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15 years of dotdigital

1999

12009

* Won the National Business

2011

+ Admission to AIM
+ Launched social media management
« Translated the platform into eight

2013

digital project

PLUS MARKET LISTED

SHARE PRICE 3.75p
Buitt an email MARKET CAP £10m
broadcast too! for
the BBC as part REVENUE £2.5m
of a wide-ranging EBITDA £0.8m

2001 112008

a billion emails

REVENUE £6.0m
EBITDA £1.5m

2010

languages
2 O O 2 2 O O 6 Awards Growth Strategy * Won Croydon ‘best medium-sized
of the year business' award for the second
« Deloitte Fast 500 year running
« Ellipsis Media set up « Launched dotmailer * Ground up re-write of . r:s;g?;'z;x:ﬁer REVENUE £0.01
as web design and as a standalone product dotMailer v4 launched with Dynamics EBITDA £2. Gr‘n m o int ed dotmailer with M "
development agency for the mass market and proved to be a game + Launched Easy Editor, ! : "t :nge':' '5:'"" :"AWR : lagento
* Opened first office changer for marketers, SMS Mabile feature and irat accelerated investment
and'subsequenﬁy our services department . ope:é;: New York office
business « First employee share options
REVENUE £13.8m
; REVENUE £4.8m EBITDA £4.1m
{ EBITDA £1.1m
* Integrated dotmailer with
Salesforce
« Launched multiple automation
features including Segments,
Surveys and Triggers.
» Deloitte Fast Track 500 Tech in EMEA * Won the ‘Ruban d’Honneur’ N
« Hired first employee * Opened office in Manchester Awards at the European Business
+ Developed sales people * Won award for Deloitte Edinburgh and Belarus Awards for ‘best mid-sized
and infrastructure Fast 500 Tech Co in EMEA « Integrated dotmailer with Saleslogix business’
i 2 O O O + Ellipsis changed name * Wan Croydon business awards
: to dotmailer for ‘best medium-sized business’ REVENUE £12.0m
2 O O 3 / 0 5 * Opened first London office * Annual sent volume reaches EBITDA £3.4m » Rebranded company and

updated dotmailer interface

+ Celebrated 15 years of business
by opening a new London
Bridge office

» 53 new staff join the business,
taking total number employed
to 179. Company'’s first ever
employes is vated ‘employee
of the year' by staff

2 O 1 2 AS OF 30/06/2014

SHARE PRICE 33.13p
MARKET CAP £94m

2014




Corporate statement

dotdigital group's flagship product is dotmailer, the
UK’'s number one email marketing automnation platform.

We understand what marketers need from a technology
platform and bring together features and usability in a way
that no one else does. Supported by world-class strategic
and creative services we make it easy for our customers
to achieve dramatic results that grow their business.
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Key highlights

Revenues in SaaS products up 33%
(from £12.2m to £16.2m)

EBITDA increase by 13% to £4.7m

Net cash generated from operating
activities of £5.2m

Strong cash position of £9.3m as
at 30 June 2014

Our strategy of hiring,
retaining and investing in
our people is a key reason
behind our continued
strong organic growth

Peter Simmonds
Chief Executive




Chairman’s
statement

Again, we are delighted to report that
2013/14 has been another successful
year for dotdigital group plc.

In the past vear we have aligned our direct
sales activitles so that we now primaitly
fouus on what we defing as the mid-raarket
Tor our Software-as-a-Service (SaaS) email
platiorm, doimailer. As a result, ws have
macle gaod progress in signing larger
clients with higher monthly spends who
have a greater propensity to purchase
ancillary serces. A considerable amount
of our sales effort this past year has also
focuserd on exploiting the Magenio sales
channgl. Magento Is part of eBay Enterprise
and has established itself as the world's
leading scommerce platiorm and users

of tMagento iend to be high volurne emall
zenders 2nd rmateh the pro T our mid-
miarkat warget customers,

Qur North Amarican operation has
continued to grow and during this past
year we have signed our largest US clients
0 date. Through a strony presence at

the major irade shows in the US, there is
growing recognition of the dotrailer brand,
in pariicular in the Magentc market,

Frank Beechinor-Collins
Non-Executive Chairman

Tho dotmailer professional serdces divislon
has also developad considerably in the past
veay, largely dus fo tiore effsctive ascount
managamant and our focus on sefling

Into larger customers,

Sur decision during the last financial year
12 exil our Agency business has been
vindicated as the focus of management’s
effcris ¢n our core SuaS cmall business
has ensured that dotdigital has continued
1o grawe.

The miarketing and technical teams

have bezn busy for the past six months
develeping the new brand identity for
doimailer as well as releasing tha latest
version ot eur dotmailer plaiform, This work
has been vl received by customers and

The dotmailer services
business has also
developed considerably
in the past year, largely
due to more effective
account management
and our focus on selling
into larger customers.

Govemance
The Eoard puts strng einphasis
ensuring its efiectivenass and i

of

partners afilee and again
1he business and our ahilily to sustain our
technical competitive advantage In the
email imarkating industry.

Qur policy on acquisitions remains.
unchanged. Qrganic growth continugs
& ba our focus but, from time 10 time,
wonsider acquistion opportunities
shiould they alicw us to acceler:
grovah in 2 market oF provide us
a technical advantage.

of governance

across the entire arganisation. Monthly
mestings are held with the Board and the
Non-Executives are provided with detailed
management information in advancs of
these meetings.

The remuneration. sudit and risk
comnitiees mest regulary, ensuring the
Non-Executive Board members are fully
aware of potential issues in the busing
The business halds a regular sirategy
review and these reviews include active
involvement by the Non-Executive Board,

An evolving Board

Ve continue to review our organisational
structure te ensure we have the requisite
shils io sustain growih and develop

the business.

The business lias continued to fourish
undsr our CEO Peter Simmands. As the
business grows we have acknowledged
that we nee to broaden the sklls and
exparience of the operational Board,

To this end ws have hired a munber of
executives from outside the business to
ensure thai we have the management
capacity {o achieve our objeciives.

In addition tc the new executive
appeintnisnts Milan Patel was promoted
from Financial Goritroller to Chief Financial
Officer this year and joined the Board.

All of the ahove undlerlines cur
comnitmsnt o effective sucesssion
clanning.

ility as a corporate citizen
itseli on creating a close
working family of employees and we
vecognise diversity and equal oppariunity
as a way (o treat employees and support
thern to reach their full potential. We have
many exarnples of senior and fong-standing
employess wha jeined doldigital in junior
positions and have moved up through the
business. growing with us.

