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Dillistone Group Plc is a global leader
In the supply of technology solutions
and services to the recruitment
industry worldwide.

We provide software and
services to recruitment firms
and recruiting teams within
major corporations

Across our subsidiaries,
we work with around 2,000
firms in approximately

60 countries

Our two divisions are Ditlistone
Systems and Voyager Software
Dillistone Systems specialises
In the supply of software and
services into executive level
recruitment teams Voyager
Software’s clientele are
primanily involved in contingent
recruitment, including
permanent placement, contract
placement and the provision of
temporary staff
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Highlights

Highlights for the year

>

>

Revenues up 29% to £71m

Record level of recurring revenues of £4 5m
up 39% from 2011

Operating profits before exceptional items up
21% to £1 7m and after exceptional items up
25% to £15m

EPS pre exceptional items up 15% te 7 20p and
up 27% to 6 79p post exceptional items

Final dividend of 2 5p per share recommended,
making total dividend for year of 3 7p (a yield of
4 8% on a share price of 77pl

Cash funds of £1 6m (2011 £1 6m| after acquisition

payment The Group remains debt free
Voyager Infinity launched in September 2012

Commenting on the results, Mike Love,
Non-Executive Chairman, said:

“2012 has been an excellent year for Dillistone. The Group
has delivered a strong set of results whilst additionally
continuing to develop its product offerings and to seek

further acquisition opportunities
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Governance
Financial Statements
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Dillistone Group at a Glance

Dillistone Systems division

Ddlistone Systems is the leading global supplier of
software to executive search firms and to in-house
search teams at major corporations and not-for-profit
organisations The Company s main product is
FileFinder 10, which is the Latest iteration of the
FileFinder software system, launched in March 2011
and built using Microsoft Net Framework technology
The Dviston 1s headquartered in the UK, but has offices
in Germany, the United States and Australia and serves
clients in more than 60 countries, generating more

revenue from outside the UK than from its hame market

Dillistone Systems i1s widely acknowledged to be the
market leader in the executive search software sector,
and is also considered to be a thought leader in this

space As a result, the Company has alse moved beyond

the supply of software, and provides additional services
including training 1n executive search techniques,
marketing and advertising services, and also runs
regular conferences which are open to both client and
non-client firms

www dillistone com

1983

The original FileFinder
software was developed
by David Dilbstone,

Timeline

himself a retained search

consultant While it was
initially created for
in-house use, David saon
realised that there was a
market for it beyond his
own firm, and so he
created David Dillistone
Systems

Voyager Software division

Voyager Software became a part of the Dillstone Group
in September 2011 At the time of its acquesition by
Dillistone, 1t provided end-to-end recruitment solutions
principally to the third party recruiting sector Voyager s
products included Voyager Professional, Voyager
Commercial, Voyager VDQ! and Voyager Mid-Office,

a preduct range largely used by temp and contract
recruters In September 2012, Voyager launched its
next generation software platform, Voyager Infimity
Voyager Infinity 1s designed to improve the performance
of recruitment companies specialising in both contract
and permanent placements Infinity meets the demands
of flexibiity and functionality required by these firms,
putting it at the forefront of software available to the
recrutment industry As with FileFinder 10, Infimity

has been built using the state of the art Microsoft

Net Framework technology and replaces the Voyager
Professionat preduct The Voyager products are used

in over 20 different countries by many thousands of users
in different-sized recruitment businesses The Division
has offices in the UK and Australia and emplays araund
35 pecple

wwwvoyage co uk

2003

In 2003, the current
management team took
part in a management
buyout of the business
The dawn of the Internet
meant that it became far
easier to sell the
FileFinder system
internationally, and,

as a result, Dillistone
Systemns grew rapidly

1990

By the late 1990s, David
had retired and the
business - now renamed
as Dillistene Systems -
was owned by Custom
Busmess Systems CBS
invested heavily in the firm
and, by the end of the
decade, offices have been
established on three
continents
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“FileFinder cuts the time it takes not only to find the
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people, but to get them into the system. We have so
many searches and now | can be more effective.”

Mike Costello, Executive Sourcing Manager of Mcintyre Global

Executive Search

Global reach

Dillistone Group has offices in the UK, US, Germany and Australia, serving around 2,000 firms in over 60 countries

Clients in

countries

2006

In 2006, the Group floated
on the AIM market of the
London Stock Exchange
(DSG L

2008

In 2008, a decision was
taken to significantly
increase R&D expenditure,
and the development of the
next generation of
FileFinder began

201

In March 2011 FileFinder 10
was released after over
two years of development
In September 2011 the
Group made its first
acquisition of Voyager
Software

2012

In September 2012
Voyager Infimty was
launched after three years
of development

® Main Group offices

2013

Today, the Dillistone Group
1s profitable, debt free and
cash generative |tis
proud to work with over
2,000 firms in over 460
countries It has offices

in four countries and
employs around

20 people
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Chairman’s Statement

The Group has again enjoyed a
successful year in 2012, achieving

a number of its shorter and longer
term objectives, despite the continued
economic difficulties. A strong set of
results was delivered showing a profit
before exceptional items of £1.311m
(2011- £1.084m) and after exceptional
ttems was £1235m (2011. £0.926m]

The Group has two trading divisions  Dillistone Systems
and Voyager Software Both Divisions made a valuable
contribution to our financial results whilst also delivering
on important operationat mitestones

Strategy

The Group s strategy Is to grow the business bath
organtcally and through acquisition This strategy 1s made
possible by our commitrent to product development,
which ensures that the business continues to command

a leading role in all of the markets in which 1t operates

Our acquisition strategy entails consideration of
firms offering

» products that would further increase market share Dividends
in the Group s core markets The Board was pleased to increase the interim dividend
» legacy applications where clients could be transferred payment in September 201210 1 2p (2011 11667p) The
to our modern suite of products, or Board has recommended a final dividend of 2 5p per
> complementary applications which may be cross sold share subject to shareholder appreval, payable on
to clients of the Group 26 June 2013 to holders on the register on 31 May 2013
Shareswill trade ex-dwvidend from 29 May 2013 This
2012 represents our first full year of ownership of takes the total dividend based on the 2012 results to 3 7p,
Voyager Software, and the integration of Voyager and gives a yield of 4 8% on a share price of 77p With
Software into the Group has progressed well dividend caver approaching two times, the Group 1s now
better placed to wnplement its progressive dividend policy,
Whilst recognising the importance of deliverting high subject to the prevailing cash needs of the business
quality products with distinct and recognised brands
we are additionally looking to realise the benefits of Staff
synergies where this can be achieved in a manner Our staff are fundamentally important to the success

which will protect and enhance the customer experience of the business [tisthrough their efforts commitment
and determination that we continue to be a leading

it 15 the view of the Board that product development is technology provider in the sectors we serve On behalf of
fundamental to the long term success of the business the Board | would Like to take this opportunity to thank all
and as a result 2013 will see us continue to Invest In the of them

development of software within both of our Divisions
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A strong set
of results

Outlook

Dillistone Systems has seen improving orders, with Q1 of
2013 being the best quarter since Q2 of 2011 1n terms of
new business wins Voyager Soflware sells a number of
products and whilst the strength of the order intake has
varied across the range the Board Is pleased to note that
incoming orders for the next generation Infinity product
are well up on the levels achieved by the predecessor
product, Professicnal, in the equivalent period in 2012
This has allowed the Divtsion to also show year-on-year
growth i new business sales

Despite these positive trends, in what remains an
unpredictable econormic ¢climate, we remain cautious

Dr Mike Love
Non-Executive Chairman

Business Review

Governance
Financial Statements

**The Groups strategy Is
to grow the business both
organically and through
acquisition This strategy
Is made possible by our
commitment to product
development, which ensures
that the business continues
to command a leading role
in all of the markets in which
It operates’’
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Business Review

2012 saw recurring revenue grow 39% to £4.529m (2011 £3 248m) reflecting
a full twelve months of Voyager Software recurring revenues being included
in Group results for the first ime Recurring revenues represent 64% of

revenues (2011 460%)

Pre-tax profits before exceptional items increased 20%

to £1 684m [2011 £1 405m)] Despite the difficult economic

backdrop experienced in 2012 both of our Divisions
delivered what we consider to be laudable results whilst
also continuing to iInvest in our future

Dillistone Systems

In my 2011 report, | wrote that Dillistene Systems

next generation product had been well received | am
delighted to say that, despite an economic environment
which saw the retained search market shrink by over
6%, our install base has continued to grow, with a new
client signing up for FileFinder every other warking day

Beyond the numbers however what s particularly
pleasing 1s the diversity of uptake Whilst the bulk of
our clientele remains the executive search industry
2017 also saw us implement the system on behalf of
organisations as varied as a university in Australia a
financial services firm in Asia a retailer in the UK and
an engineering firm in the US Clients using FileFinder
range from sole traders up to both FTSE 100 and
Fortune 100 firms, and we have won clients from

our direct competitors in both the UK and the US

*“Bath of our Divisions
delivered what we
consider to be laudable
results whilst also
continuing to invest in
our future"’

It 15 the view of the Board that, as the economic
environment improves the strength of our products
and services will create a strong opportunity for further
organic revenue growth

Dillistene Systems also launched "The World Executive
Search Congress in Las Vegas in March 2012 This
event provided the Group with a unigue opportunity

to market its products and services whilst also making
a financial contribution to the business 1n its own right
Following a successful inaugural event in 2012 our
2013 event took place tn March 2013 and was again very
well received Indeed In just two years the event has
grown to become - we believe - the largest and most
international event of its type The Company has also
announced plans to hosta European Executive Search
Congress 1n London later this year

The development teams within the two Divisions have
started to work more closely together and one of the
synergy benefits during 2012 for the Dillistone Systems
division was the development of the existing Voyager
Mid Office product to allow It to integrate with the
FileFinder product The first live implementation of

the integrated products occurred at global Life sciences
executive search and interim management firm RSAIn
January 2013 2012 has also seen the launch of our web
application for mebile devices FFMobile , an in-house
developed webapp and additional improvements to the
core product

Billistone Systems head office (s based in London
and 1t has offices in the US Germany and Australia
The Division accounts for 66% of the Group s revenue
and saw recurring revenue grow ?% to £3 144m
{2011 £2874m) Its revenues reflected the economic
environments of the territories we serve with sales
into the Americas showing good growth whilst other
regions were slightly disappointing As awhole the
Division saw segmental operating prefit before
amortisation and depreciation increase by 1% to
£1912m (2011 £1 889m}
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Investing
in our future

2012 20M

Revenue £000 £000
Recurring income 3,144 2,874
Non-recurring income 1,522 1885
4,666 4,759

Voyager Software

The Group acquired Voyager Software in September 2017,
and so the year in review is the first full year under our
ownership As aresult, it has been ayear of transition for
this Division The business has made a good cantribution
to our results in its first year and enters 2013 1n a position
where we believe significant organic growth 1s possible

Voyager spent much of 2012 preparing to launch

the new Voyager Infimty platform This s the next
generation successor to the Vayager Professional
platform which had historically been the most successful
of the Voyager products

Launched in September 2012 the Voyager Infiity product
has been well received and coniracts have been received
from both new clients along with existing clients wishing
lo upgrade The product has been implemented both in
the UK and in Australia where the Voyager business now
shares offices with Dillistone Systems in Sydney

Business Review

Governance

Financial Statements

In 2012, the Voyager Software dvision accounted for
34% of Group revenues The Division s revenues were
£2 384m and it had a segmental cperating profit before
amortisation and depreciation of £0 4B4m Revenues

of £0 689m and a segmental operating profit before
armortisation and depreciation of {0 168m were included
in the accounts 1n 2011 which covered the period of
ownership by the Group from 21 September 2011 to

the year end

2012 201

Revenue £ 000 £ 000
Recurring income 1,385 374
Non-recurring income 618 237
Third party revenues 383 78
2,386 689

Although both Divisions are run separately increasing
synergies are being delivered These are both operational
- for examnple, the standardisation of certain systems and
infrastructure - and technical -with the configuration

of the Voyager Mid Office application to work alongside
the Dillistone Systems FileFinder product Both Divisions
are committed to continuing to invest in their products

to ensure they retain their market leading positions

Jason Starr
Chief Executive
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Financial Review

Total revenues increased by 29% to
£7.052m (2011: £5 448ml], with profit
before tax and exceptional items up
20% to £1 684m (2011 £1 405m)

Total revenues increased by 29% to £7052m (2011

£5 448m) with profit before tax and exceptional items
up 20% to £1 684m (2011 £1 405m) Recurring revenues
increased by 39% to £4 529m (2011 £3 248m) Non-
recurring revenues saw an increase of 1% to £2 140m
from £2 122min 2011 Third party software product
sales amounted to £0 383m in the perod (2011 £0 078m)
These results reflect a full 12 months of Voyager
Software revenues

