloud telephony position into the
Unified Communications as a Service (“UCaaS") market
We focus on the UCaaS market in the UK and Europe
and this is expected to grow by 12% annually over the
coming five years.

We continue to execute well in the UK and are one of
the market leaders in both our core products of SIP and
Cloud PBX. In SIP Trunking we have now increased our
market share to 31% in the UK. In Cloud PBX, we have
increased the number of seats from 435,000 to
522,000 which makes us the second in the market in
the UK with a share of 11%.

As a first stage in building a broader UCaa$S proposition,
we launched a suite of Collaboration services in the first
half of 2019. Gamma Collaborate launched as a fully
integrated bolt-on to our market leading Horizon
product and now has 9,000 users. We have also
launched a new integrated Gamma call recording
service and a Subscription Management Service, which
allows partners to better manage their estate of seats
onthe platform.

In November we bought Telsis for £4.3m which brings
additional development capability which will allow us to
launch a fully integrated contact centre module into our
UCaaS suite later in 2020.

Inthe Netherlands we have increased our number of Cloud
seats to 22,000. We have made a binding offer for Voz
Telecomin Spain which (if accepted by the shareholders)
will give us 40,000 Cloud PBX seats in the Spanish market.

By growing our base of SIP and Cloud customers and
developing new integrated modules we are able to
upsellinto our existing base as well as selling to end
users who require more functionality.

Where enterprise customers require the functionality of
Microsoft Teams, we have now launched a variant of our
SIP product which is technically better suited to Teams
and which has commercial wrap which will enable partners
to sell SIP more easily alongside Teams. We also acquired
Exactive in February 2020 which gives us the capability to
deploy Teams into customers who require this solution.

Our strategy builds on Gamma's strong
foundations and focuses on delivering
long-term sustainable growth from a
position of expertise and strength across
our core products and markets.

Build on our Fixed and Mobile Telecom strength to
differentiate our proposition from pure "Over the
Top" players (OTTs)

As part of our detailed analysis of the marketplace and
our long term strategy development during the year,
we reinforced our view that being able to offer a fully
integrated suite of connectivity products will be a key
differentiator for us from other Cloud PBX providers
who only offer an “over the top” software solution.

We continue to offer data access services (Broadband
and Ethernet) in the UK and we ended the year with
111,000 Broadband circuits and 13,900 Ethernet circuits.

The Business focused Data services market is
undergoing a change, driven by the investment in fibre
services from the current large players, BT and TalkTalk,
and new infrastructure providers such as CityFibre.
This is effectively developing a model where services
such as Fibre to the Premises ("FTTP") and Fibre to

the Cabinet ("FTTC") can provide high bandwidth
broadband services at a cost-effective price that

will meet the requirements of the majority of SME
businesses. Ethernet services will be used to support
larger SME / Midmarket customers and they will move
to higher bandwidth services which Ethernet offers to
future proof their requirements. Gamma continues to
work with BT, TalkTalk and other suppliers to ensure
that we can offer a full suite of high bandwidth services
to customers as the market evolves.

Annual Reportand Accounts 2019
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Chief Executive Officer's statement continued

Some users willaccess our service over mobile data links
(either in addition to or instead of fixed fibre). In the UK we
have an agreement with Three UK and started a project
to move to a new platform which will give customers
increased functionality (for example 5G) but at a reduced
cost to Gamma. We expect the new service to golive in
early 2021 and for cost savings to be recognised
towards the end of 2021.

Inthe Netherlands, we signed a long-term strategic
partnership with T-Systems in December 2018 which
has enabled us to strengthen our proposition and
market position with both our direct customers and
indirect channel partners. In the course of the first year
we have added 7,000 mobile users.

Expand to Europe to gain continued

growth and scale

We were disappointed with the performance of our
Dutch business in the first half of 2019 as the
announcement by the incumbent of the imminent
closure of ISDN as a product resulted in revenues falling
more rapidly than expected in this legacy part of the
business. However, performance was better in the
second half and our largest Dutch business (Dean One)
continues to increase its Cloud seats and Mobile
connections. Throughout 2019, we focused on
strengthening both our product and partner
proposition across the Dutch market. In order to
provide additional scale and capability, we also
acquired Nimsys in February 2019, which has
performed particularly well, and we are also happy with
the performance of Schiphol Connect.

As highlighted previously, we have made an offer to
acquire Voz Telecom, which is the fourth largest Cloud
PBX business in Spain (after the established telecoms
providers such as the Mobile Network Operators
"MNOs"). The acquisition of Voz Telecom will provide us
with an important foundation within a key cloud growth
market, which represents a key part of our European
expansion strategy. Voz Telecom supplies ¢40,000 Cloud
PBX seats which equates to a market share of c5%.

With an overall market size of c18m PBX seats (slightly
smaller than the UK market) and a cloud penetration of
only c5%, the Spanish market for Cloud PBX is forecast
to grow rapidly in the future.

We continue to monitor and assess other acquisition
opportunities in both the Dutch and Spanish markets,
which will complement and strengthen our positionin
both countries. In addition, and as part of our stated
strategy, we continue to assess acquisition opportunities
in both the German and French markets, both of which
are characterised with low cloud penetration levels and
significant future growth potential.

We do not expect Brexit to affect our plans for
expansion or, indeed, to have a materially detrimental
effect on the existing business.

Continue to build on our digital capabilities to
assure agility and sustain competitiveness

We continue to investin key programmes which will enable
our digital transformation.

Our strategic aim is to build a digital platform that will
enable us to manage our business and to serve our
customers more effectively and efficiently. The first
objective is to scale and grow economically by taking as
many manual processes out of our back-office systems.

14 Gamma Communications plc

We continued our expansion into Europe
with Nimsys in the Netherlands and
strengthened our UCaa$S suite with

the acquisition of Telsis.



The second objective is to maintain our position of
being easy to do business with. We will build systems
which will allow partners and end users to self order,
provision and serve.

In 2019 we deployed Release 1 of the "Gamma Hub", our
whole business digital platform that will underpin the
continued rapid growth of our direct business. Release
1is the foundation stage of a four-year programme that
will transform us into a digital-first organisation and
assure agility and sustain competitiveness through
intelligent automation and customer self-serve.

In this release, we delivered a single customer support
and ticketing platform supporting direct customers
across all our market segments, and all our products
and services, with a rich engagement and support tool
allowing us to create deeper more meaningful
relationships with each and every customer. In this
release we also deployed a new customer CRM with
market-leading sales and marketing automation
allowing us to track, nurture and develop opportunities
and customers, from our very first engagement,
through to in-life support.

In 2020 we will be implementing Release 2, which will
start to transform our customer delivery and service
management processes creating one seamless and
‘digitally connected’ experience across the whole
customer lifecycle. As part of this phase, we will

be streamlining our operating model to lay the
foundations for delivering a consistent, high quality
yet tailored service experience at scale across all
our customer segments.