By aligning our goals with those of our
clients. we censistently deliver products
and services that ensure mutual benefit
and ultimately make both paities more
successiul, To this end we foster

strong relationships within the business
community, working closely with pariners
and suppfiers.

The dotdigitad group i ceminilied 10
working with local communities In 1he
areas where we oper We encourage
and suppor smployees volunteerng in the
arsas of vocational skills and devsloping
employahility amongst young people.
“Through Sur charitable giving we support
anumbsar of national and itetnational
chartiles anid these donations are evaluated
by our employee-led cotcharity commities.

The Group maintains its commitment

{0 ils environmental responsibilities with
emphasis on the Reduce, Reuse, Recycle
phillosophy across all offices, minimising our
impact an the environment.

Outlook

The outlook for dotdigital over the coming
years Is very romising with interesting
opporiunities both in the UK and overseas.

On behali of all our siakeholdars,

[ would fike to thanik tha team al dotdligital
lor their fantastic contrbulion to another
successful year. | would aiso like (o say

a spedial thank you {o the Executive
WManagemant taam for its continued
cormitmznt, hard work and passion

in devsloping the business.

i —

Frank Beechinor-Collins
Non-Executive Chairman




Strategic report

The dotmailer platform

Market-leading provider of email marketing software

dotdigital has grown to become the
leading UK supptier in the provision

of intuitive Saa$ praducts for digital
marketing professionals, The flagship
product, dotmailer, is a powerful emait
and cross-channel marketing automation
platform with easy to use tools that enable
large corporations and SME marketers to
efficiently create, manage, execute and
evaluate effective targeted campaigns.

Alongside Sas$ tecinclogy, the Graup
also provides expert enail marketing
consultancy and services for businesses
seeking {o maximise customer acquisition,
convarsion and retention, The Company Is
headquertered in London and employed
179 staif at the end of June 2014,

Ernilis one of the most establishid onfine
marketig channels and has year-on-year
consistently been i the top pariorming digital
channels for retum on ivestnient (ROJ), as it
can be ussd efiectively to aceuire, convert,
retain and grow custoniers. The Direct
Markaiing Association {DMA} Emall Mearkating
Counci's 2013 National Client Email report
underscores this, where respondents to a polt
Indicating an averags ROl of £24.93 for svery
€1 spent in 2012 on ernail marketing.

doimaller is & well-established product and

strong &vidence of the scalability of the

Atfom with monithly sand volumes
growing rom undar 5m sendls per month

1o currently over 400m sends per month,
The Company has carmied out significant
elapment work on the dotmader platiorm
wver the years, providing centinucus
innovation and functiunality 1o its users. This
includes a highly compeling visual drag and
drop emalt template sditor. drag and drop
segmentation and query bulder, drag and
crop campaign automation, translation of
the user interfaca into eight languages and
responsiva template toolkits that optimise
clisplay content arid fayotsi on mobille davices
(smariphonss and tatlets). The Company
also has pre-built integrations with best-n-
class Customer Relationship Management
(CRWM) prodiucts and ecommeice platfomis.
such as Salesfarce, Microscll Dynamics,
SalesLoglx and Magenio.

dotmaiier has a broad customer base,

with the five largest clients accounting for
approximately 5% of 1otal revenues (the top
20 clients account for less then 10% of total
revenue). To =ome extent, this reflects zome
of the Group's historicad success i the
SME space but incrzasingly, the Goup is
gaining solid traction in the mid-to-arge
<omotate market

Examps wing in this area include Randslad,
Shortlist Media Limited, Science In Spert.
Hertz, Land Secuiities Group, Thorntons,
Blemis, Lacthrokes International, Addison Lee
and McLaren. See page 10 for a sampls fist
of clients.

Email is one of the
most establisned online
marketing channels and
has consistently year
on year been in the

top performing digital
channels for return on
investment (ROI), as it
can be used effectively
to acquire, convert, retain
and grow customers.

ODEON
Case study

ODEON Cinemas is the number one cinema
operator in Europe and the largest in the world
outside of the Americas. Over the past five years
ODEON has built up a loyalty programme for
regular cinemagoers, called ODEON Premiére Club
(OPC), which now has a membership of 2+ million.

ODEON needed to turn transactional and behavioural
patterns into targeted custamer segments for data-
driven email marketing. But this was proving difficult
with muttiple touch points and long turnaround times.

So ODEON chose dotmailer and our Customer

Insight Mogule and the results have been impressive.
Two statistics standout; 21.6 membership increase
and 18,000 extra bockings from the loyalty club.
However perhaps the most impressive statistic

is the time saved and resultant efficiency gains. It used.
10 take ODEON four days to run profiles and import the
relevant data to their existing email platform using an
external agency. Now this process is automated within
dotmailer it takes just six minutes to build a list.

&
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Strategic report

Marketing automation
the dotmailer way

Sustainable differentiation

strategy

The dotmailer platform does everything
marketers need and want to do, helping
them deliver their imagination

Mavkeling automation involves a range of people arkd
suppliers working ver & paricd of tima
monitor and improve the rudss and data that automa
narkeling, Busing ypically increase the level ¢f
automation over ime as other parts of the business also
mature. dotmaller makes it easy for niarketers to start on
the masketing autcimation Joumey, and then Guickly
scate the features and funclions used as confidence
grows and ROl becomes clear.

From experience we know the areas
that give us competitive advantage
change over time as markets mature
and clients get smarter.

vis devisad (G allews us 10 maintain
dvartage in all arcas, for all clients.

For simplicity we have crealed parsena’s to help
comnuricale the changing requirements of our
customers. These are reprasentsd by the shaded
boxes in the diagram:




Strategic report

Qur values

On your marks.
Get set.
Grow.

Your success is our success. That's why
we grow our own people to be the best

they can, so they can help your business

to be the best it can. We don't do the
status quo. Now, off we grow.

It's our
business to
know your
business.

We run a business. You run a business.
Bottom lines are top of mind for us.
That's why everything we do for you -
and ourselves - is considered, thought
through and viable.

No nonsense.

Straight. Honest. Open. Truthful {even

if it hurts). We don't do business speak.

We prefer common sense. That's
what the best and most successful
relationships are based on.

Two peas.
Same pod.

We attract staff and clients that sing
from the same hymn sheet as us. It's
an ethos that binds us together. Truth
is, we're more like family and friends
than a company.

We're an
unlimited
Company.

We never sit still. Good enough isn't
good enough for us. We're always
thinking, always doing, always
creating. Why? We love what we do.
We care about how we do it. We think
you will too.