Cost of sales increased by 96% to £0 864m (2011 £0 441m)]
reflecting the full year impact of Voyager World Congress
cosis and also an exceptional item of £0 056m relating to
the buyout of an onerous supplier contract in Voyager

Administrative costs, excluding exceptional items rose
26% to £4 573m (2011 £3 627m] again largely down to
the full year impact of Voyager Excepticnal administrative
costs lotalled £0 102m (2011 £0172m) and relate to tax
and NIl on options exercised by Yoyager employees pre
acquisition, amortisation of intangibles anising on the
Voyager acquisition offset by a reduction in the estimated
contingent consideration payable interestincome has
also been offset by the unwinding of the discount In
respect of the deferred consideration

Recurring revenues covered 99% of administrative
expenses before exceptional costs (2011 90%} Excluding
deprectation and amortisation of cur own internal
development the administrative costs are more than
covered at 107% (2011 96%)

Tax has been provided at an effective rate of 22% (201
23%] excluding exceptional items and at 18% {2011 25%)
post exceptional costs These rates reflect the R&D tax
credits available to both Dillistone Systems and Voyager
Software that have been claimed partially offset by the
higher rates of corporation tax that are payable overseas
The post exceptional rate also reflects the reduction in
deferred consideration which does not have a tax impact

Profits for the year before exceptional items rose 21% to
£1311m (2011 €1 084m) and profits for the year after
exceptional tems increased by 33% to £1235m Basic
EPS rose 15% to 7 20p (2011 & 26p) befare exceptional
ilems and 27% to 6 79p (2011 5 34p) after exceptional
tems Fully diluted EPS rose 15% to 718p [2011 & 23p]
and 27% to 6 76p (2011 5 32p] after exceptional itemns

Key performance indicators

““Profits for the year
before exceptional items
rose 21% to £1 311m
(2011 £1084m) and
profits for the year after
exceptional items
increased by 33%
to £1235m"’
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Strong
performance

Capital expenditure Key performance indicaters
The Group invested £0 872m in fixed assets and

product development during the year (2011 £0 é61m)

This expenditure included £0 803m (2011 £0 580m)

spent on development costs of which £0 403m relates

to development in Voyager Software (2011 £0 101m] that

has been capitalised under IFRS in the Group accounts

The 2011 expenditure for Voyager Software covers the

period of ownership by the Group from 21 September

2011 to the year end

Trade and other payables

As with previous years, the liabiity includes incorne
which has been billed in advance but 1s not recognised
as income at that ttime This principally relates to support
renewals which are billed in December 2012 but that are

in respect of services to be delivered in 2013 Support Cash

income is recognised monthly over the perad to which Dillistone fimished the year with cash funds of £1 643m
it relates Mt also mncludes deposits taken for work which (201t £1417m] and remains debt free Thisis after

has not yet been completed as such income s only capital expenditure of £0 872 payment to the vendors of
recogrised when the work is complete or the client Voyager of £0 098m and dividend payments of £0 643m
software goes live Also included in trade and (201t E0 609ml

other payables 1s £0 360m (2011 £0 499m] relating

to consideration and contingent consideration due (o Julie Pomeroy

Voyager shareholders The contingent consideration Finance Director

Is dependent on the level of revenue achieved by the
Voyager Software division in the periods up to
31 December 2013
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1 Mike Love, aged 64, Non-Executive Chairman

Mike Love has a PhDin theoretical physics and over

30 years experience In the software industry Hets
currently non-esecutive chairman of SciSys ple, also

an AIM quoted company and director and chairman at
Redcliffe Precision Ltd He was group managing director
of SeSys from 1986 10 2003 duning which tme he led a
management buy-out of the business and floated it on
AIM in 1997 He 1s a previous member of the AIM Advisory
Group of the London Stock Exchange

2 Jason Starr, aged 41, Chief Executive

Jasen Starr joined Dillstone Systemns in 1994 He became
Marketing Manager in 1996 before becoming Managing
Director of the UK business in 1998 Following the MBQ,
Jason became Managing Director of Dilustone Systems
Limited and subsequently became Group Chief Executive
Officer Jason is well known in the industry and has
spoken at events in Asia, the US and Europe

Jason has a BA [Honours) business studies degree from
the London Guitdhall University

Jason Starr s the Group Chief Executive of Dillistone Group
Pic and Managing Director of Dillistone Systems As well as
being Manag:ng Director he alse has responsibibity for the
sales and marketing departments of the Division

3 Rory Howard, aged 45, Operations Director

Rory Howard has a BA [Honours) in business
adrminustration and 15 a PRINCE? pracutioner Rory
started his career with the Dixons Stores Group and
from 1991 to 1994 he worked in the systems and controt
department as a technical support analyst working

on their EPOS systems data reporting and security

He then joined JATO Dynamics Ltd, a software company
specialising in the automative research market, as

a database analyst, developing databases for pricing
models for the large automotive manufacturers

In 1998 he joined Dillistone Systems Limited as a
Project Manager, and the following year became the
Global Projects Manager tasked wath restructuring all
implementations and data migrations procedures and
operations In 2003 Rory became Operations Director of
Dillistone Systems Limited and a member ot the Board

4 Alex James, aged 40, Director of Product Development
Alex graduated from Swansea University in 1995 with

a degree In psychology In 1995 Alex joined Mallinckrodt
Veterinary working in quality control In 1997 he moved
to Responseability a company that manages aspects

of the recruitment process for clients, starting in
administration hefore progressing into an account
management rcle Alex started at Diltistone in 1999

in @ training/consultancy position prior to becoming the
UK and then Global Projects Manager, being ultimately
responsible far the iImplementation of all products and
services to both new and existing clients Alex joined the
Board of Dilistone Systems Limited in January 2005 and
the Group Board in February 2006

Business Review
Goverpance
Financial Statements

Alex James is the Director of Product Development for
Dillistone Systerns, departments under his respensibility
are software development and techmcal integration

5 Alistair Milne, aged 37, Director of Support Services
Alistair started his career at Richmond Theatre in 1994
working in both the marketing department and box
office In 1997 he joined The Football Association, initiaily
In a ticketing administration role, before progressing

to a management role Alistair then began working at the
Shaw Theatre as box office manager He joined Dillistone
Systems in 2003 imtially in a training and support role
He was imtially appointed to the UK and then Global
Support Manager role with responsibility for all aspects
of support services He was promoted to the Dillistone
Systems Ltd Board in 2006 and joined the Group Board
in January 2011

Alistair Milne 1s the Director of Support Services, he
oversees all Dillisione IT infrastructure and support
services globally

& Julie Pomeroy, aged 57, Finance Director

Julie1s an expertenced finance director of quoted and
private companies She graduated with an honours
degree In Physics from Birmingham University and

is a chartered accountant and chartered director

She also holds tax and treasury qualifications Julie

was group finance director of Carter & Carter Group pic
until October 2005 having joined in 2002 to help grow and
float the business She had previously been chief financial
officer of Weston Medical Group plc and prior to this
Julie worked at East Midlands Etectricity ple as director
of corporate finance She was finance director of AIM
quoted Biofutures International ple until July 2010 Jule
(s alse a non-execulive director of Nottingham University
Hospitals NHS Trust

7 Giles Fearnley, aged 58, Non-Executive Director

A careerin the passenger transpert industry saw

Giles lead an MBO in 1991 forrming Blazefield Holdings
Limited a bustness operating bus networks principally
across Yorkshire and Lancashire This cornpany was sold
to Transdevin 20046

In 1997 he was appointed chief executive oi Prism Rail
PLC, having been one of that company s founders and
held that position until its sale to National Expressin
2000 Prism Rail operated four of the UK s passenger
rail franchises with a turnover of £500 million per annum

Giles 1s currently managing director - Bus, UK and
Ireland for First Group Plc Giles served as chairman
of the association of Train Operating Companies in
1999/2000 and as chairman of The Confederation

of Passenger Transport UK
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Directors’ Report

The Directors present their report and financial statements for the year ended
31 December 2012.

Principal activities and review of the business

The principal aciivity of the Company continued to be that of a parent company The principal activity of the Group is the
development and sale of specialist computer software and the provision of related support services A review of the
bustness Is contained on pages 6 and 7

Results and dividends
The consolidated statement of comprehensive income for the year 1s set out on page 21

An interim dividend of 1 2p per share was paid in June 2012 A final dvidend of 2 5p per share will be paid subject
to shareholder approval, on 26 June 2013

Key performance indicators
The Board and management use absolute figures to monitor the performance of the business in the following
financial KPis

2008 2009 2000 201 2012

£ 990 £ 000 £000 £ 000 £ 000
Revenues 4,608 3,605 4 251 S 448 7,052
Recurring revenues 2246 2344 2536 3248 4,529
Non-recurring revenues 2362 1.311 1715 2122 2,140
Other revenue - - - 78 383
Profit before tax and exceptionals 1,426 1,081 1,182 1405 1,684
Cash 2353 1,820 2,147 1,617 1,643

In addition the Board monttors order levels and employee numbers as well as performance against budget

Financial nsk management

The Group s operations expose It to a number of risks that include the effect of changes in interest rates, credit, foreign
currency exchange rates and liquidity The Group does not trade in financial instruments Further details in relation to
these risks are shown in note 22

Interest rate risk
The Group currently finances its activities through retained cash and equity finance The Group monitors its exposure
to interest rate risk when investing iIts cash resources

Credit risk

The Group has a large customer base of approximately 2 000 customers (2011 approximately 1,800) and is not
dependent on a small number of customers Accordingly the Group does not believe it 1s exposed to significant credit
risk In addition it only places money with banks with strong credit ratings

Exchange risk

The Company i1s exposed to translation and transaction foreign exchange risk The Group s foreign operations primarily
trade in their own currencies reducing the transaction risk As a result the main foreign exchange transactional
exposure arises when repatriating profits The Group only seeks to remit cash when required i the UK and it usually
has some flexibility on tirming of such appropriations to minimise any exchange tosses To a degree the Group relies on
a parhal natural hedge of Euro, Australian Dollar and US Doltar to cover the translation exposures

Liquidity risk
The Group maintains positive cash resources and has sufficient available funds forits operations and planned

expansion of its existing activities
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Principal nisks and uncertainties
There are a number of risks and uncertainties which could have an impact on the Group s long-term performance and
cause actual results to differ materially from expected and historical results The Directors seek to identify material

v risks and put in place policies and procedures to mitigate any exposure The table of risks that follows gives details of
the principal nisks and the approach being taken to manage them

Risk Potential adverse impact How we mitigate the risk

Economic risk The recrutment industry has a reputation for being

vulnerable to the cyclicat nature of the economy

The Company operates globally and so 1s not reliant on one
economy  enjoys a high percentage of recurning revenues

In a downturn there may be a reduction In new permanent
hwres which may be replaced by temporary hires The Groups
suie of products now supporls more aspecls of the third
party recrutment market through its acquisition of Voyager

Business continuity A lailure of syslems or failure of operational facilities Data backups occur dally and the necessary tests carried

risks associated
with operational

leading to loss of customer confidence in the Group
being able lo detver their reguirements Loss or

out on a regular basis to ensure data can be restored
Virtuatisation iIttroduced (n the year using storage area

failure of hosting
facilities and data
security

corruption of data held on behalf of customers which  networks [SANSs)
could have a dethmental effect on their confidence in

data securily processes and could cause financial loss

Attrition of
customer base

Failure to aliract new customers or the loss of The Group continues to invest in product development to
existing customers could have a detrimental effect on  ensure that it remains competitive in the market [t actively
the Group s ability to generate revenues rmanages its existing custormer relatonships

Competitor activity  The market for recruitment software 1s extremely
fragmented with a large number of small suppliers
operating in all of the Group s geographical markets
Very few of these suppliers have the necessary
himancial technical and markeling resources lo be
able to develop their competitive position However
the compeliticn may intensify through cansoltdation
or new entrants to the market

Management works to build strong customer relationships
and uses account management to keep in touch with clients

The Group continues to invest in its product development and
201t saw the launch of Vayager s Infimity product which 1s
based on Microsolt Net technology It continues to innovate
and provide solutions to client needs

Some competitors offer a broader product range
enabling them to compeie across the whole of
the sector