People and diversity

During 2019, we surveyed our staff to understand the
values which underpin Gamma as an organisation.
We were delighted with the level of engagement

and response from our staff, and that a number

of common themes emerged across all groups of
staff at all locations. We have distilled all of these
contributions to agree Gamma's core Values:

Our values

* Aim high * Think differently

+ Consider others » Stronger together

These values were launched in early 2020 as part of a
companywide values program, which included a full
brand refresh and the launch of our new Gamma
websites. We also introduced a new company strapline
"Working Smarter, Together” which seeks to sum up
our aspirations as a business. In addition to this, we also
refurbished our offices across Gamma with a particular
focus on our Manchester and Glasgow offices.

Vision
Empower people to communicate and work
smarter, together.

Mission
To provide straightforward Cloud Communications

services for business, underpinned by a robust,
secure network.

Working smarter, together.

Environmental considerations

We take our responsibilities to the wider environment
seriously. As a business which is based on multiple
sites, we encourage our people not to travel but rather
to use our own collaborative communications tools
which both reduces our carbon emissions and
promotes employee wellbeing. One of our core values
is "Consider Others" and as part of this we aim to
reduce waste and to reduce our carbon footprint. We
are conscious of our power consumption and seek to
buy capital equipment which uses less power than the
legacyitemsitreplaces.

We are committed to social
responsibility and embed this
into our policies and practices.

Summary and outlook

| continue to be very pleased with the execution of both
our short-term business objectives and our longer-term
2023 strategy, which we outlined during January 2019
—the businessisin good shape and our outlook is
positive. We have a robust business model with a high
level of recurring revenue and margin, and we continue
to stay focused on developing the products and services
which enable our customers and our channel partners to
be successful and win market share in their respective
markets. We continue to see competition across all core
market segments, including the UCaaS, data and mobile
product areas, where we believe we will see continued
price pressure. However, the quality and competitiveness
of our products and the strength of our direct and
indirect channel businesses provides confidence that
we will continue to execute against our commitments.

Throughout 2020 we will build on each of our
strategic pillars:

* InUCaaS we will strengthen our partner and
end-customer proposition through the launch our
fully integrated cloud contact centre module and
continue to develop the roadmap for our UCaaS
product suite.

* We will work with our strategic partners to deliver
quality access technologies (ethernet, broadband
and mobile) at competitive prices

* We will continue to build our business in the
Netherlands and continue to look for additional
opportunities to further develop our business across
continental Europe.

* We will develop our portals internally and externally
to give our customers and staff the best digital
experience within our industry.

As a final point, | would like to personally thank our staff,
partners and customers for their contribution and
ongoing support. Our performance during 2019 has
been strong, and we remain optimistic about Gamma's
future growth prospects.

The Chairman's statement provides our current
assessment of the impact of Covid-19 on our
future performance.

Andrew Taylor
Chief Executive Officer

Annual Reportand Accounts 2019
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Our strategy

A strategy driven by
an engaging culture

16

Cloud Telephony and UCaaS

L
Nl

Evolve our strong
Cloud telephony
position into the
UCaaS market

Fixed and Mobile Telecom

Our focus

Having established market leading positions
in both the SIP and Hosted PBX markets, our
focusis to build on that position and take
advantage of the emerging Unified
Communications as a Service market. This
requires us to add both team collaboration
(Instant messaging, Video conferencing,
Screen Share) and Multi-Channel customer
contact products and services. In both cases
these need to be integrated with our core

Hosted PBX and SIP offerings, underpinned by

our fixed and mobile network solutions.

Achievement

In April 2019 we launched our first full UCaaS
service called Collaborate, which is integrated
to our Horizon hosted PBX product. This
service provides Horizon users the ability to
set up conference calls, supported by video
and screen share capabilities. In November
we acquired Telsis which provides us with
development capabilities required to build
and support Multi-Channel customer contact
services for the SME market.

Future Priorities

Our priority for 2020 is to launch a Multi-Channel
contact centre solution integrated with our
Horizon platform targeted at the SME market.
We are also building on our development
capabilities to assure a strong product roadmap
for our UCaaS product portfolio.

00

Associated risks: DO G

Relevant KPIs:

r)
AR

Build on our Fixed
and Mobile
Telecom strength
to differentiate our
proposition from
pure OTTs

Gamma Communications plc

Our focus

In anticipation of the forecasted market shift
from low end Ethernet to high speed
Broadband our focus is on strengthening our
Broadband proposition and adding value into
these services. At the same time, we have to
assure we are competitive in high speed
Ethernet services. Whilst the mobile market is
relatively flat, we anticipate significant
disruption through the launch of 5G services
and ‘Unlimited’ data bundles. This reinforces
our decision in 2018 to move to a light MVNO
model with an appropriate partnership model
that allowed us to exploit this disruption.

Achievement

In November 2019 we announced the
partnership agreement with Three UK that
supports a smooth transition from our current
operating model onto their 5G-ready network.
Work is well underway to provide the
technologies to effect this transition and
establish the new operating model.

Future Priorities

Our priority in 2020 is to complete the
implementation of the new operating model
with Three and have commenced the
migration of customers to the new platform.
It should be noted that this is largely a
background system process with minimal
customer disruption.

We are looking to enhance our Broadband
proposition during 2020 whilst assuring we are
competitive for the provision of Ethernet
services.

000

Associated risks: 58

Relevant KPIs:




Company Expansion

Key to KPIs
@ Revenue
@ Gross profit

© Gross profit margin

O EBITDA
@ Cash

@ Cash generated by operations

@EPS
O Adjusted EPS

KPIs —>

See pages 18-21

Key to risks
1 Information and cyber security

2 QOperational - Unplanned
service disruption

3 Customer service experience
4 Supplier

5 Market landscape

6 Legalandregulatory

7 Our people

8 M&A and climate change

Risks >
See pages 22-27

O
O

Expand into
Europe to gain
continued growth
and scale

Digital Progression

Our focus

There are a number of large European markets
where the adoption of Cloud communications
services is at amuch lower level of penetration
than the UK. Whilst each country will have its
own unique reasons for this, we believe that
the advent of UCaa$S and the shift to desktop
and mobile applications for communication in
all forms, will be a new and disruptive driver for
the adoption of Cloud-based services. Our
focusis to gain a position in relevant markets
through acquisition and leverage of our UK
experience to gain significant market share
through organic and inorganic growth.

Achievement

Following the acquisition of the DX Groep

in the Netherlands in 2018 we subsequently
acquired Nimsys in February 2019. We also
initiated a structured process to identify
and prioritise potential acquisitions in three
other markets.

Future priorities

We are focused on continuing to identify
potential new acquisitions and conclude deals
in the primary markets we are interested in.