Our strategy

Over the past five years as a public
company we have enhanced shareholder
value by focusing on profitable growth
and product innovation.

The three-year strategic plan launched in October 2013 is
focused on continuing ta deliver strong topline growth through:

In 2013/14 we delivered significant new product
features including:
Program Builder allows users to create

. Pmdutgt complex email marketing automation
innovation programmes in minutes, based on either
customer behaviour, date, event or
segmentation rule.
" In 2013/14, 10% of our revenues etc outside
Expanﬂgngﬂ the UK, compared to 3% in the previous year,
geographically ‘We expect the percentage to increase through
2014/2015.
In 2013/14 we expanded the numbers of strategic
Deve[oping partners by 118% with particular focus on system
strategic inlegratars in the CRM and ecommerce sectars,
partnerships generalist marketing agencies and specialist email
marketing agencies globally.

Qur product team are constantly looking for new
e - market opportunities that can be satisfied by the
ldent'fylng dotmailer offering - for example during 2013 we
new focused a team of developers and relationship
managers on buikding revenues within the mid-
market ecommerce sector.

customer
niches

*  Order insight empowers customers to quickly
analyse their transactional and customer
base to identify the best targets by frequency,
value, and product category.

*  Web insight allows customers to build
segments and triggers from decisions
and actions made on their site website

‘We expect an increasing proportion of our
business to ariginate through these channels.
in the coming years.

To date this intiative has created contracted
revenues in excess of £1.2m with significant
potential for further growth. Our strategy is to
continus to identify niches where tight technical
integrations and product innovations combine
with the core dotmailer features to create a dlearty
differentiated solution for professional marketers.
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Our clients - dotmailer allows us to do things
we have only dreamed of before.

Amberiey Sherman,
Marketing Managsr, Cazenove + Lloydt

dotmailer is the trusted email marketing partner
of huge success stories. Here are just a few of the
companies we work closely with.
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Our people

The dotmailer platform is built and designed to be
flexible and work seamlessly with other platforms out
there. As a company, we like to think we're the same.

I've been in T Support

for several years and the
service dotmailer provide
is second-to-none. Offering
a wide range of resources,
excellent account
management and a fast,
efficient and responsive
helpdesk — the service
dotmailer citer is fantastic
and constantly evolving

to give more back to

their clients.

Molly Pugh,
Head of Support,
William Reed Business Media
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Key performance indicators

We use our key performance indicators (KPI's) to
measure our business. These indicators provide us
with the visibility of both our strategic and financial
performance. Employee remuneration is specifically
linked to these KPI's.

Financial

Revenue growth from continuing operation
We aim te deliver double-digit organic revenue growth.

o £12,197,000 2 8 % Growth
N £16,213,000 3 3 % Growih

Earnings Before Interest, Tax, Depreciation and Amortisation (EBITDA) before exceptional items.
We aim to have a positive EBITDA growth.

2013 £4,149,000 2 1 % Growth
2014 £4,697,000 1 3 % Growth

Cash position
We aim to have a strong cash position.

2013 £6,072,000 5 l% Growth
e £9,306,000 5 3 % Growth

An extremely powerful platform
which is very simple to use offering
great results.

Roy Rowlands,
Business Develcpment Director, Cognitive Pullishing Ltd

Strategic

Volume of emails sent
We aim to keep increasing the amount of emails sent through the system.

sors 2,645,000,000 4 5 % of sales
. . 3,700,000,000 4 O % of sales

Recurring revenue as a %
We 3im to have recurring revenues of over 70%.

[+
2m3 7 6 A Recurring revenue
78%
2014 'O Reeurring revenuo

Percentage of revenue from customers outside of the UK
We aim to expand internationally.

- 2%
O Outside of the UK.
10%
2014 O Outside of the UK
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Risks, mitigations
and impact

Risk area Impact

of risk

Risk area

Impact

of risk

Supplier, computter
hardware and internet
rollability-rolated risks

An gvent resulting in a hosting centre going offline
for any significant period of time or the temination of
provision of senvices by one of the Group’s hosting
centres for any reason may resul in significant

loss of revenues and therefore matestally harm the
Group's business, operating resulls and financial
‘condition. Simitasty, events preventing or obstructing
the servers from communicating over the internet,
such as the future availability of a finiie number of
1Pv4 addresses, may restrict the capacity of the
business.

The design of the platform along vith the system's
architecture has mufiipfe levels of resiience buit

in to cater for single paints of fature. The Group
continuously evaluates its key suppliers as pant

of its sisk nenagement process and diversifies
these where possible, to improve resifiency. There
is continued investment into dotmailer's cumrently
owned IP addresses, maintaining these to bs
reputable for sending emai globally, and utifising
them to maximum effect. The Group continues to
monitor its IPv4 capacity and seeks opportunities to
expand tis pool or utliss newer lechnologies to it
‘exposure 1o s risk.

Hire and retain key personnel

The loss of the services of key employees could
harm the Group's business. The future success of
the Group elso depends on its ability to identify,
ettract and retain highly skiled technical, managerial
and sales personnel, The Group faces intense
competition for qulified individuals from rumerous
technology. ecommerce and marketing companies.

Investment into talent acquilsition hiring programmes:
and continuous leaming and development has
enabled the Group 1o hire and retain highly skied
individuals. Enhanced employee benefils, a
competitive package, a modem and flexible working

environment utiising the latest technologles has
continued to mitigate this risk.

Internet Service Providers
{ISPs) reputation - related risks

As a large proportion of the Group's revenue is
derived by charging a price per email for sending
marksting emails on behatt of their customers the
impact of not being able (o deliver these for any
reason is significant. If abuse complaints from
providars are not dealt with propery or if bad
customer data generates muttiple complaints
through ISPs or third party Spam blackists,
these can impact the platform’s overall abiity to
deliver emals.

dotmaller provides a number of services as part of
the corc product to filter known or bad data that
‘may not camply to EU or US ant-spam regulations.
It aso provides a number of consuftancy services
toits customers to batter improve their dala and
compliance to legisiation. The Group continues to
work dlosely with ISPs and third party Spam fisls by
proactively dealing with abuse complaints generated
by customer emails and whist dolmailer acts as
the data processor on behalf of its customers,
and s ol directly iable for breach of the EU o
US antl-spam regulations, it does take these
breaches seriously, terminating customer service

p 1y, Gonfinued

into the automatic processing of abuse complaints
generated by customers, monitaring of defivery
rates to 15Ps and the regular reviewing of dotmater's
reputation on Spam lists continues 1o reduce the
risk in this area.