Employee retentian  Qur capability to meel the demands of the marketsin  To retain staff the Group operates compelitive remuneration
which the Group operates and compete effectively with  packages and an appropriate culture in which staff work
olher software suppliers is dependent on lhe skills

experrence and performance of our peaple Failure to

attract or retain high calibre employees could senously

impede future growth and present performance

New praduct risk The introduction of new products may contain Products are tested pre launch and launch strategies
sigruificant bugs that make Lhem unusable This could  developed to mimimise risks

damage the Group s reputation and result in loss of

new orders and tharefore reduce revenue growth

It coutd also result in claims against the Company

Acquisition risk The Group made its first acquisition 11 2011 and s
likely to rake [urther acquisitions in the future This
creates the potential risk that acguisitions may not

perform or contain hidden risks or Liabilities

For all acquisitions and in advance of completion
management undertakes due diligence and prepares
detailed integration plans inciuding nisk identification These
papers are reviewed and approved by the Board prior to any
commitment being entered into
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Directors’ Report continued

Directors

The following Directors have held office since 1 January
2012 other than where stated

M D Love - Non-Executive Chairman

JSStarr

R Howard

AD James

J P Pomeray

G R Fearnley - Non-Executive Director

A Milne

The interests of the Directors including family interests}
tn the share capttal of the Company are listed on page 19

Giles Fearnley and Julie Pomeroy are proposed for
re-election at the forthcoming AGM Julie Pomeroy has
a service contract with a one year notice period

Principal shareholders

As at 19 April 2013 the Directors have been notified of the
following shareholdings in excess of 3% of the Company s
i1ssued share capital

Ordinary

shares of

S pence
each Percenlage
J S Starr 3 554,433 1952%
R Howard 3300000 1813%
J McLaughlin 2572122 14 13%
Herald Investment Management 1 747 444 ?71%
G Fearnley 993 435 546%
Unicorn Asset Management 900,043 4 94%
CFS Independent 870 889 4 78%
R Howells 650 000 357%

Creditor payment policy

The Group agrees payment terms with individual
suppliers which vary according to the commercial
relationship and the terms of the agreement reached
Payments are made to suppliers in accordance with the
terms agreed The number of supplier days represented
by trade payables at 31 December 2012 was 24 days

[31 December 2011 16 days)

Directors’ and Officers’ insurance

The Group maintains insurance cover for all Directors
and Officers of Group companies against liabitities
which may be incurred by them while acting as Directors
and Officers

Annual General Meeting

The Company s Annual Generat Meeting will be held at its
offices located at 50-52 Paul Street London EC2A 4LB
on 5 June 2013 at 10 30 am The Notice convening the
Annual General Meeting and an explanation of the
business te be put to the meeting 1s contained in the
separate document to shareholders which accompanies
this report

Auditors

Grant Thornton UK LLP was appointed as auditor for the
year ended 31 December 2012 and & resolution propesing
their re-appointment as auditors to the Company will be
put ta the ferthcoming Annual General Meeting

Directors responsibilities

The Directors are responsible for preparing the
Directors Report and the financial statements in
accordance with applicable law and regulations

Company law requires the Directors to prepare financial

statements for each financial year Under that law

the Directors have elected to prepare the financial

statements in accordance with International Financial

Reporting Standards as adopted by the European Urion

(IFRSs) Under company law the Directors must not

approve the financial statements unless they are satisfied

that they give a true and fair view of the state of affairs

and profit or loss of the Company and Group for that

period In preparing these financial statements the

Directors are required to

> select suitable accounting policies and then apply them
consistently,

> make Judgements and accounting estimates that are
reasonable and prudent,

> state whether applicable IFRSs have been foltowed,
subject to any material departures disclosed and
explained in the financial statements,

> prepare the financial statements on the going concern
basis unless 1t 1s inappropnate to presume that the
Company will continue in business

The Directors are responsible for keeping adequate
accounting records that are sufficient to show and

explain the Company s transactions and disclose with
reasonable accuracy at any time the financial position of
the Company and enable them to ensure that the financial
staternents comply with the Companies Act 2006 They
are alsoresponsible for safequarding the assets of the
Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities




15 thtustone Group Plc
Annual Repert 2012

Business Review
Governance
Financial Statements

The Directors confirm that

> there 1s no relevant audit information of which the
Company s auditors are unaware and

> the Directors have taken all steps that they cught to
have taken to make themselves aware of any relevant
audit infermation and to establish that the auditors are
aware of that information

The Directors are responsible for the maintenance
and integrity of the corporate and financial informatian
included on the Company s website Legislation in

the United Kingdorn governing the preparation and
dissermunation of financial staterments may differ from
teqislation in other jurisdictions

On behalf of the Board

o]

J PPomeroy
Company Secretary
23 April 2013
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Corporate governance

The Board supports the principles of good governance

In fulfilling their respansibilities the Directors believe
that they govern the Group in the best interests of the
sharehalders whilst having due regard to the interests
of other stakeholders in the Group including, in particular
customers employees and suppliers

The workings of the Board and its committees

The Board

The Board comprises a Non-Executive Chairman one
Independent Non-Executive Director and five Executive
Directors All Directors are obliged to submit themselves
for re-election at least every three years The Chairman
and Non-Executive Director are considered to be
independent of managerment and free from any business
or other relationship which could materially interfere
with the exercise of thewr independent judgement Giles
Fearnley I1s the current Senior Independent Director and
his shareholding of approximately 6% 1s not constdered
by the Beard to change his independence To enable

the Board to discharge its duties, all Directors have

full and timely access to all relevant information

They are alsc able to take independent professional
advice as appropriate

The Board meets at least four ttmes each year and

has adopted a formal schedule of matters specificatly
reserved for decision by it, thus ensuring that it exercises
control over appropriate strategic financial, operational
and compliance issues At these meetings the Beard
reviews trading performance ensures adequate
financing sets and monitors strategy examines
investment and acquisition opportunities and discusses
reports to shareholders The following Committees have
been established to deal with specific aspects of the
Group s affairs

Audit committee
in 2012 the Audit committee comprised the Chairman and
Non-Executive Director and met twice during the year

The Finance Director, Group Chief Executive Officer

and external Auditors attend by invitation The Audit
committee makes recommendations to the Board on
Issues surrounding the appointment resignation or
removat of Auditors and their remuneration It discusses
and agrees the scope of the audit with the external
Audttors before the audit

The Audit committee reviews external audit activities,
monitors compliance with statutory requirements for
financial reporting and reviews the half-year and annual
accounts before they are presented to the Board for
approval Itis also required to review the effectiveness
of the Group s internal control systems (o review the
Group s statement on internal control systems prior to
endorsement by the Beard and te consider from time 1o
time, the need for a risk assessment of the Group s
internal control systems

Remuneration committee

in 2012 the Remuneration committee comprised the
Chairman, the Non-Executive Director and by invitation,
the Group Managing Director and Company Secretary
Itis responsible for recommending to the Board the
contract terms remuneration and other benefits for
Executive Directors including performance-related
honus scheme and participation mn the Group s long-term
share option schemes

internal controls

The Board has overall responstbitity for the Group s
systemof internal contrals However such a system s
designed ic manage rather than eliminate the risk of
failure to achieve business chjectives, and can only
provide reasonable and not absolute assurance against
material misstatement In order to discharge that
responsibility in a manner which ensures compliance
with laws and regulations and promotes effective and
efficient aperations the Directors have established an
organisatton siructure with clear operating procedures
Lines of responsibility and delegated authority Thereis
an established framework of internal controls set out
and approved by the Executive Management The more
important elements of this framework are as follows

Management structure

The Board has averall responsibility for the Group and
each Executive Director has been given responsibility for
specific aspects of the Group s affairs

Corporate accounting and procedures

Responsibility levels are communicated throughout
the Group as part of the corporate communication
procedure Accounting delegation of authority and
autherisation levets, segregation of duties and other
control procedures together with the general ethos of
the Group are included In these communications and
standardised accounting policies are in place reflecting
this policy

Quality and integrity of persennel

The integrity and competence of persoennel is ensured
through high recruitment standards and subsequent
training courses Quality personnel are seen as an
essential part of the control environment and the ethical
standards expected are communicated through senior
members of staff

Budgetary process

Each year the Board approves the annual budget which
includes an assessment of key assumptions underlying
it Performance s monitored and relevant action taken
throughout the year by monthly reporting to the Board of
updated forecasts together with information on key risk
areas
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Internal monitoring

The Audit comrmittee considers and determines relevant
action in respect of any control 1ssues raised by the
Auditors Given the size of the Group and the close day
to day control exercised by the Executive Directors and
senior management, no formal financialinternat audit
department Is considered necessary The Operations
Director Is responsible for maintaining registrations and
quality related certifications and defining and agreeing
the procedures standards and practices to be {ollowed
in all non financial aspects of the Group s business

The Directors have reviewed the effectiveness of the
system of internal controls in operation during the year
through the cempliance momitoring process set out
above and by reporis from seniar managers concerning
the operations for which they are responsible It must

be recognised that such a system can provide only
reascnable and not absolute assurance and, in that
context, the review revealed nothing, which in the opinion
of the Directors indicates that the sysiem was
Inappropriate or unsatisfactory

Relations with shareholders

The Company seeks to maintain good commmunicatians
with shareholders The Executive Directors make
presentations to institutional shareholders covering

the interim and full year results The Group despatches
the notice of Annual General Meetings (AGM ], with

an explanatory circular describing items of special
business, at ieast 21 working days before the meeting

All shareholders have the opportunity formally or
informally te put questions to the Company s AGM and the
Chairman typically makes a statement on current trading
conditions at that meeting The Chairman of the Audit
and Remuneration commitiees attends the AGM and will
answer guesiions that may be relevant to the remt of
those commuttees At each AGM the Chairman advises
shareholders of the proxy voting details on each of the
resolutions, which are dealt with on a show of hands

Auditors

A resolution authorising the Directors to set the
remuneration of the auditor will be put te sharehotders
at the forthcoming Annual General Meeting
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Remuneration policy

The objective of the Group s remuneration policy is to attract motivate and retain high quabity individuals who will
contribute significantly to shareholder value The Remuneration commuittee decides on the remuneration of the
Directors and other senior management which comprises a basic salary benefits bonus scheme, share options
and longer term incentive plan

Service contracts
The Board s policy 1s that service contracts of Executive Directors should prowvide for termination by the Group on one
year s notice The service contracts of each of the current Executive Directors provide for such a period of notice

The Independent Non-Executive Directors have letters of appointment providing fixed three-year service periods,
which may be terminated by giving six months notice

Non-Executive Directors remuneration
The fees for the Chairman and Independent Non-Executive Directors are determined by the Beard The Chairman and
Non-Executive Directors are not involved 1n any discussions or decisions about their eown remuneration

The Chawrman and Independent Non-Executive Directors do not receve bonuses or pension contributions and are not
entitled to participate 1n any of the Group s share schemes They are entitled to be retmbursed the reasonable
expenses incurred by them in carrying out thew duties as Directors of the Company

Executive Directors remuneration
The remuneration package of the Executive Directors includes the following elements

Basic salary

Salaries are normally reviewed annually taking into account inflation and salaries paid to directors of comparable
companies Pay reviews also take into account Group and personal performance The Board as a whole decides the
remuneration of the Non-Executives

Performance related pay scheme

There are two performance related pay schemes for Executive Directors The first 1s an annual bonus scheme which is
based upon the achievernent of certan profit and commercial targets for the Group as appropriate A bonus of £81,000
was payable to the Executive Directors in respect of 2012 (2011 £90000)

The second scheme was intreduced in 2011 and 1s a long-term incentive plan linked to growth in earnings per share
over a three year period Executive Directors may be granted phantom share options at the ruling mid market price
at the time of the grant The awards are subject to meeting challenging growth targets and will be cash setiled

The Remuneration committee can also chocose when making the award to grant share options in place of phantom
options with the same growth targets [t s expected that annual awards will be made under the scheme The value
of the award 1s calculated at each reporting period using a Black-Scholes model {see note 20 for further details)

The awards made in the period are included below

Directors remuneration laudited}
Details of the remuneration of the Directors for the financial year are set out below

Salary Pension 2012 201
& Fees Bonus  Payments Benelits Total Tatal
£ 000 £ 000 £ 000 £ 000 £ 000 £ 000
Executive Directors
J S Starr 112 20 1 ) 139 142
R Howard 81 15 i 4 101 129
A D James 80 15 1 4 100 112
J P Pomeroy 81 16 - 4 101 91
A Mitne 67 15 i 4 87 83
Non-Executive Directors
M D Love 33 - - - 33 33
G Fearnley 12 - - - 12 12
466 81 4 22 573 602

Includes cash payments in beu of employer contributions
5% af salary set aside for future benefils
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LTIP award [not audited) - phantom options