006000

Associated risks: 578

Relevant KPIs:

=
Continue to build
on our digital
capabilities to
assure agility

and sustain
competitiveness

Our focus

To ensure that we have straightforward sales,
service management and product user
interfaces which align with customer
expectations and differentiate our overall
proposition, whilst at the same time

allowing us to optimise our operating

model and grow efficiently.

Achievement

In March 2019 we launched a new Digital
platform for our Direct business that supports
the ordering and support of our services.

Future priorities

As we evolve our UCaa$S products and services
we are placing particular emphasis on building
the appropriate design and development
capability to assure these services have

the most effective user experience for both
channel partners and users of our services.
We will continue to build out our digital
platform for our Direct business enabling us to
scale effectively and align with our customers'
service management requirements.

0000

Associated risks: 2 5

Relevant KPIs:
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Our Key performance indicators

Key performance indicators

The assessment of our KPIs, their link to our strategy, movement
in the year and their progression is described in the table below.

Revenue (Em)

£328.9m

Definition

Gross profit (Em)

£166.5m

Definition

(<]
g Revenue from sales made to all customers Revenue less cost of sales.
o ® (excluding intra-group sales which eliminate
§ on consolidation). = Progress
5 o Gross profit has continued to grow as a
Q Progress o result of increased revenue and efficiencies
o Revenue has grown by 15% year on year as a = achieved as a result of building our digital
result of strong growth in our key products in S capabilities such as the new Digital platform
the UK of SIP Trunking (units increased by for the direct business that supports
19%) and Cloud PBC (units increased by 20%). ordering and support of our services.
Outlook Outlook
Growth. Growth.
~ o ~ e
R IR B SIS
Gross margin (%) EBITDA (Em)
50.6% £62.6m
© Definition © Definition
= ) Gross profit as a percentage of revenue. R Earnings before interest, taxation,
S ] depreciation, gains and losses on disposal
~ Progress of fixed assets and amortisation, but after
Revenue has grown by a larger amount than 3 exceptional items.
cost of sales. ~
Progress
Outlook 2 Exceptional items related to contingent
Continued growth but expected to slow as ® consideration adjustment for Nimsys which
the product mix of strategic and enabling is performing above original estimates.
versus traditional tends to an equilibrium.
Outlook
Continued growth.
gl - © roo K
R IR B R & K
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Cash (Em)

£53.9m

Cash generated by operations (Em)

£54.0m

o Definition Definition
o Cash and cash equivalents held at the end Net cash flows from operating activities
of the year. before tax.
Progress © Progress
= Gamma continues to maintain a high < Operational cash flow has continued to
0 cash level while exploring opportunities increase.
© for expansion. -
«© ] Outlook
Outlook Expected to grow in line with EBITDA — cash
The Group intends to maintain a cash conversion is expected to remain strong.
balance at this level subject to any
acquisition opportunities that may arise.
=y 2 =
SHEI < S B
EPS (p) Adjusted EPS (p)

36.1p

240

2017

300

2018

36.1

2019

Definition
Earnings after tax divided by the fully diluted
number of shares.

Progress

The increase in earnings is as a result of
increased revenue and greater efficiencies
in margin.

Outlook
Expected to grow in the absence of any
unforeseen events.

40.8p

PN

2017

303

2018

40.8

2019

Definition
Adjusted earnings after tax divided by the
fully diluted number of shares.

Progress

Adjustments to earnings include in the
current year amortisation arising on
business compensation, exceptional and
related tax benefits.

Outlook
Continued growth.
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Our Key performance indicators continued

Performance metrics

The assessment of our KPIs, their link to our strategy, movement
in the year and their progression is described in the table below.

Number of hosted
seats ('000s)

522

Definition
Number of billed seats at the end of the year
on all of the Cloud PBX products.

Progress
We have achieved growth from prior year
as planned.

Outlook
Continued growth.

Number of SIP
channels ('000s)

1,076

Definition
Number of billed SIP channels at the end of
the year.

Progress
We have continued to grow our number of
SIP channels during the year

Outlook
Continued growth.

Network
availability (%)

99.997%

Definition
Availability of strategic platforms.
Progress

The network has continued to have strong
availability throughout the year.

Outlook
Similar.

R&D
spend (Em)

£11.3m

Definition

The sum of research costs expensed through
the statement of comprehensive income and
capital expenditure on development costs in
intangibles during the year.

Progress
We have continued to investinresearch
and development.

Outlook
Continued investment.
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Direct customer Indirect strategic and enabling
profile as a percentage of total revenue (%)

199 56.8%

Definition — Definition
Number of direct customers generating =N < Revenue from strategic products (Inbound,
monthly revenues of above £5,000 at the = SIP Trunking and Cloud PBX) and enabling
end of the year. products (Ethernet, Broadband and Mobile)
within the indirect business (the main
Progress revenue segment) as a percentage of total
We have increased the number of direct
. revenue.
customers generating monthly revenue of
above £5,000. Progress
Overall revenue has grown; we have grown
Outlook ) .
. our key products in the UK of SIP Trunking
Continued growth.
by 19%.
Outlook
~f 0o Growth.
oflclo
N N N
Net Promoter Score Net Promoter Score
Direct (%) Indirect (%)
41% 40%
Definition © Definition
The Net Promoter Score of arandom > Q The Net Promoter Score of arandom
selection of direct customers measured = selection of indirect customers measured
quarterly and averaged over the year. quarterly and average over the year.
Progress Progress
We continued to maintain a score above We continued to maintain a score above
40%, which is considered a "good"” score. 40%, which is considered a "good” score.
Outlook Outlook
Similar. Similar.
M~ (o0} D
ofllclo
N N N
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Risk management

Understanding the risks
that affect the Group

ThlS SeCthﬂ descrlbes Risk management framework

the principal risks that

could have a material

adverse impact on the

Group and hOW those Data Protection Committee Executive Directors
risks are identified,

evaluated and managed.

Risk Management Process

Identification —> Evaluation - Monitoring — Mitigation

Risk Champions

How we manage risk

Gamma operates a robust and well-established
structure for the management of risk in each area of
its business. This process includes the identification,
evaluation and scoring of risks based on the likelihood
of occurrence, the potential impact, and the adequacy
of the mitigation or control actions in place. Each
generic area of risk has clearly assigned accountability
within the senior leadership team with reporting lines
to the CEO and ultimately the Board.

Arisk register is maintained which includes all identified
risks, their scores, prioritisation and the status of
existing controls and mitigations and further actions in
progress. Risk management happens at multiple levels
within the organisation, supported through a network
of nominated people we call ‘Risk Champions'. These
people are actively encouraged to identify and assess
risk across the business and this structure, coupled
with the 'top-down’ governance enables a business-
wide approach to the way the Company manages

risk. In this way, a culture of risk awareness and risk
management is embedded throughout the organisation.
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Our risk governance

The Board has overall responsibility for the
establishment and oversight of the Group's risk
management framework, for ensuring that an
appropriate risk management culture exists within
the organisation, and for ensuring the effective
identification, assessment and management of
individual risks.