Devetopment of products

Thereis a possible risk that without continued
investment Into new products, enhancement of old
products and into new seciors then the growsh of
the Group will bs impaired.

Continued investment into and development of the
Group's product offerings has enabled good growth.
Responding to existing and prospective customers’
neads through enhanced service and tailored
offings contirues 1o distinguish dolmailer from ils
tion and increased
of softy enabling ips with
third pasties, has expanded the customer reach of
the Group. Offering the flexibility to integrate and
connect best-of-breed products with dotmalsr
‘continues to enable the Group’s customers to grow
at their pace without constraints.

Hacking & information security Thers is a possible risk that a hacking attempt

could resutt in a denial of service or loss of data.

‘The Group's technical team takes measured actions
across multiple levels to securs the dotmalier
platform and its customers' data. Continued
investment into the latest technology for threat
detection, remediation and encryplion, coupled with
its security policies and reguar penetration tests,
greatly reduces the Group's exposure to this risk.

Data privacy

Such laws and regulations require or may require
the Group and its cents to implement privacy and
securlty policies, permit consumess to access,
comect o delete personal information stored or
maintained by such companies, inform individuals
of security incidents that atiect their personal
Information, and, in some cases, obtain consent

to use personal information for certain purPOses.
Other possible legisiation could, if enacted, impose
additional requirements and prohibit the use of
certain technologles, such as those that track
individuals’ activiies on web pages or record

when individuals cick on a link contained in an
eema message. Such laws and regutations could
restrict the Group's clients’ ability to collact and use
email addresses, web browsing data and personal
information, which may reduce demand for its
products.

dotmader's features assist customers to be
compliant in current legistation and in most

cases automates these compliance processes.

It researches the impact of new legisiation and its
effect on its customers and publishes industry-wide
white papers and blogs. The Group’s executive
actively contributes to the digital marketing

space to advocale best practice and make sure

its customers’ needs are represented.

Competitive environment The sector the ins

The impact of competitors having more features.
increased financial backing, better brand recognition
and better global coverage increases the risk to tha
Group’s business model.

The Wi 1O Grow revenues year-on-
year and reinvests to defiver new product features,
best-in-class customer support and service:

offerings, enhanced brand recognition, improved
service delivery and markets globally to attract new
customers.

International Expansion As the business expands into new geographic
teritories there ks a risk that policies and practices
that have worked successfull in the UK market wil
ot provide the igh level of senice and assurance
that would have been delivered in the UK market.

Hiing sanior peoplo vith experience of developing
successh intemational business models, hiring

ity local people in important terttories and
uuls\ng the services of expert advisers. Introducing
management information and business intefigence
‘and conducting audits and risk appraisals.

Evolving technology and
customer requirements

Failure to respond to evoling technological
channels and customer requirements or 1o
introduce competitive enhancements and naw
features may make the dotmaier solution less.
competitive. The introduction of new solutions by
competitors potentially makes the Group’s sokstions
less atiractive or easy 1o sel, Failure to anticipate
chient requirements and successfuly devetop new
solutions or features may impact growth and
retention of existing clients.

Investment in development of new solutions and
enhancements to the platform means that the
Group remains a credible provider of mutii-channel
marketing Saa$ sofutions. Saa$S development
requires implamentation of rapidly changing
technologiss, adhering fo standards and regulatians,
anticipating client requirements and frequent
product enhancements. Continued emphasis

in recrutting and retaining expert technical and
marketing professionals has enabled the Group to
innovate within its sector.
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Chief Executive's
report

| am pleased to announce that the

Group delivered revenue growth, EBITDA,
profits and cash position ahead of
market guidance.

This performance is a result of continued
strong organic growth in the high margin
and long-term recurring revenues
generated by our core email marketing
product, dotmaifer.

Financial highlights

Within the cotmader core emal marketing
product division, revenues for the 12-menth
period grew by 337 mpared 1o the samne
pariod in 2013, sesuling In Slosing cash at the
end of the peried of £8.3m (2013; m).

A sumimary of revenues by diision for the full
yeur 1o 30 June 2014 is datailed belows:

12min
R

dotmailer

*in March 2012 the Board annowriced its plans
1 ving down o Group's Search Markating
arad Wt Dasign Division, ‘otdgency’, vadkst
‘contining to Sarvice ils exising cienis for

the remaining dral.on Gf their agreananis.

resments have tow ooms 1 an
£nd cuminating i the sucosssi dostae
of ihis division.

Peter Simmonds
Chief Executive

Review of 2013/14

Revenue perforiance was driven by
stronig growth of 33% acrass the doimaller
core product, ahsad of plan.

This stiong organic growth was undeminned
by a comsination of successhul new client
wins, particutarly in the corporate and
rid-inarkat sector, growth in recuiring
ravenue from xisting clierts and improver!
shient retention thiough having & largar
{ropartion of dlients under contracts of 12-36
months, Notable client wing during the ysar
Included Land Securiiies Greup, Thomicns,
Ladbrekes Intenational, Children with Gancer
and Mational Express Bus,

dotdigital has grown to
become a leader in the
provision of intuitive
Software-as-a-Service
(SaaS) products for digital
marketing professionals.

The Emait Creative and Managed Services

oifering ipart of the wider dotmaller division)
has had a very strong performnancs with an
incrzase in revenue of 126% 1o £1.8m over

Ravenues from the US region
strongly, increasiig from $0.4m 10 $1.4m,
an increasa cf over 200% compared to the
same period in 2013, The New York salss
office continues 12 focus on sactor niches
and higher value sorporate clients thai it
hias icantif &C are the most atiractive for the
dotmailer proctuct platicrm.

Pengtration Into Latin Amsrica has 2lso
rnateriaised in the iarm of warking with
Panama's COPA Ainiss, the third largest
camier in South Amearica, demansirating how
1he dotmaler platform is traveling from our
US base into Ceniral America and beyond.
The US pipsline continues to grow with the
befef it will be beneficiel to allocate nore
invesinent in headeount and marketing
activilies over the coiming year to capilalise
on this tart

the conyparatilz paiod. Wa fident that
coriinued revenue growth can be unlocked
irom thesa news zenvices by generating

RO ior our dlients & helping inie-poor
megketers to outscuics ihelr creative and
campaign managentent/straiegy 1o emall
marketing expeits such :

as dotdigital,

Ebay’s Magento Connector

dotehgital fully leunched tvs Magsnio
cormecior earier in the year allowing
ecommerce customers thal use the Magento
platform to synchronise their data between
the doimaller and Magenio platforns, The
client sign-upz of the new Magento Connector
has been st with the average monthly
resurring revenus spend for customers of
ovex {700 per month. The preduct has been
s evidenved! by feadback
gained from both clients and Magente
mlemertation partners, Over 100 clients
are now using this platform with most recent
wins ncluding 7dayshop.com, Elemis, Fraser
Haurt, Gorgeous shop, Vax, Heals, Trunki ascd
Fuji Film in the UK.