Total value of Tatal value of

all phantom all phantorn

Number of oplien LTIP option LTIP

phantom awards at awards al

oplions 31December 31 December

granled 2012 2o

myear € 00D £ 000

J S Starr 183 425 34 9
R Howard 139,041 Kh| 8
A D James - 18 7
J P Pomeroy - 16 &
A Milne G2 466 20 6
384,932 119 36

LTIP award (not audited) - share options

Total number Total number

Number of options of options
ofopliens  granted under granted under
granted under  LTIPschemeat LTIP scheme at

LTIP schemne 31 December 31 December

inyear 2012 2on

A D James 10% 589 109,589 -
J P Pomeroy 111233 111,233 -

220,822 220,822 -

These options were granted at 73p and carry the same performance conditions as the LTIP phantom option awards

Directors interests
The interests of the Directors [including farmily interests] in the share capital of the Company at the year end are set
out below

Ordinary shares
of § pence each

AtJd1 December At 31 December

2012 2011
J S Starr 3,554,443 3054443
R Howard 3,524,433 3,524,433
A D James 121,494 121,494
MD Love 272,137 127,137
G R Fearnley 993,435 993,435
A Milne 59,109 72,189
J P Pomeroy 13,888 13,888

In addition the following Birectors had total share options including the options granted under the LTIP scheme above

Options over ordinary shares
of 5 pence each

At31 December At 31 December

2012 2051
A D James 109,589 -
J P Pomeroy 137,027 25,794

246,616 25,794
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Independent Auditor’s Report

to the Members
For the year ended 31 December 2012

Independent auditor’s report to the members

of Dithistone Group Ple

We have audited the financial statements of Dillistone
Group Plc for the year ended 31 December 2012 which
comprise the Group statement of comprehensive income
the Group and parent company statements of changes

In eguity, the Group and parent company staterment

of financial position the Group and parent company
statements of cash flow and the related notes The
financial reporting framework that has been applied

in their preparation I1s applicable law and International
Financial Reportiing Standards [IFRSs) as adopted by

the European Union and, as regards the parent company
financial statements, as applied in accordance with the
provisions of the Companies Act 2006

This report 1s made solely to the Company s members,
as a body, in accordance with Chapter 3 of Part 16

of the Companies Act 2006 Our audit work has been
undertaken so that we might state to the Company s
members those matters we are required to state to

them in an auditor s report and for no other purpose

To the fullest extent permitted by law we do not accept or
assume responsibility to anyone other than the Company
and the Company s members as a body, for our audit
work for this report or for the opinions we have formed

Respective responsibilities of Directors and auditor

As explained more fully in the Directors Responsibilities
Statement set out on page 14 the Directors are
responsible for the preparation of the financial
statements and for being satisfied that they give a true
and fair view Our responsibility is to audit and express
an optnion on the financial statements in accordance
with applicable law and [nternational Standards on
Auditing [UK and Ireland} Those standards require

us to comply with the Auditing Practices Board s [APB s)
Ethicat Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial
statements 1s provided on the AFB s website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements

In our opinion

> the financial stalements give a true and fair view of the
state of the Group s and of the parent company s affairs
as at 31 December 2012 and of the Group s profit for the
year then ended,

> the Group financial statements have been properly
prepared In accordance with IFRSs as adopted by the
European Union,

> the parent company financial statements have been
properly prepared in accordance with IFRSs as adopted
by the European Union and as applied in accordance
with the provisians of the Companies Act 2006, and

> the financial staternents have been prepared in
accordance with the requirements of the Companies
Act 2006

Opinion on other matter prescribed by the Companies
Act 2006

in our opinion the information given 1n the Directors Report
for the financial year for which the financial statements are
prepared is consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following
matters where the Companies Act 2006 requires us

to report to you if 1n our optnion

> adequate accounting records have not been kept by the
parent company, or returns adeguate for our audit have
not been received from branches not visited by us or
the parent company financial statements are not in
agreement with the accounting records and returns, or
certain disclosures of Directors remuneration
specified by law are not made, or

we have not received all the information and
explanations we require for our aucht

e 2L

Paul Etherington BSc FCACF

Senior Statutory Audttor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor Chartered Accountanls
London

v

v

v

23 Apnil 2013
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Before Before
exceplional Exceplional exceplional Exceplionat
items items tems items
2012 2012 2012 2011 2004 2011

Note €000 £000 € 000 £ 600 £ 000 £ 000
Revenue ? 7,052 - 7.052 5 448 - 5,448
Cost of sales (808) (56) (864] [441] - (441)
Gross profit 6,244 {56} 6,188 5 007 - 5.007
Administrative expenses {4,573] (102)  [4,675] (3627 11721 [3,7991
Results from aperating activibies 5 1,671 (198} 1,513 1,380 (172) 1,208
Financial income 7 13 (13]) - 25 - 25
Profit before tax 1,684 1711 1,513 1,405 172 1233
Tax expense g (373) 95 (278} (321) 14 (307]
Profit for the year 1,311 (76} 1,235 1 0B4 {158] 926
Other comprehensive iIncome
Currency translation differences (11 - (1) 2] - 2]
Total comprehensive income for the year 1,300 (76) 1,224 1,082 (158] 924
Earnings per share - from

continuing activities

Basic** g 7 20p 679 6 26p 534p
Dituted** g 7 18p 6 76p 623p 532p

See accounts note 4

The comparative earrings per share have been adjusted to reflect the effect of the 2 for } bonus 1ssue

The notes on pages 27 to 48 are an integral part of these consolidated financial statements




22 Dillistone Group Plc
Annual Report 2012

Consolidated Statement of Changes

in Equity
For the year ended 31 December 2012

Share Share Merger Retained Share Foreign
capital premium reserve earmngs oplion exchange Tota!
£000 £ 000 € 000 £000 £ 000 € 000 £000
Balance at 31 December 2010 283 30 - 2,184 12 165 2674
Comprehensive income
Profit for the year ended 31 December 2011 - - - 926 - - 926
Other comprehensive Income
Exchange differences on translation
of overseas operations - - - - - (2) (2]
Total comprehensive income - - - 926 - {2] 924
Transactions with owners
Issue of share capital 60 421 365 - - - 846
Share option charge - - - - 12 - 12
Dividends paid - - - (609 - - (609
Capitalisation of reserves 567 - - 567) - - -
Total transactions with owners 627 421 365 [1,174] 12 - 249
Balance at 31 December 2011 910 451 3465 1,934 24 163 3,847
Comprehensive iIncome
Profit for the year ended 31 December 2012 - - - 1235 - - 1,235
Other comprehensive income
Exchange differences on translation
of overseas operations - - - - - Al (11}
Total comprehensive income - - - 1,235 - {1l 1224
Transactions with owners
Share option charges - - - 2 44 - 46
Dividends pad - - - [643) - - (643}
Total transactions with owners - - - 1641) 44 - (597
Balance at 31 December 2012 910 451 345 2,528 68 152 4,474

The notes on pages 27 to 48 are an ntegral part of these consolidated financial statements
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Company Statement
of Changes in Equity

For the year ended 31 December 2012

Share Share Merger Retained Share
capital  premium reserve earnings option Totat
£000 €000 €000 £ 000 £000 £ 000
Balance at 31 December 2010 283 30 - 745 12 1070
Comprehensive income
Profit and total comprehensive income
for the year ended 31 December 2011 - - - 1 406 - 1,406
Transactions with owners
Issue of share capital &0 421 3465 - - 846
Share option charge - - - - 12 12
Dividends paid - - - 1609] - (6091
Capitalisation of reserves 567 - - (547} - -
Total transactions with owners 627 421 345 1,176 12 249
Balance at 31 December 2011 Mo 451 365 975 24 2,725

Comprehensive income
Profit and total comprehensive income
for the year ended 31 December 2012 - - - 808 - 803
Transactions with owners
Issue of share capital - - - - - -

Share option charge - - - 2 44 46
Dividends paid - - - (643) - (643)
Total transactions with owners - - - (641) 44 (597]
Balance at 31 December 2012 910 451 345 1,142 68 2,936

The notes on pages 27 to 48 are an integral part of these consolidated hinancial statements
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Group Company
2012 2011 2012 201
Notes £ 000 £ 000 £0090 £000
Assets
Non-current assets
Goodwill 11 2,490 2 490 - -
Intangible assets 12 3,048 2,710 - -
Property plant and equipment 13 124 143 - -
Investments 14 - - 4,111 4111
Trade and other receivables 16 - 23 - -

5,662 5 364 4111 4111
Current assets

Inventories 15 62 Ik - -
Trade and other receivables 14 1,715 1,728 28 39
Cash and cash equivalents 1,643 1617 11 13

3,420 3,356 39 52
Total assets 9,082 8,722 4,150 4163

Equity and Liabilities
Equity attributable to owners of the parent

Share capital 18 910 910 910 210
Share premium 451 451 451 451
Merger reserve 365 365 365 365
Retained earnings 2,528 1,934 1,142 975
Share option reserve 20 68 24 68 24
Translation reserve 152 163 - -
Total equity 4,474 3.847 2,936 2,725
Liabilities

Non-current labilities

Trade and other payables 17 256 364 256 344
Deferred tax Liability g8 592 545 - -
Current Liabilities

Trade and other payables 17 3,609 3,795 958 1094
Current tax payable 151 151 - -
Total labilities 4,608 4 875 1,214 1.438
Total Labilities and equity 9,082 8,722 4,150 4163

The notes on pages 27 to 48 are an integral part of these consolidated financial statements

The financial statements were approved by the Board of Directors and authorised for 1ssue on 23 April 2013 They were
signed on its behalf by

J S Starr w
Director -

Company Registration No 4578125
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2012 2012 201 201
€ 000 £ 000 £000 £000
CGperating activities
Profit from operating activities 1.513 1,208
Less taxation paid (250} (171
Adjustment for
Depreciation and amortisation 553 309
Share option expense 47 12
Foreign exchange adjustments arising from operations 9 17
Operating cash flows before movement m working capital 1.872 1,375
Increase In receivables {4] (214)
(Increasel/decrease in inventories (51) 44
(Decreasel/increase in payables 149] 366
Net cash generated from operating activities 1,668 1,971
Investing activities
Interest received 13 25
Purchases of property plant and equipment 169 (81]
Investment in development costs (803) (5801
Acquisitron of subsidiaries (98) (1292
Net cash used in investing activities (957] [1,928)
Financing activities
Proceeds from issue of share capital - 457
Dividends paid (643) {6091
Net cash used by financing activities (643 (152)
Net increase/(decrease) in cash and cash equivalents 68 (509)
Cash and cash equivalents at beginning of year 1.617 2,147
Effect of foreign exchange rate changes (42) (21)
Cash and cash equivalents at end of year 1,643 1617

The notes on pages 27 to 48 are an integral part of these consolidated financial statements
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Company Cash Flow Statement

As at 31 December 2012

2012 2012 201 2011
€000 £ 000 £ 000 £ 000
Operating activities
Profit from operating activities 808 1400
Less taxation pard - -
Adjustment for share option expense 46 12
Operating cash flows before movements in working capital 854 1412
Decrease/lincrease) in receivables 11 (1]
[Decreasel/increase in payables (128]) 243
Net cash generated from operating activities 739 14654
Investing activities
Investment 1n acquisitions (98) (1 500i
Net cash used in investing activities (98] (1 500!
Financing activities
Dividends paid (643} (609}
Placing monies raised -~ 457
Net cash used in financing activities (643) (152]
Net {decreasel/increase in cash and cash equivatents (2) 2
Cash and cash equivalents at beginning of year 13 1
Cash and cash equivalents at end of year 1 13

The notes on pages 27 to 48 are an integral part of these consolidated financial statements
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Notes to the Financial

Statements
For the year ended 31 December 2012

Dillistone Group Plc [the Company }1s a company incorporated in England and Wales The financial statements are
presented in thousand Pounds Sterling

The Group financial statements consolidate those of the Company and its subsidiaries [together referred to as the
Group ] The parent company financial statements present information about the Company as aseparate entity and
nat about its Group

Both the Group financial statements and the Company financial statements have been prepared and approved by the
Directors in accordance with International Financial Reporting Standards [ IFRS | as adopted by the European Union

{ EU |, IFRIC Interpretations and the Companies Act 2006 applicable to companies reporting under IFRS In publishing
the Company financiat statements here together with the Group financial statements, the Company has taken
advantage of the exemption in s408 of the Companies Act 2006 nat to present its individual income statement

and related notes In these financial statements

1 Accounting policies

11 Basis of accounting

The consolidated financial statements have been prepared using the significant accounting policies and measurement
bases summarised below