In order to assistin this process, with respect to
non-financial risk, the Board has established a Group
Risk Committee under the Chairmanship of Martin Lea,
Independent Non-Executive Director. In addition

to its Chairman, the Risk Committee comprises the
Company's Chairman, two independent Non-Executive
Directors, the CEO and the Group Operations Director.
It generally meets quarterly or as otherwise required.
The main tasks of the Risk Committee are to:

* ensure the Company has an appropriate and
effective risk management and control system;

* ensure that thereis a systemin place for scanning
the environment for new risks; and

* determine the nature and extent of the principal
risks and agree with management how they will be
managed or mitigated.

Reporting to the CEO and ultimately the Board, the
senior leadership team provides executive level
governance of the risk management framework and the
associated prioritisation of risk mitigation activities. In
addition to this, a subset of the senior leadership team
forms a 'Data Protection Committee’ with a specific
focus onrisks related to information security and
obligations under the GDPR. This committee meets
quarterly to assess the current and future risk profile
associated with our strategy and other external factors.

Gamma utilises certified frameworks for the
management of risk related to information security
(ISO 27001), business continuity (ISO 22301) and
environmental management (ISO 14001).

Gamma has a series of policies regarding anti-
corruption/anti-bribery, human rights and wider
environmental and social matters; but the Board does
not consider there to be significant risks in these areas.
There is also a whistleblowing policy in place.

The risk management process

Within the Risk Management Governance Framework,
Gamma has a well-established process for managing
risk. The process follows four simple steps.

* ldentification — Risks can be identified at every level
within the organisation and simple online templates
are available with supporting guidelines.

» Evaluation - Enables the initial potential impact
assessment, the likelihood and proximity and
subsequent priority of a risk.

* Monitoring — Ongoing review and re-evaluation of a
risk, with the frequency determined by the relative
impact, likelihood and proximity.

* Mitigation — Risk owners are assigned and action
plans developed and implemented. Robust risk
mitigation strategies are subject to regular and
rigorous review.

The Risk Committee undertakes a quarterly review

of the risk register and in particular the number and
status of the principal risks and progress with the
implementation of any mitigation plans. In addition, the
Committee receives reports on any material incidents,
their root causes and mitigating actions; the results of
regular cyber security related testing; and updates from
the Chief Information Security Officer and other
members of the senior leadership team.

Risk appetite

The Company's risk appetite is reflected in the way
itassesses, scores, ranks and then manages
individual risks.

As a service provider which provides mission critical
services to business customers, the Company has a
very low risk appetite for anything that could severely
disrupt the level and quality of service provided to its
customers, or that could give rise to regulatory or legal
risks or that could result in a material level of
reputational risk.

As a commercial organisation the Company
understands that it must accept and then manage
certain levels of risk associated with planned growth.
This primarily means accepting the inherent risks in
taking on large commercial contracts, moving into
non-UK geographic territories, making acquisitions and
continuing to develop and introduce new products. As
the Company continues to build its experience and that
of its people, then the level of risk associated with any
particular growth initiative will naturally reduce.
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Our principal risks

Our principal risks and
how we mitigate them

The assessment of our principal areas of risk, their link
to our strategy, movement in the year and how we seek
to mitigate them are described in the table below.

Information and
cyber security

Risk impact: High
Change on prior year <
Relevant strategy: 000

Description

By its very nature, our network infrastructure
provides customers with open access to the
internet and global voice networks. As such
there is arisk from cyber threat and telephony
fraud, as well as to the physical infrastructure.
Over the last few years the profile around
cyber security has changed significantly,
including the introduction of GDPR regulation
and its associated controls.

Potential impact

A breach of security could have a significant
impact on the Group's reputation and in some
cases also impact its commercial position.
Potential fines could also be enforced if the
Company was found to be in breach of its
obligations relating to the GDPR.

Mitigating actions

Gamma continues to adapt its governance structure to
ensure best practice is followed in the identification and
management of information and cyber security risks.
This includes: increased frequency and broadened
scope of both routine and bespoke penetration testing;
mandated cyber security training for all our employees;
dedicated security roles to track how cyber threats are
evolving and are best detected; and Board visibility of
the 'health’ of the governance structure.

The Company is represented in various Industry forums
to ensure we are fully aware of new areas of risk,
methods employed by malicious actors and best
practice in the identification and mitigation of risk.

The Company's fraud management applications aim to
identify unusual voice traffic patterns quickly and we
have a 24/7 operational capability to then assess and
mitigate the risk.

Gamma's core infrastructure and operating capability is
certified under ISO 27001 for security.

In response to the changing profile of information and
cyber security risk the Company has recently adapted
its governance structure to include a ‘Data Protection
Committee’ which provides senior leadership team
oversight of the principal risks in this area.

Unplanned service

disruption

Risk impact: High
Change on prior year <
Relevant strategy: 000

Description

Reliable, high-quality voice and data services
are critical to any business and are the core
components of Gamma's products and
strategy. Therefore, maintaining very high
levels of service availability is central to its
credibility, competitive positioning, and its
financial performance. This is particularly so
as it serves the business market.

Potential impact

If Gamma's network and systems perform
below the market expectations then this could
have a directimpact on product and revenue
growth through reputational impact and could
alsoresultin increased operating costs.

Mitigating actions

Gamma operates a comprehensive operational
governance framework to manage the availability and
performance of its services. This includes the design and
architecture of the network, product platforms, capacity
planning, change management, security, and business
continuity planning and rehearsals, incident management
and monitoring. This structure is subject to external audit
viaour ISO 27001, 1SO 22301 and ND 1643 certifications.

There is a mature Incident Management process that is
rehearsed on a regular basis. This capability is available
24x7x365 and ensures that we can immediately
respond to events that may impact the performance of
the services we provide to our customers.