The US Region has also demonstiated how
invelualdle the Magento 1elationship has
become over a short peiiod of fime with
ignts won since the baginning of
{he vear. Vizio, one af the largest consumer
elecironics companies in the US and listed in
the top ten biggest brands in the word using
Magertto, is cne of the most recent adeditions
for dotdighad. New Magenio parers in the
US also inciudz, Bluz acomn, Pod1. Classy
flarna. SU Systems. Celebros and Peeri,

4 new

A clear endarsement of the success of

the hMagento relationship was recently
demanstrated when doldigilal was awarded
‘Gold Partnership Status’ di
iMaganto, enfy one In four small service
provicers in the workd to have been granted

Cash generation

The businzss continues to be highty

cash ganerative with cash at the end of the
period standing at £9.3m, an increass of
53%
capital expendiiure and product development
of £2.0m. The Cornpany continuss 10 be

dent irge. Highty ient cash colle
jrrocesses, combined with over 453
clients paying retainers by dlirect debit.
coniributed to the Company’s strong cash
position &t the vear end.

Dividend policy

I 'am pleased ic report that ihe Board has.
conducted a raview of the business plans for
the next three vears including eveluating the
cash needs for increased investment in both
organic growth and cepital expenditure and
has decidad that &n incrzase in dividend can
be proposed this year.

Thevefore subjsct ic approval at the AGM
on 16 December 2014 tha Board proposes
that the Comgany wil pay a didend of
0.2 pence per share, payable at the end of
January 2015.

Brand positioning

The Cornpany has successiully implemenisd
a dotrailer re-brancting initiative: which
ncamoratas a refresh of the dotmailer
platiorm, release of powarful nev: features
and the launch of 2 new marksting website.
doldigital alsc calehrated its 15-year

ihis presligious stalus. Marketing effonts.
have also bean continuous with doidigital
sponsorkiy Magerto's promizr eComnierce
“linagine 2014 event held in Las Vegas
earier this year and the ‘MagentolLive’ evenl
held in Losidon in July of this year.

andto this
auspicicus landmark the Company hosted
a “15th Birthday Network Peuiy” for over
200 clienis. partners arvd instintional
investors al dotdigitals riew offoss at
No.1 Lendon Bridge.

| see dotmailer as an
integral part of my
communications team,
delivering a quality service
that goes far beyond
sending out emails.

Lori Folts,

Head of Marketing Communications,
DHL Express

doudiziat g 3
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Chief Executive’s
report continued

People

As part of ths lang-term strategy to bullda
high-parfonming team capable of sustaining
aur growth we have made 2 number of
strategically importantt nires into the senior
managenent feami during the yea.

These have included:

HR Dirsctor

Marketing Director

* [T Director

Custoiner axperience Director
{staris mid Ociched

*  Executive Vice-Frasiclent

US Operaticns

.

eldition, we appointed Mitan Patel inio
2 rede of CFO In Maich this year when he
joined ths rnain board.

1 am corfident that the s«lls and experience
i the Executive team put us i a strong
position lo defiver on (he slralegy approved
by the Board.

I addition to the
duning the year,
period of accelerated investment in sales,
marketing and product development.

enior hires appointed

Tha goal we &t ourselvas was to iecruit
2 huther 30 sales and account ranager
stefi and to strengthen markeding and
proguct development.

The hiring process has continued through
the auturnn of 2013 and thraughout 2014.

Over that pericd we have hired & net
additional 28 salzs andt accouni manegement
staff, 3 additional staff into our marketing
team. S intc managed service and

design and a further 13 into the product
development and systens team.

This has been a significant undaiaking
and | have now tasked the senior team
with ensuring that the new siaff are fuly
integrated into the business and performing
to full capacity, We wil also be revisaing
our siructur: o ensure we hiave the conect
nanagement processes to suppsort the
enlarged tsam.

Market size

The congulti~g fim Econsultancy estimate the
total UK market for emall marketing platforms.
and services 1o be worth around £500m.
This, howeer, includss creative resouces in
agencies and client side resources. Qur own
estimat of the UK atldresseblz market for
email marketing autormaticn o ors i i
tha reglon of £180m with dotmaller enjoying a
inarket share of 9% in a iarket with avound
30 provices

Over ihe pasi seven years, revenues have
grown 543% from £2.5m to £186.2m (year
1o June 2014). This equates o a seven-year
CAGR of 37%, which Is higher than the
erarket growth ir that tive, reflecting market
share gains.

Over the past seven
years, revenues have
grown 548% from £2.5m
to £16.2m (year to June
2014). This equates to

a seven-year CAGR of
37%, which is higher than
the market growth in that
time, reflecting market
share gains.

Whilst ihe Group has always enjoyer a
High degres of repeat revenue, iuch work
has hesh done n the last two yeers to shift
is revenues to sontractual, recuring
revenues (which reduicas chum). with the
sales ieam incentiizzd on total contracisd
value of deals. The initialive has pesilively
impacted the stickiness of custemers, the

ration of clients on long-term contracts albeit
3t the expense of a small erosion ih margin as
aresutl of ncentives 1o sign nmutli year deals.

Danone
(Nutricia) Medical
Case study

The team at Nutricia chose a
combination of Salesforce and dotmaifer
to defiver an integraled mailing solution.
The dotmailer platform’s ease of use

has aflowed Nutricia to take their

online marketing activities in-house,
allowing their existing team to produce
campaigns quickly and effectively
without having to learn their way around
complex applications.

Automation features have been used

1o create and roll out multiple content
approaches and Imessages to diffsrant
audiences basad upon where they are in
the cusiomer journsy lifecycle. dotmailer is
also used to gather customer engagenient
and purchasing information and feed back
into he om Lo refing both targsling and
content for future activity,

Gase study

The key to its success is that
the whole process happens
seamlessly within the system,
with no manual intervention.
The campaign results have
been impressive enjoying an
average open rate of 48%.

Lloyd Ress,
Danone Nutricia

o
Anreal B
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City & Guilds
Case study

City & Guilds are implementing a four-year

i roll-out
with dotmailer, so they can spend more time
on creative work that has a greater impact
with their customers.