Use of accounting estimates and judgements

Many of the amounts included in the financial statements involve the use of judgement and/or estimation These
judgements and estimates are based on management s best knowledge of the relevant facts and circumstances
having regard to prior expenence, but actual results may differ from the amounts included 1 the financial statements
Information about such Judgements and estimation is contained in the accounting policies and/or the notes to the
financial staternents and the key areas are surmmarised below

Customers practical acceptance of licence software

As detailed in note 1 4 perpetual licence fee revenues are recognised on practical acceptance of the software The
Group uses the live date as the basis of determining the timing of customer practical aceeptance thereby reducing
the judgement required to ascertain the timing of licence revenue recognition

Capitalisation of internal development expenditure

Management exercises jJudgement in establishing both the technical feasibility of compteting an intangible asset
which can be used internally or sold and the degree of certainty that a market exists for the asset or its output for the
generation of future economic benefits In addition amortisation rates are based on estimates of the useful economic
lives and residual values of the assets involved The assessment of these useful economic lives 1s made by projecting
the economic Lifecycle of the asset which 1s subject to alteration as a result of product development and innovatton
Amortisation rates are changed where economic lives are re-assessed and technically obsolete lems written off
where necessary

Valuation of assets and Liabilities

Management has made a number of assumptions with regards to the models used to value assets and biabilities at
the statement of financial position date Valuation techriques commonly used by market practitioners are applied In
respect of the provision for bad and doubtful receivables and credit note provisions, management have made relevant
Judgements based on discussions with the account managers as regards the recoverability of trade receivables

Valuation of share-based payments

The estunation of share-based payment cosis requires the selection of an appropriate valuation model and
consideration as to the inputs necessary for the valuation model chosen The Group has made estimates as to the
volatility of its own shares the probable lfe of options granted, leaver rates and the time of exercise of those options
The model used by the Group Is 8 Black-5Scholes valuation model Further details are shown in note 20

Impairment of goodwill and other intangible assets

There are a number of assumptions management have considered in performing impairment reviews of goodwill and
intangtble assets which include an estimate of the future cash flows expected {o arise from the cash generating unit
and a suitable discount rate in order to calculate present value See note 11

Business combinations

Onnitial recognition the assets and liabilities of the acquired business are included in the consolidated staterment

of financial position at their fair values In measuring fair value management uses estimates about future cash flows
and discount rates However actual resulis may vary Details of acquired assets and liabiliies are given in note 21
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1 Accounting policies centinued

Valuation of separately identifiable intangible assets

As detailed in note 1 6 separately identifiabie intangible assets are identified and amortised over a defined period
The Directors use an acknowledged approach but this 1s rehiant upan certain judgements which they determine are
reasonable by reference to companies in similar industries

Contingent consideration

Where contingent consideration 1s payable in cash and discounting would have a material effect, management uses an
appropriate discount rate As the contingent consideration 1s dependent upon future trading performance an estimate
of the present value of the likely constderation payable 1s made

The accounting palicies set out below have unless otherwise stated been applied consistently by the Group to all
penods presented in these financial staternents

12 Going concern

The Group s business activities and financial position, together with the factors lkely to affect its future development,
performance and position are set out in the Bustness Review and Financial Review on pages 6 to 9 In addition note 22 to
the financial statements includes the Company s chjectives, policies and processes for managing its capital, its financial
risk management objectives, details of its financial instruments, and its exposures to credit nisk and Lquidity risk

The Graup has considerable financial resources together with well esiablished relationships with a number of
customers and suppliers acrass different geographic areas

As a consequence the Directors believe that the Company i1s well placed to manage its business risks successfully
despite the current uncertain economic outtook

The Directors have a reasonable expectation that the Company has adequate resources te continue In operational
existence for the foreseeable future Thus they continue to adopt the going concern basis of accounting in preparing
the annual financial statements

13 Basis of consclidation

The Group financial statements consolidate thase of Dillistene Group Plc and of its subsidiary undertakings at the
statement of financial position date Subsidiary undertakings are entities over which the Group has the power to
govern the financial and operating policies so as to oblain benefits from the activities, which 1s considered to
represent control The Group obtains and exercises control through voting rights There are no assocrates or
Joint ventures 1o be considered

Intra-group balances and any unrealised gains and losses or income and expenses arising from intra-group
transactions are eliminated in preparing the consolidated financial statements Acquisitions of subsidiaries are dealt

with by the acquisition methoed

14 Revenue

General

Revenue is the fair value of the total amount receivable by the Group for supplies of products and services which are
provided in the normal course of business VAT or similar tocal taxes and trade discounts are excluded

Licensing excluding software as a service {Saa%)

The Group licenses software under licence agreements Perpetual licence fee revenues are recogmsed on practical
acceptance of the software, when all obligations have been substantially completed This is when the customer has
accepted the product the risks and rewards of ownership have been transferred, it 1s probable that the economic
benefits of the transaction will flow to the Group all costs and revenue in relation to the transaction can reliably be
measured and the Group has no further managerial involvement over the goods to the degree usually associated with
ownership To the extent that payments have been received in advance for licences where practical acceptance has
not yet been reached, these amounts are recognised as deferred income

Professional services
The Group provides professional services which include installatien consulting, data translation and traming Such

revenues are recognised as the services are completed or where theyare part of the sale and installation of software,
they are typically recegnised when the abligations under the contract are complete To the extent that payments have
been receved 1n advance for such serwices these amounts are recognised as deferred income
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Product support, hosting and 5aa5

Revenues from support hosting or SaaS agreements are recognised over the periad 10 which they relate but only after
practical acceptance of the software as defined above, have been received As revenue is invoiced in advance for such
services, the amount in advance i1s included in deferred revenue and released over the penad to which the service relates

15 Share-based payments
The Company operates two share-based payment schemes

The first 1s an equity settled share-based compensation plan [share options] for remuneration of its employees [t can
also be used 1n conjunction with a long-term incentive plan for executives

All employee services recewved In exchange for the grant of any share-based compensation are measured at their fair
values These are indirectly determined by reference to the share option awarded Their value 1s apprassed at the grant
date and excludes the impact of any non-market vesting conditions (e g profitability or sales growth targets]

All equity-settled share-based compensation is ultimately recognised as an expense in the proiii or loss with a
correspoending credit to share-based payment reserve, net of deferred tax where applicable !fvesting periods or
other vesting conditions apply, the expense 1s allocated over the vesting period, based on the best available estimate
of the number of shares options expected to vest Non market vesting conditions are included in assumptions about
the number of options that are expected to become exercisable Estimates are subsequently revised if there is any
indication that the number of share options expected to vest differs from previous estimates No adjustment to
expenses recogrised in prior periods 1s made if fewer share options ultimately are exercised than originally estimated

Upon exercise of share options the proceeds recewved, net of any directly attributable transaction costs, up to the
nominal value of the shares issued are reallocated to share capital with any excess being recorded as additional share
premium

The second scheme 1s a cash settled share-based compensation plan for Directors Under this scheme Directors
are granted phantorn options which have performance conditions related to the growth in earnings per share of
the Group The options will automatically be exercised following the publication of the annual report of the Company,
three years after the grant These phantom options are re-valued at each half year end using a Black-Scholes model
and the necessary movementn the bability 1s recognised through profit and loss The Liability is included in non-
current labilities

1 & Business combinations

The Group applies the acquisition method in accounting for business combinations The consideration transferred

by the Group to obtain control of a subsidiary 1s calculated as the sum of the acquisition-date farr values of assets
transferred Liabifities incurred and the equity interests 1ssued by the Group which includes the fair value of any asset
or liability arising from a contingent consideration arrangement Acguisition costs are expensed as incurred

The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless of
whether they have been previously recognised in the acquiree s financial statements prior to the acquisition Assets
acquired and Labilities assurmed are generally measured at their acquisition-date fair values Goodwill 1s stated

after separate recognition of identifiable iIntangible assets It s calculated as the excess of the sum of al fair value of
consideration transferred, bl the recognised amount of any non controlling interest in the acquiree and c] acquisition-
date fair value of any existing equity interest in the acquiree, over the acquisition-date fair values of identifiable net
assets If the fair values of identifiable net assets exceed the sum calculated above the excessarmount i e gain on

a bargain purchase] is recognised in profit or loss immediately

Where contingent consideration relates to the results spread over different accounting periods, the fair value of such
consideration is recalculated at each year end and any adjustment 1s recogrised in proht ar loss immedately

17 Exceptional charges

Charges which are both material and considered by the Directors to be unusual 1n either nature or size are separately
disclosed on the face of the Statement of Comprehensive Income These include acquisition costs and related
intangible ameortisation
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18 Impairment testing of geodwill, other intangible assets and property, ptant and equipment

Forimpairment assessment purposes assets are grouped at the lowest levels for which there are largely independent
cash inflows [cash generating units] As a result, some assets are tested individually for impairment and some are
tlested al cash-generating unit level Goodwill 1s allocated to those cash-generating units that are expected to benefit
from synergies of the related business combtnation and represent the lowest level within the Group at which
management monitors goodwill Cash-generating units to which goodwill has been allocated [determined by the
Group s management as equivalent to its operating segments) are tested for impairment at least annually All other
individual assets or cash-generating units are tested for iImpairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable

Animpairment loss Is recognised for the amount by which the asset s or cash-generating unit s carrying amount
exceeds Its recoverable amount whichis the higher of fair value less costs to sell and value-in-use To determine the
value-in-use management estimates expected future cash flows from each cash-generating unit and deterrmines a
suitable interest rate in order to calculate the present value of those cash flows The data used for impairment testing
procedures are directly linked to the Group s latest approved budget adjusted as necessary to exclude the effects

of future reorganisations and asset enhancements Discount factors are determined individually for each cash-
generating unit and reflect management s assessment of respective risk prefiles, such as market and asset-specific
risks factors Impairment losses for cash-generating units reduce first the carrying amount of any goodwill allocated
to that cash-generating unit Any remaining impairment loss (s charged pro rata to the other assets in the cash-
generating unit With the exception of goodwill all assets are subsequently reassessed for indications that an
impairment loss previously recognised may no longer exist An imparment charge 1s reversed if the cash-generating
unit s recoverable amount exceeds its carrying amount

1% Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker The chief operating decision-maker who is responsible for allocating resources and assessing
performance of the operating segments has been identified as the Board of Directors

110 Intangible assets

Internal development costs

Costs incurred on product development relating to the design and development of new or enhanced products are
capitalised as intangible assets when 1t 1s reasonably certain that the development will provide economic benefits
considering its commercial and technological feasibility and the resources available for the completion and marketing
of the development and where the costs can be measured reliably The expenditures capitalised are the direct labour
and subcontracted costs, which are managed and conlroelled centrally Product development costs previously
recognised as an expense are not recognised as an asset in a subsequent period

Capitabised product development expenditure for versions of the Groups FileFinder product (up to version 9] and for
expenditure on subsequent enhancements and releases ta FileFinder 101s amortised over its useful life of three years
commencing a year following the costs being incurred

Capitalised product development expenditure for the Company s FileFinder version 10 and Voyager Infinity platform s
amortised over its useful Lfe of 10 years or to 30 June 2021, whichever s the shorter peried, commencing in the year in
which the product is first brought inte use

Capitalised product development expenditure 1s subject to regular impairment reviews and s stated at cost less any
accumulated impairment losses and amortisation Any impairment taken during the year 1s shown under
administrative expenses on the Consolidated Staternent of Comprehensive income

Acquired as part of a business combination

(n accordance with [FRS 3 Business Combinations an intangible asset acquired in a business combination 1s deermed
to have a cost to the Group of its fair vatue at the acquisition date The farr value of the intangible asset reflects market
expectations about the probability that the future economic benefits embodied in the asset will flow to the Group
Where an intangible asset might be separable, but only tegether with a related tangible or intangible asset the

Group of assets Is recognised as a single asset separately from goodwill where the indwidual fair values of the assets
in the Group are not reliably measurable Where the individual fair values of the complementary assets are reliably
measurable, the Group recognises them as a single asset provided the indiwvidual assets have stmilar useful lives




31 Billistone Group Plc
- Annual Report 2012

Business Review
Governance

Financial Statements

1 Accounting policies continued

Subsequent to initial recognrtion Intangible assets are reported at cost less accumuiated amortisation and
accumulated impairment losses Amortisation 1s provided to write off the cost of each intangible asset over its usefut
econamic life as follows

Estimated life

Intangible assets

Brand 15 years
Developed technology 11 25 years
Contractual customer relationships 125 years
Non contractual customer relationships 10 25 years

111 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation Depreciation on these assets is
provided at rates estimated to write off the cost, less estimated residual value, of each asset over its expected useful
life as follows