The Company has established an Emergency
Communications Committee as part of the
communications process which is initiated during any
major service incident. This committee ensures that
the Company maintains effective communication both
internally and externally with customers, suppliers and
where necessary the media and regulatory bodies (the
latter supported by specialist agencies). This process is
rehearsed at least once a year.
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Key to strategy

© Cloud Telephony and UCaaS
Evolve our strong Cloud telephony position into
the UCaaS market

@ Fixed and Mobile Telecom
Build on our Fixed and Mobile Telecom strength
to differentiate our proposition from pure OTTs

© Company Expansion
Expand into Europe to gain continued growth
and scale

O Digital progression
Continue to build on our digital capabilities
to assure agility and sustain competitiveness

Our strategy —>
See pages 16-17

Key to change inrisk profile

T Risk profile increase year on year
<> Risk profile no change year on year
| Risk profile decrease year on year

Risks >
See pages 22-27

Customer Service Description Mitigating actions
Experience Communications services are critical to Gamma has a comprehensive service development
— - business customers. Maintaining an strategy that captures customer feedback and seeks to
Riskimpact: High exceptionally high-quality overarching best align the supportinterfaces (system and human)
Change on prior year < customer service experience is critical to with the needs of customers. This strategy delivers
Relevant strategy: @® Gamma'sreputation, competitive positionand  tools to put customers in control, digital training
ongoing financial success. This includes as material and specific customer service training for
examples: the ability for our channel partners customer support teams. The objective is to eliminate
and direct customers to easily place orders; to  any cause of frustration and ensure any customer
activate services on time; and to be able to interaction is as straightforward as possible.
access effective administrative or technical . )
support quickly and easily, with all aspects In te:rms of governance, there is amonthly Operalt|onal
; . ) ) Review chaired by the Chief Strategy and Operating
increasingly taking advantage of the available ! :
digital platforms and user interfaces. Offlper that reviews performance across aIIlparts of the
business. This forum has its own action register to track
Potential impact through any improvements highlighted.
Delivering poor customer service has two
potential impacts: firstly, on the Company's
ability to sustain and grow revenues; and
secondly, dealing with failure increases the
costs of the support operation.
Supplier Description Mitigating actions
— The business relies on a number of key Where possible, the business avoids reliance upon a
Risk impact: Moderate o hpliers to provide elements of its products single supplier for a particular element of its service
Change on prior year T andservices. For example, access circuits proposition and governance is in place to ensure key
Relevant strategy: ®® purchase from other operators to connect to supplier contracts have appropriate clauses in place to

customer premises, and equipment from
various hardware and software suppliers that
facilitate the provision of Gamma's services.

Potential impact
Failure of one of these suppliers to perform may
have animpact on our ability to deliver products

and services within the UK and European markets.

Therisk profile has increased year on year, due
to the strategic plans to expand into Europe.
Through this expansion, there is a high
likelihood that the number of key suppliers will
increase to grow within new geographies.

assure their performance. Suppliers of important
services are monitored carefully and are subject to
regular operational reviews which include adherence to
Gamma's information security requirements and
broader service KPIs. The Risk Committee reviews the
most significant risks and the status of related
mitigation projects quarterly.
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Our principal risks continued

Market landscape

Risk impact: Moderate
Change on prior year <
Relevant strategy: 00

Description

New entrants or existing service providers
could extend orimprove their product capability
to compete directly with Gamma's products and
services. The communications market is
constantly evolving both in terms of the
available technologies and also in terms of how
people prefer to purchase certain products.

Potential impact

Growing competition may dilute the addressable
market, and slow down the rate of growth. If the
Company does not at least keep pace with the
evolving market then our plans for revenue
growth may be negatively impacted.

Mitigating actions

We aim to provide products and supporting services
which are more attractive to our customers than those
of our competitors. The planning, development and
marketing of products and customer service that
Gamma provides are closely aligned to the evolution of
market demand and of relevant technologies.

The Company periodically undertakes a major strategy
review, across products, new and current markets and
geographies, the overarching objective of which is to
ensure we remain competitive in our key markets and to
identify new opportunities for further growth in terms of
markets, products and service experience.

Legal and regulatory

Description
The UK's telecommunications sector does not

Potential impact
The primary potential impact of new decisions would be

Riskimpact: Low have a’‘licence’ requirement; it operates under changes to buy and sell prices for products and the
Change on prior year < aGeneral Authorisation regime whereby, in processes Gamma uses for some transactions e.g. when
Relevant strategy: ®® combinationwithrelevant UK and European customers switch providers. Should these activities be
statute, the sector’'s regulator outlines the found to be in breach of the requirements of our General
required compliance which is presumed from Authorisation, the primary impact would be the cost of
telecommunications companies such as negative publicity and any financial penalty levied.
Gamma. Our activities can be impacted by the . .
- L Mitigating actions
decisions of relevant legislative, regulatory or - L A )
S . ) . Gamma mitigates this risk by continuing to monitor
judicial bodies both domestically and in the . o . . .
A likely legislative or regulatory changes; assessing their
European Union. ) o . .
risk and potential impact, and regularly engaging with
regulators as appropriate.
Our people Description Mitigating actions
— - The business has grown rapidly over the lastfew ~ We have a well-established team and a reputation for
Riskimpact: Low years, and so far has experienced low staff being a good employer. For example, in 2019, Gamma
Change on prior year < turnover,and generally has been ableto develop ~ came 87th in the 'The Sunday Times Top 100 Best
Relevantstrategy: ©@@®®®@  Or recruitthe number and quality of staff Companies to Work For' ranking. This process involved
required to support our strategic development. a comprehensive staff survey, the feedback from which
There is a risk to continued growth, product is actively reviewed and addressed. by the semor
) ) : management team. The Company is also committed to
portfolio expansion, and entry into new markets, )
. . ; the People Agenda, with focus on development and
if the business cannot attract, develop, and retain : ) .
) . h leadership programmes, succession planning as well as
people of the required skilland experience. : A
effective employee engagement initiatives.
Potential impact Furthermore, we have a collaborative culture and a
Loss of key individuals or an inability to recruit well-defined set of people-oriented values that help to
the required quantity or quality of people could  make us an attractive employer.
have an impact on the future growth of the
business or the quality of services provided.
M&A Description Mitigating actions
— - Acquisition of new businesses, particularly In order to reduce the risks associated with
Risk impact: Moderate  10se in different countries introduces both acquisitions: pre-purchase, Gamma applies adequate
Change on prior year 1 financial and operational risk. These can arise, ~ specialist resource to due diligence, negotiation, and
Relevant strategy: @ forinstance, throughincomplete due contractual preparation; post-purchase, adequate

diligence, management distraction, failure of
acquired businesses to deliver to their
forecasts, misunderstandings due to differing
languages and cultures.

Potential impact

These could include: failure to achieve
expected financial performance; operational
problems which could create reputational
damage; distraction of management so
opportunities are lost in the existing business.

26 Gamma Communications plc
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Climate Change

Risk impact: Low
Change on prior year T
Relevant strategy: n/a

Description

Climate change has both immediate effects
and progressive, long-term effects on the risk
profile of businesses. Short-term effects
include the increasing frequency of extreme
weather events (wind/rain/flood); they may
include step changes in costs (taxation on
emissions); and will mean that certain sectors
of industry find their business models difficult
to sustain.

Potential impact

The impact of climate change risks on Gamma
is assessed as low. Extreme weather risks are
mitigated via existing resilience plans.
Gamma's energy costs are a small proportion
of its costs and likely regulatory interventions
are seen as manageable. The progressive
effects on certain industry sectors are not
expected to have a material negative effect
given the diverse nature of Gamma's customer
base. In fact, overall climate change is believed
to be an opportunity for Gamma since its
products will help customers avoid travel.