The project is two thirds of the way through and
City & Guilds are enjoying significant and tangible
benefits. Unique email opens frequently beat

50% with click through rates as high as 77%.

The automation programme has helped web
traffic rise by 20% and the rate of new contacts
has increased by 25%. Above all else sales targets
have been beaten by 9%.

Using deirnalier’'s advarxesd features City & Guilds.

are personalising messages based upon how and
when people react 10 the ernails. When this campaign
was benchmarked against the resulis of a standard

i mail campaiyn the results were telling - on
svery single indicalor the impact and response was
zeveral times that of a simple email, wiih the triggered
camipaign detivering a return an investment of 15:1.

When we saw dotmailer, we
were totally blown away. The
biggest attraction was its ease

of use - it enabled us to move
from a big effort to build a single
email, to using that time to craft
automated and targeted journeys
across multiple emails. Also the
flexibility and reporting, as well
as the ability to segment all our
different email recipients, was
way ahead of anything else

we saw. The decision was a
no-brainer.

Steve Smith

eCRM Manager,
City & Guilds

Chief Executive’s
report continued

Growth strategy

During tha year we evaluated 2 numiber of
potential acuasition opportuniiss in the
email marketing space. However, as i pror
years none of the businesses avaluated
ware judgad to ba likely to crzate long-tamy
shareholder value when execution and
integration dsls were factored i,

Therefore aur focus remains on organic
growth by selectively invesling in sales and
account rmanagement staff 1o concantiate
ankey relationships and riarkets al
the samie time: Investing in the dotmatier
platform to maintain it's tachnical kad,
ease of use, and mfegration,

‘The focus on fast growing medium-sized
Lushesses and comorat s has driven
average monihly spend per
and the average contracted monthi
of new cliznts added durng the vess was
£410. This, carnhined with a focus on longer
lerm contracls, (78% of dlients are now on
12-24 month contracts) and client retention
is Irnportanty leading to signiiicantly higrer
client fifstime values.

In Sepiember 2013, the Board agreed

io invest arouns| £3.5m o eocelarate our
organic growih by hidng a further 30 saley,
account management executives and
increasing marketing spend. This increase in
headeount and addiional markedrgg sperd
targely hagpenad in the second hali of the

& possible to

sion.

Based cn the eary results there aie claar
inciications that ihe potential
further growth exdsis from greater invastment
in the US mariket and from itrming strateric
partnerships globally,

Brilding on the leading position of the
dotmaller brand in the mid-market wil be a
key pricsity for 2015 and 1he Bowd bsfieve
ihat theve are significant fulure growih
oppontunities from hring additicnal sales
parsonnet and account inanagement stafi
in the US and futher building the team
developing strategic partherships globially.

Outlook

The datmatter emal mareting/marketing
avtornation platform continues to perfonn
very strongly in its chosen rmarkets and in
quarter one of tne nev financial year has
dafivered totdl ravenues In fing with plan.

The sirategy to focus on mid-sized)
businesses vilh higher itstime values and
lowser attrition has demonsirably comtributed
10 higher sevices ravenuas and higher
average monthly contract values, strong
retention and we continue 10 see strong
demend within this nicha both in ths UK
and US. We are ever mindful of the need to
constantly innovate and enhance the feaiures
of the dotmater platiorm to mest the

nesds of today's more demariding
digital marketer, Our product managament
and devalopnent team are planning over

3-, 12- and 58-month tinwe horizans to
ansure the platfarm continues to cleliver
compatitive advantags,
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Chief Executive’s
report continued

The marketing initiatives to buld our US
presence are now staring to defiver a sirong
nipefine of new clienis. perticularly In the
imic-size online retall space v continugs
to be acore tocus for 2015 ad as the
custerner base continues to gitv we vill
neerd to invest further into local account
managament and managed seivices.

The Board inlend la conduct & review oi the
progress and cppeitunities in the US and
South Amnerica in the conting months with
aview 1o potantially investing further.

The focus on developing strategic.
parinerships is now resuliing in a steadily
growing pipeline of crders fromn partners in
the UK, US andt RoW. In partioular, we have
sean ths growth in number's of Magento
partnars in the US nov: refening business,
and we have racently signed a major pariner
in Australia, vihare we have alrsady seen the
first ordlers flowing from this parinership.

Cabbages & Roses
Case study

The marketing initiatives
to build our US presence
are now starting to deliver
a strong pipeline of new
clients particularly in the
mid-size online retail
space which continues to

In easty Octaber, we lunched awnite bl De @ core focus for 2015.
permaiship to test the market. ssling email

marketing into Sauth Averiea using & local
lenguags version of dotmailer. This viill be the
basis of further expansion into this large and
growiryg market.

Az part of Ihe rebrancing inflialive some
sigrificant featurss have besn added to the
dotimailer platform which the board believes
will spen up new sales opportunities and
pmvide enhanced ravanue possiblilies from
existing clients.

Dernand for email marketing and merketing
autemation continues to be strong bothin
the UK and imernationally anc whist the
sector continues ko be competitive the Board
believes 1hat the dotmaller plationm is well
placed to continuz to generate Strong organic
growih in revenues over the coming vear

Upmarket fashion and homewares retailer
Cabbages & Roses does over two-thirds of its
businass anline and considers effective customer
communication to be one of its key differentiators.

The comipany sought an emall platform that could ke
integrated iully with its Magente ecommearce websits
solution, and would be effective, vasy 10 use and
ielialle. They salscted doimailer and are delighted
with the result.

We found that after just

a year, the ROl on web sales
compared to the campaign
costs is over 5,500%.

Holly Leigh-Harvey,
Operations Director, Cabbages & Roses

Case study |
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Corporate social

responsibility report

This year dotdigital further developed
its social responsibility activities to
ensure we fully developed and utilised
our human capital for the benefit of our
employees, partners, clients, suppliers
and the wider community.

As a company fisted on AIM, dotdigital is
not required io produce a caiporate soclal
responsibility report. Howevey, the Directors
befigve that in tha interest ¢f ransparency
a risf commentary should bz included.

Helping our clients win

By aligning our goals with those of cur
<lients we 2onsletently deliver products
and sevices e f
and uttirately inake both parties more:
successul.