Leasehold land and buildings the lower of S years or the remaining lease period
Office and computer equipment 33%-50% straight Line
Fixtures, fittings & equipment 25% straight Lne

112 Financial assets

The Group classiftes its financial assets under the definitions provided in International Accounting Standard 39 [1AS 39]
Financial Instrurments Recognition and measurement, depending on the purpose for which the financial assets were
acquired Management determines the classification of its financial assets at imitial recognition Managerent consider
that the Group s financial assets fatl under the loans and receivables category

Loans and receivables are non-derivative financral assets with fixed or determined payments thal are not quoted in an
active market They are included in current assets except for maturities greater than 12 manths after the statement of
hmancial position date which are classified as non-current assets The Group s loans and receivables comprise trade
receivables intercompany trading balances [in relation to Company accounts] and cash and cash equivalents

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest rate method, less any provision for impairment Receivables are considered for imparrment when they are

past due or when other objective evidence 1s received that a specific counterparty may default Receivabtes that are nat
considered to be individually impaired are reviewed for impairment in groups The impairment loss estimate 1s then
based on recent historical counterparty default rates and current economic conditions

De-recogmition of financial assets occurs when the rights to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards of ownership have been transferred An assessment for
impairment 1s undertaken at least at each statement of financial position date whether or not there s abjective
evidence that a financial asset or a group of financial assets 1s impaired

113 Financral habilities

The Group classifies its financial labiliies under the definitions provided in 1AS 39 either as financial labilities at fair
value through profit or loss, or financial Liabilities measured at amortised cost Management censider that the Groups
financial babilities fatl under the financial habilities measured at amortised cost category The Group s financial
Labilities measured at amortised cost comprise trade payables, intercompany trading balances [in relation to
Company accounts), and accruals

Trade and other payables are recogmised initially at fair value and subsequently measured at amortssed cost using the
effectrve interest method

114 Investments
Investments n subsidiary companies are included at costin the accounts of the Company less any amount written off
in respect of any impairment in value
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115 Leases

Finance leases are recognised as being those that transfer substantially alk the risks and rewards of ownership
Assets held under finance leases are capitalised and the outstanding future lease obligations are shown in payables at
the present value of the lease payments They are depreciated overthe term of the lease or their useful economic lives,
whichever 15 the shorter The interest element [finance charge) of lease payments 1s charged to profit or loss over the
period of the lease

All other leases are regarded as operating leases and the payments made under thern are charged to profit or loss in
the period in which they are incurred The Group does not act as a lessor

116 Inventories

Inventories are stated at the lower of cost and net realisable value Cost includes all directly attributable expenses
Costs of ordinarily interchangeable items are assigned using the firstin first out cost formula Net realisable value
1s the estimated selling price in the ordinary course of business less any applicable selling expenses

117 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and other short-term highly liquid
investments with original maturities of three moenths or less and which are subject to an insignificant risk of changes
in value

118 Equity
Equity comprises the following

> Share capital represents the norminal value of equity shares
> Share premium represents the excess over nominal value of the fair value of consideration received for equity
shares net of expenses of the share 1ssue
> Merger reserve 1s used where more than 0% of the shares in a subsidiary are acquired and the consideration
includes the issue of new shares by the Company thereby attracting merger relief under the Companies Act 2006
> Share option reserve represents equity-settled share-based employee and non-employee remuneration until such
share options are exercised
Retained earnings represents retained profits and losses
Translation reserve represents translation differences arising on the consolidation of investments in overseas
subsidiaries

v Vv

119 Foreign currency translation
The consolidated financial statements are presented in Sterling which s also the functronal currency of the parent company

Monetary assets and labilities denaminated in foreign currencees are translated into Sterling at the rates of exchange
ruling at the statement of financial positton date Transactions in foregn currencies are recorded at the rate ruling at
the date of the transaction All differences are taken to profit and loss

On consolidation, the assets and biabilities of the Group s overseas subsidianies are translated from their functional
currency to Sterling at exchange rates prevailing on the statement of financial position date Income and expenses
have been translated from their functional currency into Sterling at the average rate for each month over the reporting
period Exchange differences are charged/credited to other comprehensive income and recognised In the currency
translation reserve in equity

120 Income taxes

Current income tax assets and liabilities comprise those obligations to fiscal authorities in the countries in which the
Group carries out its operations They are calculated according to thetax rates and tax laws applicable to the ftscal
period and the country to which they relate Tax expense recognised in profit or loss comprises the sum of deferred tax
and current tax not recognised in other comprehensive income or directly in equity

Deferred income taxes are calculated using the Liability method on temporary differences This involves the
comparison of the carrying amount of assets and liabilities in the consolidated financial statements with their
respective tax bases However deferred tax s not provided on the iniial recognition of goodwill or on the initial
recognition of an asset or Liability unless the related transaction is a business combination or affects tax or accounting
profit Deferred tax on temporary differences associated with investments in subsidiaries is not prowided if reversat of
these temporary differences can be controlled by the Group and it 1s prebable that reversal wilt not oceur 1n the
foreseeable future
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Deferred tax labilities are always provided for in full Deferred tax assets are recognised 10 the extent that it1s
probable that future taxable profits will be avaitable against which the temporary differences can be ulilised Deferred
tax assets and liabilities are calculated at tax rates that are expected to apply to their respective period of realisation
provided they are enacted or substantively enacted at the statement of financial posiion date Tax expense recognised
in profit or loss comprises the sum of deferred tax and current tax not recognised in cther comprehensive income of
directly in equity

1 21 Defined contribution pension scheme

The pension costs charged in the financial statements represent the contributions payable by the Group during
the year

1 22 New accounting standards
(1} New and amended standards adopted by the Group
The following new standards and amendments to standards are mandatory for the first time for the Group for financial

year beginning ¥ January 2012 Except as noted the implementation of these standards 1s not expected to have a
material effect on the Group

Impact on initial

Standard Eftective dale application
IFRS 7 - Amendment - Transfer of Financial Asset 1 July 2011 No impact
IFRS 1 - Amendment - Severe Hyperinflation and Removal of Fixed Dates 1 July 2011 No impact

No other IFRS issued and adopted but not yet effective are expected to have animpact on the Graups financial statements

{n) Standards, amendments and interprelaiions which are effective for reporting periods beginning after the date of
these financial statements which have not been adopted early

Standard Description Effective date

1AS 1 Presentatian of ltems of Other Comprehensive Income 1 July 2012
IFRS 10 Consolidated Financial Statements 1 January 2014
IFRS 11 Joint Arrangements 1 January 2014
IFRS 12 Disclosure of Interests in Other Entities 1 January 2014
IFRS 13 Fair Value Measurement 1 January 2013
IAS 27 Separate Financial Statements 1 January 2014
IAS 28 Investments in Associates and Joint Ventures 1 January 2014
IAS 19 Employee Benefits 1 January 2013
IFRS 7 Offsetting Financial Assets and Financial Liabilities 1 January 2013
Improvements to IFRS [2009-2011 Cycle) 1 January 2013
IFRS 10, 11 and 12 Transition Guidance 1 January 2013
IAS 32 Offsetting Financial Assets and Financial Liabilities 1 January 2014
IFRS Financial Instruments 1 January 2015

2 Segment reporting

The Board principally monitors the Group s operatiens in terms of results of the two Dvistons, Dillistone Systems
and Voyager Software In respect of 2011 Voyager Software numbers are included from 21 September 2011 Segment
results reflect management charges made or received Intercampany balances are excluded from segment assets
and habilities
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2 Segment reporting continued
Divisional segments
For the year ended 31 December 2012

Dillistone Voyager Central Total
£ 000 £ 000 £000 £ 000
Recurring income 3,144 1,385 - 4,529
Non-recurring income 1,522 618 - 2,140
Third party revenues - 383 - 383
Segment revenue 4,666 2,386 - 7.052
Segment EBITDA 1,912 484 1398) 1,998
Depreciation and amortisation expense (281) (46} - (327
Segment result 1,631 438 (398) 1,671
Exceptional amortisation - - (227 (2271
Exceptional charges - (84) 153 69
Operating profit 1,631 354 1472) 1,513
Finanaial income 12 1 (13} -
income tax expense 1278]
Profit after tax 1,235
Additions of non-current assets 445 407 872
Segment assets 3,181 349 14 3,544
Intangibles and goodwill 1,647 488 3,383 5,538
Total 4,848 837 3,397 9,082
Segment Liabilities 2,961 749 898 4,608
For the year ended 31 December 2011
Dilistone Voyager Central Total
£000 £000 £000 £000
Recurring income 2874 374 3,248
Non-recurring income 1,885 237 2122
Third party revenues - 78 78
Segment revenue 4759 689 - 5 448
Segment EBITDA [before exceptional tems) 1889 168 [424] 1,633
Depreciation and amortisation expense (250) (3 - [253]
Segment result {before exceptronal items) 1,639 145 (424] 1380
Exceptional amortisation (57] (57)
Other exceptional charges {115} (115)
Operating profit 1639 145 (596) 1208
Financial income 25 - 25
Income tax expense (307)
Profit after tax 926
Additiens of non-current assets 960 101 661
Additions on acquisition - 57 97
Segment assets 3124 375 J 499
Intangibles and goodwilt 5200
Central assets 23
Total 8,722
Segment Liabilities 3078 986 4 064
Central Labitities 811

4,875
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Products and services
The following table provides an analysis of lhe Group s revenue by products and services

Revenue
2012 2011
£ 000 £ 000
Recurring income 4,529 3248
Nan-recurring income 2,140 2,122
Therd party revenues 383 78
7.052 5,448

Recurring income mctudes all support services software as a service income [SaaS) and hosting income Non-
recurring income includes sales of new licences, and income derived from installing those licences including training,
installation and data translation Third party revenues anise from the sale of third party software

It 1s not passible to atlocate assets and additions between recurring, non-recurring income and third party revenue
No customner represented more than 10% of revenue of the Group

3 Geographical analysis
The following table prowide an analys:s of the Group s revenue by geographic market

The Board does not review the business from a geographical performance viewpoint and this analysis 1s provided for
information only

Revenue
2012 201
€000 £ 000
UKMEA 4,069 2 669
Europe 926 1.076
Americas 1,239 991
Asia-Pacific 818 712
7,052 5,448
Non-current assets by geographical location
2012 201
£ 000 €000
UKMEA 5,654 5,332
Europe - -
Americas 4 26
Asia-Pacific 4 8
5,662 2,366
4 Exceptional tems
2012 2011
£000 £ 000
Estimated change in fair value of contingent consideration note 21 (1531 -
Unwinding of discount on contingent consideration 13 -
Payment in respect of onerous contract 56 -
Tax costs relating to options exercised pre acquisition of Woodcote 28 -
Amortisation of acqusition intangibles 227 57
Fees relating to the acquisition of Woodcote and its restructuring note 21 - 115

171 172
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5 Results from operating activities

2012 2013
€ 000 £000
Result from operating activities 15 stated after charging
Depreciation 88 b6
Amortisation 465 243
Loss on foreign exchange transactions 3 9
Operating lease rentals - land and buildings 184 137
Maoney purchase pension contributions 50 31
Fees receivable by the Group auditors
Audit of financial statements 21 20
Other services
Audit of accounts of subsidiary of the Company 32 25
Other services relating to taxatron 20 17
All other services® - -
*In 2011 fees of £30 000 were paid to Grant Thornton UK LLP prior ta their appaintment as auditers
é Employees
The average number of employees was
2012 20m
Operations 79 54
Management b 4
Employee numbers 85 60
Their aggregate rernuneration comprised
2012 2011
€ 00D £ 000
Wages and salaries 3,340 2 562
Social security costs 381 292
Pension costs 50 31
Share-hased payments charged 130 48
3,901 2933

The aggregate remuneration includes salary cost and Directors remuneration totalling £3656,000 (2011 £410 000] that

have been capitalised in intangible assets

Key management of the Group are the Directors and from acquisition the Directors of Voyager Software
Remuneration of key management was as follows

2012 2011
£ 000 £000
Wages and salaries and benefits 735 661
Social security costs 83 72
Pension costs 8 7
Share-based payments charge including LTIP charge 107 40
933 780