Mitigating actions

Gamma already has business continuity plansin
accordance with ISO 22301. For instance, Gamma has
provided laptops to all staff with a secure connection to
the corporate network. Internal systems such as email,
network monitoring and customer support tools are
available to staff when working remotely. Weather
forecasts are monitored closely and in the event of
extreme weather, communications procedures are
initiated to notify all staff. Gamma has also installed
back-up generators at key network and customer
support sites to mitigate the risk of power cuts.

Transitory risks

The following are viewed as transitory risks which carry a potential impact to the business as opposed
to permanentrisk features, and as such notincluded in the main table, however Gamma believe they

are important to comment upon.

Covid-19 The Covid-19 virus has had an impact If a major outbreak occurred in the UK: staff may be
on economic activity. required to self-quarantine at home; staff may be lost
. . or become sick for extended periods; and volumes of
Theimpact couldinclude delays and .
. . new sales may be restricted because Gamma staff and
suspension of hardware supply chain . ,
; its resellers’ staff are unable to meet customer staff.
(certain computer or telephone hardware
is supplied to customers as part of certain Gammais certified to the ISO 22301 business
product packages). Suspension of the continuity standard and as such the business is fully
hardware supply chain would limit new sales of ~ prepared for site closures and remote working should
these packages, but would not affect Gamma's  this be required and as such Gamma views the risk of
ability to provide communications services to any disruption to customer services as minimal.
existing customers. Gamma is also working closely with technology
partners to assure continuity of hardware supply
across our products and services.
Brexit Gamma's main exposure is to the possible

reduction in overall UK economic activity.
In 2019, extra hardware stock (for supply to
customers with certain product packages)
was acquired ahead of the anticipated 'hard
Brexit' dates.

The riskimpactincluded in the above tables are described as if no mitigating actions are taken.
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Business review

Connected
communication
solutions

We supply a broad range of simplified communications and software
services to small, medium and large sized business customers,
both through our large network of channel partners and direct.

Proportion of sales

O UK Indirect
O Our primary route to market, the channel, is at the heart of what we
do. Providing services to channel partners, with the partner owning

the end customer contract and the relationship.

O UK Direct
O Gamma supports a number of direct customer relationships,
focusing on customers where they are looking for a contract with

the network operator. The UK Direct business supports the
requirements of Enterprises, Mid Markets and Public Sector
organisations.

O Overseas
O This division consists of sales made in the Netherlands, by DX
Groep B. V. and its subsidiary companies. We provide services to

both channel partners and directly to the end customer.
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Revenue:

£230.1Tm
+9.3%

.«138

»

UK Indirect

In 2019 Gamma's indirect business has shown robust
growth in margin, units, and market share for key service
areas of Cloud PBX, SIP Trunking, and Connectivity.
Revenue increased by 9% to £230.1min 2019, and gross
profitrose to £119.1min 2019, an increase of 22%.
Gamma remains well placed in a competitive market as
our revenue and costs are spread across a spectrum of
services, not just connectivity. This approach means
re-sign rates remain high, and churn is stable across
both Ethernet and Broadband, while creative pricing

has driven gross adds.

Our partners are beginning to provide greater
integration of these services for their end users, and
this will continue in 2020. Gamma is uniquely positioned
to provide some of these integrations ready-made, with
access to APIs across the product set where modular
consumption is preferred.

The Gamma Portal continues to be a key differentiator,
making us first choice within our partner community
due to the high level of control and ownership it
provides. We have expanded the content and capability
of our eLearning ("Gamma Academy") and eMarketing
("Gamma Accelerate”) platforms. The Gamma Academy,
provides partners with a comprehensive set of support,
training and product tools. Individuals in the channel
community undertook over 19,992 courses in 2019,
anincrease on over 16,000in 2018. The Gamma
Accelerate portal allows partners to access and
customise marketing material, generate new leads, and
engage with prospects and customers. In 2019, more
than 800 partners used the system, and there was a
10% increase on 2018 for marketing campaigns run.

Our partner programme has grown to over 60 partners
across both Gold and Platinum tiers and we continue to
evolve the programme whilst protecting its exclusivity.

In 2019 we launched Technical Alliance programme to
reward partners commitment to Gamma for their chosen
products and to ensure that relevant support and
provisioning staff are fully trained, qualified and engaged.

Daryl Pile
Managing Director — UK Indirect

“The continued success of Gamma's indirect
business unit reflects that over 1,000 partners

in our channel community decide to place their
business with us, something we will never take
for granted. We continue to enable our partners
through intuitive portals and APIs, whilst
ensuring that our service portfolio, development
roadmap, and acquisitions drive the value of our
channel partners, businesses and Gamma.”

We are particularly pleased to have increased our
market share of SIP Trunking services againin 2019.
Approximately 30% of orders have taken the
supplementary “SIP Trunk Call Manager” service adding
valuable Cloud-based call management features to
complement the connected voice services. We also
began trials of our fully integrated Microsoft Teams
Direct Routing capability, enabling partners to monetise
the SIP and call bundle opportunity within the rapidly
growing Microsoft Teams community.

Sales of our Cloud PBX product, Horizon, have remained
strong in a marketplace that now has over 100 vendors
catering to the SME customer. Gamma'’s scalability,
easy to use digital portals and end-to-end proposition
enable it to compete in a market where barriers to entry
have fallen dramatically. In 2019 we launched our
UCaaS service, Collaborate, which exceeded our
expectations with a 7% attachment rate on new orders.
Following the acquisition of Telsis in November, we aim
to enhance this UCaaS capability throughout 2020, and
expectitsimpact to be anincrease in average customer
size on Horizon.

We have seen operational efficiencies following the roll
out of new regional based account management teams;
account manager locations now match their partner
base, promoting both time and environmental
efficiencies. For the third consecutive year, we have
seen adecrease in the number of accounts per head
giving each account a more tailored approach.

Looking ahead, we are uniquely positioned to increase
market share across our product lines, with Mobile
representing an immediate opportunity to continue the
strong net growth we have seen. The focus for the
indirect channel continues to reflect our core strategic
objectives: building out our UCaa$S proposition
differentiated by fixed and mobile capabilities; and
enabling our partners with an evolving set of digital
platforms to help them grow their business. This will
drive our success as we deliver disruptive, high-quality
propositions in existing and targeted new markets.

Gross profit Increase

£119.1m +222%

Key channel partners we work with:
Arrow

Maintel

Southern Communications

Focus Group
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Business review continued

Revenue:

£83.6m
+179%

UK Direct

Our direct business continues to grow, contributing
revenues of £83.6m (2018: £70.9m) and gross profit of
£38.2m (2018: £32.8m), up 18% and 17% respectively.
We achieved good growth across all our market
segments, but our focus on larger customers saw our
revenue from the Enterprise business grow by 30%.