Ws cars what sur clients think of detmailer
and value thelr feedback. We collect

this feedback naturally though our close
parinerships and account inanagement
and also in more structurad ways such 2s
surveys and net promicter scoring. We we
know the key is to act on what ihey @&l us
50 our products and senvces constantly
evalve 10 ghsure wo adap 10 meet thelr

dotdigital fosiers sirong 1 ips, within

the business coramunity, werking togsther
with partners and suppliers. As the global
reach of our buslness continues te sxtend
we'te delighted to grew our community
partnerships worldvide, bullding on the
slrong feundaticing created in the UK. We
believe that invesiing knowlsdge and time
into partnerships is a key o de

with our
The dotcligital Group is cornmiiter] to
vecrking with our local communily. A key
focus in the last year has been our work
with young people in ihe Croyden area
thaugh a numibier of ntatives.

Employses have been voluntesring
with Code Club, an Inftiative to teach

strong ity tiss, innc
mutual business growth.

The Group works closely wilh its ever
growing partnar network through support
and collaboration. Regular partner mest-
ups allow netwaorking and the developmert
i sound business relationships. In the

last year we've been building teshnolugy
partnarshins by working with business
communily gioups and maore recently
regularky hosting tech community evants
and meet-ups.

Ag a part of lhe Group's strong
commitment 1o our local business
community, we aii to source local
suppliars wherever posaible. dotdigital ams
to work with supphers with similar sthical
standards and values. Al dotdigital we

needs and use our i and vision
to lead for the future and stay ahead
of the curve,

Our thoughtl leadership and best practice
defivery of marketing automation ensures
we abways strive to be the best and our
clients share in this success. Through clos
association indusiry bocliss such the
CMA, wa snsurs the Dest interests of cur
business and our client’s business are
considered and represented.

8

Working within our business community

26
dordigitat g
Are a0l o

undey the of fair and exjual
treatment, and pasticulery drive towaids
transparant and fair paymient tenns and
processes.

fa! in primary schodls via after
school clubs. Voluntsers worked vith

four primary scheols in the Croydon area,
teaching 8-11 year olds the fundamerttals
of programiming, allowing them to develop
probklem solving, planning and callaboraiicn
skills alongside compuiational thinkdng,

1o addition, the Group has palticipaied

in consultation with Croydon Council
Youth Davelopinent Programme, focusing
on youth employakility and life skills
development. dotdigital sponsored the
TEDXYouth@Croydan event, a platton for
young people in Croydon to be inspired
by their peers following he ‘ideas worlh
sprsading’ philssophy of the global TED
commuiity,

dotdligital. and in particular Simen Bird, has
also taken an active 1t 1 the Croydon
Tech City compiunity. vworking o make
Croydon a go-lo kxcalion for technology
argenisatlons and in particular stari-ups
and driving the growth of Croydon as a UK
technalagy ik,

The Group's coinnlitnent & charitable
organisations has continued with the
crestion of a dotcharity commitiee

ponsible for fundralsing inltlatives and
events. This year there have been a numbsr
of chavities supported including Lhs British
Heant Foundation. Save the Chikiren and
the Eitish Red Cress.

Ag past of doidigital’s work with our
comimunity, the Group sustains its
enviranmental responsiillities with
emnphasis on the Reduce, Reuse,

sycle philcsophy aeross all oifces,
Qur datacenties sat industry standards
in energy eticency and the
of our products and
lew-impact on the &

are
vironment,

Being a great employer

dotdigital prides itself o creating a close
working family of employees — dotfanily.
e racognise diversity and equal
oppertunity as & way to treat employees

35 Individuals with indiidual needs, and
support and develop employses 10 reach
their full poteritial. We have inany exarmiples
of senior and long-standing enpleyees who
joined dotdigital in junior positions and have
d up through (he business, giowi
with us,

We select and hira new employees for our
tsam purely on the basis of, axqerk
skills, aptitude and potential without
reference t irelevant factors such as.
race, refigion. age, gender o nationality.
We are proud of the diversity of dotigital
and through culture, leadership and policy
ensure all empleyees experience a working
environment free from
herassment.

This year we reviewed and re-launched our
ernployes bensiit prograrrne (o ensure
our employees were provided with an
atirasiive, ralevent and cost-efiective suite
of berefits, This programime also ensured
we remalned an atiraciive emiployer to
support eur recruitment activitios as part of
our guntinued growth plans, Key bonsfits
inclucle; pension provision, health care
insurance. child care vouchers, cycke to
work scherie and season ticket loans.

Betwesn our landmark offices in East
Croydon ard our newast office locaticn
an the Thamies at London Bridge. we
provide modern, creative and collaborative
environmenis for our amployess, partners
and clients, This promotes a high-vuality,
collabxcrative, team working space that
ensures we continue to provide best of
biged products and services,

Strategic report .

The strategic report wag approved by a
duly authorisedt commniittee of the Board of
Dirgtlors on 18 October 2014 and signed
on its hehali by:

Milan Patel
Company Secretary
13 Ocicher 2014




Governance

Board of Directors
Executive Directors

Peter Simmands reca Simen Bird “Tink" lan Taylor Milan Patel acca acs
Chiof Execulive President & Co-Founder President & Co-Founder Chief Financial Officer

& Company Secrstary
Pelar Simmonds cornrmenced Simen Bird has developed an Tirk Teylor has 20 years® Millan jtined the Company

his career in 1976 25 a baings
accountani with Unilever Plc and
has over 30 years of expenence
at senlor managament and board
level, principally in ihe arees of
banking. insurance, finance,

IT. eutsowrcing and softwere.

As well as krge cornpany
axperience fie ha terabile
entiepranevrial expenience
naving been involved at start-up
or early stage ot 2 number of
compeniss in various industry
sectors induding consullancy
services, venide leasing, scitwars
and intermet sulutions. As

well as being an sxperisiced
finance profassional Peter has
considerable expsrience of
acquisiicns, disposals, post-
aoquisition integraticn, change
manageinen and creating
cultures and struciures to
facilitate entreprenaurship

and growth,

in-depih technicd knovdadge of
the infernat and its a2ppfications.
Prior to co-founding dotdigital
Group he assisted In the
development of a majer intemet
access provider, He has
provided serices (o a numiber’
of wel-known companies and
organisations n helphg create
welsiles, intransts, extranets,

experigncein the fiekd of digitat
communicaticns, With vast
experence of intioducing digital
marketing 1o companies laige
and amall, he has besn pivotel
i 1hs davelopment of i
marketing since its cutsat in both
{he UK and now the US. Senving
as a ey and influential member
of the UK Direct Marksting

content fof systems
and other enfine solutions.