Details of Directors emoluments, share options and pension entitlements are given in the Remuneration Report on

pages 18 and 19
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2012 2011
£ 000 £ 000
interest receivable 13 25
Unwinding of discount an contingent consideration (13) -
- 25
B Tax expense
2012 2011
£000 £ 000
Current tax 251 234
Deferred tax 101 62
Deferred tax re acquisition intangibles (74] M
Income tax expense for the year 278 307
Factors affecting the tax charge for the year
Profit before tax 1,513 1233
UK rate of taxation 24 5% 26 5%
Profit before tax multiplied by the UK rate of taxation 3N 327
Effects of
Overseas tax rates &7 29
Deferred tax asset not provided 16 -
Enhanced R&D reliet 421 (70]
Disallowed expenses n 63
Rate change impact on deferred tax (501 (13]
Prior year adjustments (15) (32
Exchange rate - 3
Tax expense 278 307
Deferred tax provided in the financial statements is as follows
Group Company
Movement 2011 2012 2011
£ 000 £000 £ 000 £ 000
Accelerated intangible amortisation 25 299 - -
Provisions & (14) - -
Acquisition intangibles 74 280 - -
27 965 - -

The UK corporation tax rate in the year fell from 26% to 24% giving an effective rate for the year of 24 5% The tax rate
Is expected to fatl again to 23% in April 2613 Accordingly where deferred tax 1s provided in relation to the UK it s
provided at this lower rate The tax charge is impacted by the higher rates of corporation tax payable in the US and
Australia partially offset by the R&D tax credits available to both Dillistone Systems and Voyager Software The Group
has gross iax losses and temporary tming differences of £221,000 (2011 £155,000) for which not deferred tax asset

has been recognised
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? Earnings per share

2012 202 201t 2011

Pre Post Pre Post

exceptional exceptional exceptional exceplional

£ 080 €000 £000 £ 000

Weighted average number of shares 18,201,294 18,201,294 17 328,365 17 328 365

Basic earnings per share 720 pence 679pence b6 26pence 534 pence

Weighted average number of shares after dtlution 18,261,915 18,261,915 17392866 17 392,866

Fully diluted earnings per share 718pence 67épence 6 23pence 532 pence
Reconciliation of basic to diluted average number of shares

2012 20H

Weighted average number of shares [basic) 18,201,294 17,328,365

Effect of dilutive potential ordinary shares - employee share plans 60,621 64 501

Weighted average number of shares after dilution 18,261,915 17 392,866

10 Profit for the financial year
As permitted by s408 of the Companies Act 2006, the holding company s profit and loss account has not been included
tn these financial statements The profit for the financial year for the holding company was £808,000 (2011 £1 404,000

11 Goodwill

Goodwill
Group £ 000
Cost
At 1 January 2011 494
Additions 1996
At 31 December 2011 and 2012 2 490
Carrying amount
At 31 December 2012 2 490
At 31 December 2011 2 490

At the year end date an impairment test has been undertaken by comparing the carrying values of goodwill with the
recoverable amount of the cash generating unit to which the goodwill has been allocated The recoverable amount of
the cash generating unit {CGU} is based on value-in-use calculations These calculations use cash flow projections
covering a three year pertod based on financial budgets and a calculation of the terminal value for the period following
these formal projections

The key assumptions used for value-in-use calculations are those regarding growth rates, increases in costs and
discount rates The discount rate I1s reviewed annually to take into account the current market assessment of the tme
value of money and the risks specific to the cash-generating units and rates used by comparable companies The pre
tax discount rate used to calculate value-in-use 1s 12% (2017 12%] Growth rates for forecasts take inte account
historic experience and current market trends Costs are reviewed and increased for inflation and other costs
pressures The long-term growth rate used for the terminat value calculation 1s 2% (2011 2%] for all CGUs The
allecation of goodwill across the CGUs i1s as follows

Profit attributable to ordinary shareholders 1,311,000 1,235,000 1,084,000 926,000
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Opening Additien  Impairment Ciosing

€ 000 £ 000 € 000 £ 000

Dilustone UKMEA 290 - - 290
Dilstone Europe 110 - - 119
Dillistone Australia 40 - - 40
Dillistone US 54 - - 54
Voyager consolidated 1,996 - - 1994
2 490 - - 2,490

Sensitivities

To reduce the headroom in the impairment catculation to £nil for the Voyager consolidation goodwill would require a
reduction of terrminal growth rate to 0% and an increase n the discount rate to 15% No meaningful sensitivity for the

Ditlistone goodwitl reduces the headroom to £nit

12 Intangible assets

Developmenl Acquisition
cosls intangibles Total
Group £000 £000 £000
Cost
At 1 January 2011 1,670 - 1670
Additions 580 1178 1758
At 31 December 2011 2,250 1,178 3.428
Additions 803 - BO3
At 31 December 2012 3,053 1178 4,231
Amortisation
At 1 January 2011 475 - 475
Charge for the year 186 57 243
At 31 Decemher 2011 461 57 718
Charge for the year 238 227 465
At 31 December 2012 89¢% 284 1183
Carrying amount
At 31 December 2012 2,154 894 3.048
At 31 December 2011 1,589 1,121 2,710
Acquisition Intangibles can be summarised as foliows
Developed Contractual Noncontractual

Brand technelogy retationship relationship Total

£ 000 £000 £ 000 £ 000 £000
Cost
At 1 January 2012 191 298 137 495 1,121
Amortisation (133 (27) 137 (50) (227
At 31 December 2012 178 271 - 445 894
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13 Property, plant and equipment

Office &
Landand  compuler Fixtures
buldings eguipment and fsltings Total
Group £ 000 £ 000 £ 000 £000
Cost
At 1 January 2011 163 329 28 520
Additions - 81 - 81
Additions by acquisition - 112 102 214
At 31 December 2011 163 522 130 815
Currency impact - (3] - (3
Additions 66 - 69
Disposals - [40] - (40}
At 31 December 2012 146 545 130 841
Depreciation
At 1 January 2011 143 279 27 449
Charge for the year 20 40 6 66
Depreciation on acquisition - 100 57 157
At 31 December 2011 163 419 20 672
Currency impact - (3) - (3)
Charge for year b4 23 88
Eliminated on disposal - {40) - (40)
At 31 December 2012 164 440 113 717
Carrying Amount
At 31 December 2012 2 105 17 124
At 31 December 2011 - 103 40 143
14 Non-current asset investments
Unlisted
investments
Company €000
Cost
At 1 January 2012 and 31 December 2012 4,111
The Company has the following subsidiary undertakings
Holding of
Name Principat aclivity ordinary shares Registered

Sale of computer software and

Dittistone Systems Limited retated support services 100% England & Wales
Sale of computer software and 100%

Dillistone Systems {Austratia) Pty Limited related support services (indirect] Australia
Sale of computer software and

Dullistone Systems (US) Inc related support services 100% usA

Woodcote Software Limited Dormant company 100% England & Wales
Sale of computer software and

Voyager Software Limited * related support services 100% Engtand & Wales
Sale of computer software and 100%

Voyager Software [Austratia) Pty Limited related suppor! services [indirect} Australia

* The ownership of Voyager Soflware was transferred from Woodcote Software Limited to Ditlistone Group Plc on 30 December 2011
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15 Inventories

Group Company
2012 20m 2012 2011
€000 £ 000 £ 000 £000
Licences for resale 62 1 - -
16 Trade and other receivables
Group Company
2012 201 2012 20H
£000 £000 € 000 €060
Trade and other receivables* 1,483 1514 - -
Group receivables - - 21 30
Other current assets 36 44 4 8
Prepayments and accrued income 196 193 3 1
1,715 1,751 28 39

*Trade and other recewvables includes Enil [2011 £23 000] receivable in more than one year which have been included in non-current assets

The carrying value of trade receivables 1s considered a reasonable approximation of fair value All of the receivables
have been reviewed for indicators of impairment The movement in the provision 1s shown below

2012 2011
£ 0B £000
At start of year 78 52
Movement in the year 5 26
At the year end 83 78
The ageing profile of trade recewvables as at the year end s as follows
2012 2011
£000 £000
Current
Past due date 1,226 1346
31 - 60 days overdue 51 71
More than 40 days overdue 206 7
Total 1,483 1514
17 Trade and other payables
Group Company
2012 2611 2012 2011
£000 €000 £000 £000
Current Labilities
Trade and other payables 430 474 27 10
Group payables - - 518 626
Deferred income 2,483 2473 - -
Accruals 596 BLb 413 458
3,609 3795 958 1.094
Non-current Liabilities
Contingent constderation 137 308 137 308
Cash settled share-based provision 119 36 119 36
Other provisions -~ 20 - -
254 364 256 344
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18 Share capital

2012 2011
£ 000 £ 000
Allotted, called up and fully paid
Ordinary shares of 5 pence each 910 910

In June 2012 an employee exercised an option over 8 913 shares

In June 2011 the Company carried out a 2 for 1 bonus issue of 11 330,882 bonus shares In September 2011 the
Company placed 694,445 shares at 72p to partially finance the acquisition of Woodcote Software Limited It atso issued
505,509 shares to the vendors of Woodcote as part of the consideration paid

2012 2011
Shares issued and fuily paid
Beginning of the year 18,196,277 5,665,441
Shares issued on exercise of options 8,913 -
Bonus issue - 11,330,882
Shares issued on placing - 894 445
Issued on acgquisition of Woodcote - 505,509
Sharesssued and fully paid 18,205,19¢ 18,196 277

19 Operating lease arrangements
The Group leases offices under non-cancellable cperating lease agreements

At 31 December 2012 the Group had future totat commitiments under non-cancellable operating leases as follows

2012 2011
£000 € 000
Commitments payable 335 479
Within one year 167 154
Between twao and five years 168 325

20 Share options

Share-based payments

There are two share option schemes in operation an Enterprise Management Incentive Scheme [ the EMI Scheme |
which complies with the requirements of HMRC and a scheme which has not been approved by HMRC | the Unapproved
Scheme | If the options remain unexercised after a period of 10 years from the date of grant the options expire Options
are normally forfeited if the employee leaves the Company before the options become available to exercise
Performance conditions are associated with the options granted on 29 May 2012

During 2012 the Group made one grant of options The fair values of the services received in exchange for share-based
payments were calculated using a Black-Scholes pricing model

The inputs nte the model were as follows

Leaver
Share price rate over Expected
Number on 1ssye Exercise Expected Yesting vesting Risk dividend
Dale of grant granted date price volatility period period free rate yeld

29 May 2012 220822 7300p 73 00p 55% 3 0years 0% 044% 45%
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Share price rate over Expected

Number on issue Exercise  Expected Vesting vesting Risk dividend

Dale of grant granted date price volatility period period freerate yield
14 January 2011° 30000 5833p 5833p 5%  3Jyears 0% 17%% 4 5%
21 September 201N 420,794 7700p 77 00p 65% 3 33 years 15% 079% 4 5%

*Adjusted for the 2 for 1 bonus issue where appropriate

Details of the number of share options and the weighted average exercise price [WAEP) outstanding during the year

are as follows

2012 2011
Number of Number of
ophions*® WAEP* options® WAEP*
Outstanding at beginning of year 552,446 7401 101,652 55 27
Granted during year 220,822 7300 450,794 7576
Exercised during year (8,913] 539 - -
Forfeited during year (21,0000 8947 - -
Outstanding at the end of the year 743,355 7409 552444 74 01
Exercisable at the year end 80,739 6811 101 4652 66 27

*Adjusted for the 2 for 1 bonus issue were appreprate

No Directors exercised share options during the year The Company s mid-market share priceon 31 December 2012

was 74p

The tair value of all options granted 1s shown as an employee expense with a corresponding Increase in equity The
employee expense 1s recogrused equally over the ime from grant until vesting of the option The employee expense for

the year was £47,000 (2011 £12,000)

Share options remaining i the schemes are as follows

Date Exercise Lapse Options Ex price
Scheme type of grant from date remaining Ipl
EMI 03/03/2006 03/05/200% 02/05/2016 - 538
Unapproved 03/05/2006 03/05/2009 02/05/2016 26,739 538
EMI 14/09/2007  14/09/2010  13/09/2017 54,600 9917
Unapproved 14/09/2007  14/09/2010 13/09/2017 - 99 17
Unapproved 14/01/2011  14/01/2014  13/01/2021 30,000 58 33
EMI 21/09/2010  21/09/2014  20/09/2021 390,794 77 00
Unapproved 21/09/2011  21/09/2014  20/09/2021 21.000 7700
EMI 29/05/2012  29/05/2015  28/05/2022 220,822 7300

743 355

The weighted average share price of the 8,913 shares exercised during 2012 {2011 nul] was 68 5p (2011 ]
The weighted average remaining contractual life of options at 31 December 2012 was 8 & years [2011 8 9 years]

Cash settled options

During 2011 the Board introduced a long-term incentive scheme for Directors The scherne grants phantom options
to the participants and these oplions are cash settled on the vesting date which will be the date of the publication of
the appropriate annual report The amount payable will be the increase in share price between the date of grant and
vesting multiplied by the number of phantom oplions granted multiplied by the performance factor The performance
factor s based on the percentage rise in the earnings per share over the period