We achieved another strong year of contract award,
securing £92.3min 2019, slightly down on 2018 which
was swollen by a single large contract. The most
pleasing aspect of this order performance was that
36% can be attributed to customers adding more
products or services to their existing agreement,
demonstrating a high level of customer satisfaction and
our focus on cross-selling new products and services
to our current customers.

As a customer-centric organisation, the happiness of
our customers is everything to us. During 2019 our
average Net Promoter Score remained at 41% which is
a testament to this effort and focus, and a key factor in
why we also re-secured some £27.4m of contracts with
existing customers including our very large financial
institution which extended and expanded its managed
SIP platform and for a further 30 months.

As planned, we launched The Gamma Hub in early 2019
our end-to-end digital platform which has dramatically
improved customer engagement. Further releases are
scheduled for 2020 that, when deployed across our
direct business will provide a single end-to-end system
providing customers with a leading digital experience
and greatly simplify our delivery and support models.

Enterprise — It has been a good year for the Enterprise
business unit with a strong year of sales growth
securing £41m of new contracted revenues with leading
organisations such as Inchcape plc and David Lloyd for
data services and BUPA for UCaaS services. This
momentum was primarily due to our Managed Service
model that provides customers access to both the
latest technologies, such as UCaaS and SDWAN, while
complemented with solutions that are optimised,
managed and tailored at scale. In addition, we were
delighted to re-sign several managed services
contracts for further business, including international
sandwich shop chain Pret a Manager who extended and
upgraded their extensive data network with us for a
further 36 months.

David Macfarlane
Managing Director — UK Direct

“"We continue to grow our presence in
a challenging market. This is down to a
combination of our market-leading products
and services combined with our excellent
and consistent customer service. Year over
year, our existing customers are contracting
more and more of their communications
estates with Gamma.”
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Public Sector — We successfully awarded access to the
Crown Commercial's Network Services 2 framework
(RM3808) for all ten lots that that were applied for. This
will allow us to continue to supply the UK public sector
with all Gamma's data, voice or mobile services, by either
direct award or via a competitive tender process. We
additionally became accredited suppliers on Crown
Commercial G-Cloud 11 for UCaaS, CCaaS and SIP
Services. Despite the challenging backdrop of Brexit, the
original network services framework expiry and general
budget uncertainty in the sector, our focus on central
government provided positive returns with key contract
awards, including HMRC and Public Health England who
both selected Gamma for large-scale SIP deployments,
and the HM Land Registry also awarded us theirinbound
services. We also had a good proportion of new contract
wins across NHS Health, Education, Local government
and the Social Housing Sector.

Mid-Market - In the mid-market growth has also been
strong and 2019 saw us continue our strategy of focusing
on the upper end of the SME market, although this creates
alonger sales cycle, contracts awarded are larger, for
longer duration and are for typically for multiple products
or services. To this end, our team secured new multiyear
SIP contracts with Hogg Robinson and Heathrow Airport,
International Law firm Hill Dickenson, selected our
Microsoft Team Direct Routing service to support their
UCaaS deployment. Looking after customers is our
passion, and when they re-sign or, better still, expand their
agreement with us this is testament to the service we
provide. To this end, Hidden Hearing and an existing voice
customer awarded us a multiyear contract to connectits
300 sites with data and voice services.

The Loop — Our Manchester fibre network, The Loop, has
continued to expand its fibre presence across the Greater
Manchester region and now connects more than 70
commercial multi-occupier buildings as well as all of the
leading data centres. The network now stretches over
87km through the commercial centres of Manchester,
Trafford and Salford with more than 187km of fibre cabling.
Itis a strategic provider of critical infrastructure to a
number of leading organisations in the private and public
sector, including Equinix, Peel, the NHS and Manchester
City Counciland 2019 signed a consolidated five-year
contract with MCDA, Manchester City Council's Media
Assets holding company to provide fibre and internet to
Sharp, Space Studios and the new Arbeta building.

Increase

+16.5%

Gross profit

£38.2m

Customer examples
HMRC

Hidden Hearing

BUPA

PretaManger

JIsC




Revenue:

£15.2m
+3471%

4

Overseas

DX Groep

2019 proved to be a transitional year for the DX Groep.
In February, the acquisition of Nimsys was completed.
Nimsys specialise in offering IT and telecommunication
services to the multi-tenant building sector and their
customers include the likes of Spaces and HNK. Nimsys
adds market breadth to the group in a rapidly growing
sector. Our overseas group has contributed £15.2m to
revenue in the year and £9.2m to gross profit.

Nimsys

Since the acquisition of Nimsys in February, the
company has shown strong organic growth. There were
two clear reasons for this; the firstis the strong market
sector growth for multi-tenant buildings, and the
second is the success and growth rate of one of its
larger customers across the Netherlands. Looking
ahead into 2020, continued growth is expected in both
these areas driven by the lack of office space in and
around Amsterdam.

Focus for 2020 will be on continued growth and on the
integration with Schiphol Connect.

Schiphol Connect

2019 was a strong year in terms of performance for
Schiphol Connect. We continued to perform well,
building on offering high availability and value-added
services to its customer base. This was driven by a
number of factors;

Firstly, the migration of customers, voice services from
another service provider to a Dean One offering
assured cost efficiencies across the group. Secondly,
the team were successful in winning a number of large
international customers.

Focus for 2020 will be on the integration with Nimsys
(as above), with key consideration given toward how
best to rationalise suppliers, service our customers
and grow our footprint.

Dean One

During the year, Dean One's growth was affected by the
ISDN switch-off in the Netherlands, which impacted the
first half performance and resulted in an impairment
onthe intangible assets recognised on acquisition.

Willem van Ingen
Managing Director — Dean One

"We are pleased to have completed our first full
year as part of the Gamma Group. We have
successfully acquired Nimsys which adds market
breadth to the group in a rapidly growing sector.”

On a positive note, clear progress has been made in
developing the Cloud PBX offering. It has a brand-new
look and feel user interface, plus a much richer
feature-set; however, much of the work has been
centred around making the platform technically able to
support much faster deployment of additional features
(which bodes well for future releases). This new service
was launched to the wholesale partners in January and
Q1 will also see it Retail-partner ready. Additional
features will be added as we head further into 2020,
development priorities being led predominantly via the
Channel and end-user feedback, including highly
anticipated Unified Communications features.

Additionally, the launch of the wholesale T-Mobile
offering in February has been a big success. Business
partners were looking for an alternative to KPN, since
they ceased their activities with their challenger brand
Telfort. The propositions sold are very similar to the
T-Mobile @work portfolio, which has a competitive
price pointin the business segment with the option that
traffic for both voice and datais included to the USA.

2019 was communicated as the year that the
incumbent operator (KPN) planned to switch-off ‘lower
capacity ISDN' circuits.