The fair values of the services received in exchange for cash-based option payments were calculated using a

Black-5choles pricing model at 31 December 2012
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20 Share options continued
The inputs into the model were as follows
Share price Remaining Leaver rale Expected

Number on Issue Exercise Expected period lo over vesting Risk dividend
Date of grant granted* date” price” volatility vesting peried free rate yleld
28 Aprit 20Mm 645750 b6 67p 66 46T7p 60% 133 years 0% 03% 4 00%
29 May 2012 384 932 73p 73p 60% 2 33 vyears 0% 04% 4 00%

*Adjusted {or the 2 for 1 bonus issue

The expense charged for the year was £83,000 (2017 £36,000] The totallabilty carried forward was £119000 {2011 £34,000)
and 1s included 1n nan-current Labilities

Expected volatility takes into account historic velatility of the share price and its current trend

21 Acquisitions

On 271 September 2011 the Group acquired the entire share capital of Woodcote Software Limited for an estimated
consideration before fees of £2 487000 which was satisfied as detalled below This was part of the Group s strategy
to broaden our offering to the recruitment sector

Waodcote was a non-trading holding company Voyager Software Limited [www voyage co uk] which was a wholly
owned subsidiary of Woodcote, sells a number of software products toits target market of recruitment agencres The
products are designed to facilitate the filling of temporary or permanent vacancies Voyager Saftware (Austratial Pty
Ltd , a wholly owned subsidiary of Voyager markets a similar product range Between them Voyager and Yoyager
(Australia) have over 700 active unique clients and nearly 5 000 active icensed users At 30 Decemnber 2011 Woodcote
transferred the ownership of Voyager Software Lirmited to Ditlistone Group Plc

Equity consideration was agreed at £390 000 and satisfied by the 1ssue of 505 509 ordinary shares in Ditustone Group
The total consideration of £2 487 000 net of cash acquired of £208,000 was £2 279 000 before fees

As part of the acquisition the Group agreed to pay additional consideration against surplus working capital up to a
certain level that was retained in the business at completion Following a completion accounts verification process
an amount of £98 000 was agreed to be paid to the vendors and this was paid in the year [n addition the vendors are
entitled to contingent consideration as follows

> £200 000 - provided that the revenue of the acquired companies exceeds £2 200 000 in the year ending 30 June 2012,
> 30% of the revenue of the acquired companies over £2 300 000 in the year ending 31 December 2012, and
> 30% of the revenue of the acquired companies over £2,300,000 in the year ending 31 Decernber 2013

In the 2012 accounts the amounts payable under the contingent consideration have been reduced by £153 000 based
on the revenue for 2012 and on the budgeted revenue for 2013 These amounts have been discounted at 4 5%

22 Fminancialinstruments

The Group uses various financial iInstruments, these snclude cash and bank deposits and various items such as trade
recewvables and trade payables that arise directly from its operations The main purpose of these financial instruments
1s to provide finance for the Group s operations

The Group finance department maintains liquidity manages relations with the Group s bankers 1dentifies and
manages foreign exchange risk and controts Group treasury aperations Treasury dealings such as investments and
foreign exchange are conducted only to support underlying business transactions Consequently the Group does not
undertake speculatwve foreign exchange dealings for which there 1s nounderlying exposure

The Group s policies for management of the financial risks to which itis exposed are cutlined below

(1] Interest rate nsk

The Group has a limited exposure to interest rate volatility The Group has no debt and the only interest rate exposure
1s therefore on the Group s bank deposits The Group s policy 1s to maintain capital preservation and flexibility rather
than to optimise interest rates on bank deposits held Cash deposits in Sterting and foreign currencies are made at
prevailing interest rates Where rates are fixed the fixed interest period i1s generally no more than ene month

Al the year end, the Group had positive cash balances totalung £1 643,000 {2011 £1617,000) Had interest rates been
1% higher during the financial year, the impact on profit would have been an increase in profit for the year of £20 000
(2011 “increase of £21 000i
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The Group s principal financial assets are cash and cash equivalents and trade and other receivables

Credit risk Is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet
its contractual obligaticns and arises principally from the Group s receivables from customers and monies on deposit

with financial institutions

Historically the cash collection profile has been very good Debt aging and collections are monitored on a regular
basts and for new customers deposits are usually required Sorne of the unimpaired trade recewables are past due
as at the reporting date Information on financial assets past due but not impaired are included in note 14

The credit risk on Liquid funds i1s imited because the counterparties are banks with high credit raings assigned by

mnternational credit rating agencies

The Group has no significant concentration of credit risk

The Group s maximum exposure [o credit nisk at the reporting date 1s represented by the carrying value of financial

assets, as follows

Group Company

2012 2001 2012 201

€000 €000 £ 000 £000
Trade and other receivables [current assets) 1,483 1 491 21 30
Trade and other receivables [non-current assets) - 23
Cash and cash equivalents 1,643 1,617 1 13
Total 3,126 313 32 43
(] Liguidity risk

Liguidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due The Groups
approach to managing liguidity 1s to ensure it will have sufficient liguidity to meet its Labilities when due

As at 31 December 2012 the Group and Company s financial babilities (being trade and other payables and deferred
income and payroil taxes and VAT or simitar taxes) have contractual maturities as summarised below

Group
Carrying 1-2 2-5
amount «1year years years
31 December 2012 £ 000 £000 £ 000 £ 000
Trade and other payables [current Llabiities) 3,609 3,609 - -
Trade and other payables [non-current Liabilities) 256 - 233 23
3.845 3,609 233 23
Carrying
amount < lyear 1-Zyears  2-Dyears
31 December 2011 €000 £000 £ 000 £ 000
Trade and other payables [current Liabilities) 3,795 3,795 - -
Trade and other payables [non-current Liabihities) 364 - 128 236
4,159 3795 128 236
Company
Carrying 1-2 2-5
amount < 1year years years
31 December 2012 £ 000 E£009 £ 000 £ 000
Trade and other payables (current Labilihes) 958 958 - -
Trade and other payables [non-current Liabilities) 256 - 233 23
1,214 958 233 23
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22 Financial instruments continued

Carrying 1-2 2-5

amount < 1year years years

31 December 2013 £ 000 £000 £000 £000
Trade and other payables [current liabilities) 1094 1094 - -
Trade and other payables [non-current Liabilities) 344 - 108 236
1438 1094 108 236

The Directars consider there to be no sigmificant tiquidity risks due to the significant cash balances of the Group

[iv] Foreign currency risk

The Group 1s exposed to foreign currency risk on sales and purchases which are denominated in a currency other
than Sterling Exposures to currency exchange rates are primarily denorminated in US Dollars Austrabian Dollars and
Euros The Group does not use derivatives to hedge translation expesures arising on the consolidation of its overseas
operations

At the year end, the Group had assets totalling £1,261 000 and Liabilines totalling £508 000 denominated in Euros
(2011 assets totalling £852,000 and Liabitities totalling £563 000) assets totalling £993 000 and Liabilities totalling
£705 000 denominated In US Dollars {2011 assets totalling £759,000 and Liabiities totalling £559 000] and assets
totalling £490,000 and Liabilities totalling £250,000 denorminated in Australian Dollars (2011 assets totalling £323 000
and labilities totalling £212 000] M each of the exchange rates weakened by 5%, the impact on the income statement
would be as {ollows

Group
2012 201
€000 £ 000
Euros 4 11
US Dollars 17 b
Australian Dollars 7 10
28 27

Al the year end, the Company had Liabilities totalling £267 000 denominated n Euros (2011 Labilities totailing £349,000)
liabilities totalling £47 000 denarminated in US Dellars (2011 Labilities totalling £110,000) and Labisties totalling £28 000
denominated in Austrabian Dotlars [2011 Labilities totalling £49,000}

Capital nsk management
The Group s objectives when managing capital are to safeguard the entity s ability to continue as a going concern
so that it can continue to provide returns for shareholders and benefits for other stakeholders

The Group sets the amount of capital in proportion to risk The Group manages the capital structure and makes
adjustments to it in the Light of changes in economic conditions and the nisk characteristics of the underlying assets

n erder to maintain or adjust the capital structure the Group may adjust the amount of dividends paid to sharehalders,
return capital to shareholders, 1ssue new shares or sell assets The Group follows a progressive dividend policy

The Company has no debt and therefore the total capital managed by the Group as at the year end was its total equity
balance of £4,474 000 (2011 £3,847000) Further details in respect of movemnents in capital are provided in the
statement of changes in equity
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22 Financial instruments continued

Summary of financial assets and Liabilities by category

The carrying amounts of the financial assets and liabilities as recognised at the statement of iinancial position date of
the years under review may also be categorised as follows

Group Company
2012 2011 2012 2011
E 600 £ 000 €000 £ 000
Financial assets
Loans and receivables - - - -
Cash and cash equivalents 1,643 1,617 11 13
Trade and other receivables 1.715 1,751 28 39
3,358 3,368 39 52
Financial iabilities
Trade and other payables 3,505 3660 854 939
Contingent consideration 340 499 360 499

3,865 4159 1,214 1438

Contingent consideration is a level 3 liabitity in the fair vatue hierarchy and 1s valued based on an estimate of the
present value of the likely consideration payable A level Liability 1s valued using valuation techniques where one or
rnore significant inputs are based on unobservable market data

23 Control
No mdvidual shareholder, or shareholders acting 1n concert, hold more than 50% of voting shares, and accordingly
there 1s not considered to be an  ultimate controlling party

24 Related party transactions

Company

The Company has a related party relationship with its subsidianies, iis Directors, and other employees of the Company
with management responsibiity

During the year the Company received a management charge of £63,00012011 £92 000) and a dwidend of £65 000 from
its subsidiary company Dillistone Systems [US] Inc [2011 £189,000] At the year end Dillistone Systems [US!) Inc was
owed £47,000 (2011 £110,000] by the Company

During the current year Dillistone Systems Limited paid a dividend of £1,000,000 (2011 €3 750 000) to Dillistone Group
Plc and a managerment charge of £128,000 [2011 £302,000) At the year end Dillistene Systerns Limited was owed
£435,000 (2011 €£446,000]

The Company received a3 management charge during the year from Dilistone Systerns {Australial Pty Limited of
£60000 (2011 £60,000] and at the year end owed it £28 000 {2011 £6%,000

Voyager Software patd a management charge of £130 000 (2011 €32 000) and owed the Company £13,000 at the year
end (2011 £22,000

Management charges payable by Group members to Dillistene Group Plc relate to management support provided
directly to them

The Directors received dividends paid by the Company of £299,000 {2011 £292,000]
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25 Dividends

The dividends paid in 2012 and 2011 were £643 000 [3 533p per share) and £409 000 (3 5p per share] respectively after
adjusting for the bonus tssue A final divdend in respect of the yearended 31 December 2012 of 2 5p per share will be
paid on 26 June 2013 These financial statements do not reflect this dvidend

Under company law any distribution made by a company to its shareholders must not exceed the amount of
distributable reserves reported in the last annual accounts of the Company circulated to shareholders In the event
that the last annual accounts do not show sufficient distributable reserves to pay all or any part of the dwvidends
concerned, then it 1s a company law requirement that a company prepares unaudited intertm accounls demonstrating
sufficient distributable reserves prior to payment of such dividend [ Interim Accounts | |n the case of a public
company Interim Accounts need to have been properly prepared and filed with the Registrar of Companies before

a dividend 1s dectared or [in the case of an interim dividend| paid

In the years 2006 to 2010, the Company paid dividends to shareholders in part out of distributable profits generated
in the year in which the dividends were paid, rather than in respect tothe distributable reserves avallable by reference
to the last filed annual accounts or relevant Interim Acceunts

Whilst the Group did have sufficient distributable reserves at the relevant imes to cover the whole amounts of the
dividends paid In the years 2004 to 2010 at the time that those dividends were paid sufficient distributable reserves
had not been distributed from the ether companies within the Group and paid to the Company by way of intra-group
dividends Accordingly the payment of the dividends in this period has given rise to certain technicat breaches of the
Companies Act 1985 or the Companies Act 2006

Interim Accounts for the six months to 30 June 2011 were prepared by the Company and filed with the Registrar of
Companies, showing distributable reserves sufficient to allow the appropriation of reserves necessary to rectify the
past dividend 1ssue

At a general meeting in November 2011 shareholders voted on and passed four reseluttons to rectify and ratfy the
payment of the dividends paid in the years 2006 to 2010, which were made in breach of the Companies Act 1985 or
the Companies Act 2006 and to release any claims that the Company may have agarnst its shareholders or Directors
(whether past present or futurel in respect of the dividends paid incarrectly This matter 1s now resolved
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