This meant that all providers/partners who sold this
service had to find an alternative voice service for their
customers. In Dean's case, this was a rather large
number of customers. The challenge here is the plan
and path taken to deal with these customers and
partners. Whilst many customers took the migration to
Cloud option, many (particular the smaller businesses)
have remained passive. Whatever the outcome, it's fair
to say that the migration to another service has been
much more difficult than expected, not just for Dean
One, but also for other service providers in the market.

2020 will see Dean One build on its rather unique
mission, which is ‘'To accelerate the productivity and
success of the SME workforce and its business
partners. Always going the extra mile to provide
communication and collaboration services that are
tailored to the user’'s needs and stand out in technical
reliability, simplicity and user friendliness.

Increase

+384.2%

Gross profit

£9.2m

Customer examples
Nederlandse Publieke

Interxion

Welcomm
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Financial review

Andrew Belshaw
Chief Financial Officer

Financial

performance

Revenue

£328.9m

Gross profit

£166.5m

EBITDA

F62.0m

Cash generated by operations

£54.0m

EPS (fully diluted)

36.1p

Adjusted EPS (fully diluted)

40.38p

32 Gamma Communications plc

+159%

+20%

+30%

+33%

+20%

+35%

Another year of strong financial
performance for Gamma.

Gamma has performed well during the year, increasing
revenue by 15% to £328.9m and gross profit by 26% to
£166.5m. This strong performance across all areas of

the business. This has resulted in EPS of 36.1p, an increase
of 20% from the prior year.

Revenue and gross profit

UK Indirect
2019 2018
£m £m Increase
Revenue 230.1 210.6 +9.3%
Gross Profit 1191 975 +22.2%
Gross Margin 51.8% 46.3%

Revenue from the UK Indirect business grew from £210.6m to
£230.1m (+9%) and gross profit grew from £97.5m to £119.1m -
anincrease of £21.6m (+22%).

Within the UK Indirect business, the gross profit from the traditional
business (which includes calls and lines and trade with other carriers)
has seen a slight increase from the previous period which is contrary
to the trends seen over the past few years. The call and lines part of
the business continues to decline but Gamma is now providing IP
telephony services to other carriers which is offsetting this.

We group our data, mobile, SIP and Cloud PBX products as our
"growth” products and revenue from growth product sales
increased from £162.7m to £186.5m (+15%) and gross profit grew
from £85.6m to £106.7m (+25%). The gross margin grew from 53%
to 57%, which reflects the fact that the main contributors to this
growth were SIP Trunking and our Cloud PBX product (Horizon)
which have higher margins than other products. Despite price
pressure in Cloud PBX, margins are holding up due to fewer calls
being used within bundled offerings.

UK Direct
2019 2018
£m £m Increase
Revenue 83.6 70.9 +17.9%
Gross Profit 38.2 328 +16.5%
Gross Margin 45.7% 46.3%

The UK Direct business continues to grow strongly. The growth was
mainly attributable to sales to Enterprise customers increasing by
£8.3m. Mid-Market revenue increased by £2.4m and Public Sector
grew by £2.1m. This business continues to move from selling to
smaller customers to larger enterprise businesses and public
sector customers on multi-year deals. The order book remains
strong with significant customer wins anticipated in the second half.



The gross margin fell slightly because the margin on larger
customers tends to be lower and also more of the new business wins
have a higher proportion of access sales (typically Ethernet) which
has a lower margin than the voice applications suite of products.

Overseas
2019 2018
£m £m Increase
Revenue 15.2 3.4 +347.1%
Gross Profit 9.2 1.9  +384.2%
Gross Margin 60.5% 55.9%

The Dutch business contributed £15.2m of revenue in 2019, £9.2m
of gross profit—a margin of 61%. There are no comparatives as the
business was acquired in October 2018 with a further acquisition in
February 2019.

Gamma acquired DX Groep in October 2018 and Nimsys in February
2019. As reported at the half year, the performance of the DX Groep
business in the first half was below expectations as a significant
amount of legacy ISDN business ceased due to changes made by the
incumbent network provider in the Netherlands. In the second half, the
performance of the business has improved and sales of Cloud PBX
and Mobile were strong. Nimsys has also exceeded our expectations.

The initial acquisition price for DX Groep was £11.5m and no further
consideration will be paid due to a greater than expected drop off of
ISDN revenue in 2019. As aresult, the level of contingent consideration
has reduced to nil with an equivalent reduction in the carrying value of
associated assets. This is discussed under exceptional items below.

The initial acquisition price for Nimsys was £3.7m with up to another
£3.2m payable dependent on performance in 2019 and 2020. Given
the performance of Nimsys in 2019, we now estimate that all of the
contingent consideration is likely to be paid. Therefore the aggregate
consideration for the two Dutch businesses is likely to be £18.4m.

Operating expenses
Operating expenses grew from £97.8mto £121.0m.

We break these down as follows:

2019 2019 2018 2018
£m £m £m £m Growth
Expensesincluded within cash
flows from operating activities
- UK Indirect Business 64.9 60.6 +7.1%
—UK Direct Business 20.1 16.4 +22.6%
—Overseas Business 89 2.3 +287.0%
—Central Costs 6.5 27 +140.7%
100.4 82.0
Depreciation and amortisation
—tangible andintangible assets 13.4 121 +10.7%
—right of use assets 17 1.4 +21.4%
—acquisition 2.0 0.4 +400.0%
171 13.9
Share based payments 2.6 19 +36.8%
Exceptionalitems 0.9 -
Operating expenses 121.0 97.8 +23.7%

Movements in cash-based expenses were driven by:

* Within the UK Indirect Business, operating expenses, excluding
share based payments, have grown by 7.1% (compared to Gross
Profit growth of 22.2%). This demonstrates the effect of
programmes we have undertaken historically to ensure that we
are running the business more efficiently.

¢ Inthe UK Direct business, overhead increased by 22.6% (compared
to Gross Profit growth of 16.5%). The level of increase is mainly driven
by ourinvestmentin our digital strategy programme but we also
continue to invest in additional sales heads to grow the business.

* Theincrease in overseas costs is reflective of the inorganic
growth and a full year of the DX Groep.

» Central Costs have increased significantly year on year which is
due to anumber of factors. The first is that we are building a
group function in anticipation of operating several businesses
around Europe over the coming years. A second factor is the
cost of our strategy project. Finally, we have incurred significant
due diligence costs on acquisitions, some of which have
completed whilst some were not followed through.

Depreciation and amortisation on tangible and intangible assets
hasincreased from £12.1min 2018 to £13.4min 2019. This is driven
by increased capital expenditure over the past few years. The
annual depreciation charge is now in line with the annual capital
expenditure spend and is not expected to increase significantly.

Share based payment costs have increased during the year
because more executives have been included within the scheme
and the rising share price has made the costs of employers, NI for
share grants higher than in previous years.

Exceptional items

There were a number of exceptional transactions in the year but all
r