ssociation’s Emall Madeting
Coungil and also the Inlernet
Advertising Eureau since 2006,
Tirk has been judging the Email,
Mobie and Agency categories
atthe UK DMAS avards for
over half 2 decads whilst also
chairing the Email Marketing
catagory. In 2014, Tink was
alected as Acvizary Cenities
Mernber of the Board of the US
Direc: Marketihg Asseciation’s
Ernail Experience Gauncil.
He constantly sirves to help
individual organisations, and tha
inclusiry as a vihole to develop
and progress.

in 2007 and was appointed
Group Company Secietayy in
2004. Milan is & mernber of
the Assodiation of Chantared
Certified Accountarts, an
assoiate insmber of the
hertered Institute of Secritiss
and Investiments and holds &
BA (Hots) degree in accounting
and finance, Milan has over eight
years' experience in acuounting
and firance wimin the technology
and logistics indusiry. He
has been responsible for the
firanaial and lagal aspects of the
reverse acguisition of West End
Ventures PLG, the acquisiticn of
Neteallidus, admission to Plus
and the introduction to AIM.
He pansible for the
Group’s furictions in financial
rnanageivient and reporting,
regulatory compliancs, tsgal
and cirporate govemance,

Non-Executive Directors

Frank Beechinor-Collins
Non-Executive Chairman

Richard Keflett-Clarke, rca
Non-Exscutive Dirsctor

Simone Barratt
Non-Executive Director

Frank Beechinor-Colins. was
ior 11 years, CEO of One Click
HR, an AfM-listed ITHuman

was 3 co-foundsr, The e
apetated in the UK and forth
America and had around 200
emplovees, Frank oversa# the
successful sale of the business
10 ADP, a $4bx NYSE-listed
company, for $25m. In notable

en, Frank was for fivg years,
Operaiions Director of GMCS,

a UK-hased training services
provicler, with several thousand
employees. Frank bings & great
deal of comporate experience

o the Board, gained over
vears cf warking for and running
public and private companiss.
Frank has a streng frack recerd
in MA and brings with hiina
quality nstvark of contacts in the
fields

software as & service.

Righard Kelleti-Clarke bringz
1o the Board over 25 years of
managernant expenence in
the tun round and strategic
repositioning and very of

ek, eleclonics and software
indusiries. He was & founder of
AFX NEWS Limitad. now part of
Thomison Reuters, and Sesiled
iMedlia, now ownad by Oracls,
He has held nuingrous CFO roles
In subsidiaries of large Plc’s as
well as the role of IT Director at
Financial Tirmes Infonviation. He
was pait of the team as CFO
which brought Pickwick Group

Pic to the main market and Brady

Pl to AfM. He is cuner
CEO of Idox Plc, an Al-listed
spacialist software and senices
busiress,

Simone Barratt has over

15 ywars’ experience of
eccrmerce and orine
markating. She has grown
businesses i mul $m

from incorperation. She

has internalional expansion
experience in Europe and the
AsiaPac. She was appointed
Global President of e-Dialog Ing,
an Ebay company in 2011 with
Income Statement responsibilty
for just undier $100m business
acrass USA. EMEA and APAC
and 450 employsus.
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Corporate governance

report

The Board has scught 1o comply with &
number of th provisions of the Code in so
far as it considers themm to be appropriate
for a company of their size and nalurs. They
make e staizmant of liance wiih the

is datermined by the whole Board. The

Cirectors are conscious of the impertance of

perfarmance-relatad incentives and bonuses

ars paid based on perionmancs as deemed
by the i it

Code overall and do nat ‘expiain’ In etail aryy
agpect of ihe Codle with which they do not
<comply.

Compliance statement

{a) Directors

The deialls of the Group's Boaid, togather
with the audit and rermuneration cormimitices,
are set oui on pages 26-Z3 and 31-33.

Thg Board meets monthly anid is responsitle
for strategy, performance, approval of major
capital projacts and the framework of intemal
conrols. The Board has a formal schedule
of maiters resenved for specific review and
decision, To enate the Board to discharge
its dutlzs, 2l Direciors receive apiroprate
and imely information, Briefing pepers are
distriouled 1o all Dirsclors i acvaice of
Board rnestings. All Directors have access

o the advice and services of the Company
Secratary, who is respensinte for ensuring
that :.cerd procadures are followad and

hie nutes and regulations are

vith. Al the year end there vere

/& Dirsctars. two indspendznt
Non-Brecuiive Directars ad an

The resruneration comimittee use both
“inanc al and non-iinancial benchmarks to
determing the Executive Director bonuses.

fc) Relations with sharehclders

The Group encotirages bak-vay
communications vith all its sharehelders
and rasponds quickly ta all mauests or
<ieries recatver).

All sharsheiclers have at fgast 21 working
days' notice of the annual genaral meeling

ai which all of the Directars and the Chaiman
are nommaly available for questions.
Commenis and quastions are encouraged
frons the shareholders at the meeting.

(d) Accountability and Audit

) Financial reporting

Detailed reviswvs of the performance and
“inane & position o° the Group are nduded
in the Chief Execistive’s siatement. The
Boar usss this and the Dirsctors’ rapart
an pages 34-35 to presert a balanced and
undlerstandalle assessment of the Group's
position and prespects. The Direclors'

NorrExecutive Cheiman.

The cuirant constitution of the ramuneration
committez ancl the audit corraittes ie shown
on pages 31, 32 and 33

Appointments to the Board are nornina
an Executive Oirestor and then considered
by the full Board, The service contracis of the
Exeuutive Directors are less than one year
and detenminaple by six months netics.

fb) Disectors’ remuneration

As set out on pags 32 and 33 and the
remuneration of the Executive Cirectors

i3 determined by the Remuneration
Conwitize, whilst that of the Mon-Execuitives

ility o thes tinzncial is
descnbed on page 35.

@} intemal control

The Board confiims that it hos established
the procedures nscessary to implement

the guidance st out in “Intermal Corirol:
Guidarwe for Direstors en the Combined
Codie”, The process of sk identilication,
evahuaticn and management has besn
oonsideredt by the Board, it is their intention
thet this wil continue to be kept under
constant revievs and will be considersd at
each Board mesting In the future. The Board
is continuing o {ake steps to embed intemal
<ontrol and risk management furiher into
the aperations of the business and o deal
with areas of improvement which come to
nanagemant and he Board's altention.

The Direciors acknowizadga their respansibilities
for the Group’s systern of intenal financral
control, Such a system can prov sonable
but not absohite assuranze against meterial
rnisz:Atement or loss. The Board confinrs ihat
the procatiures necessany to cornply with the.
provisicns of the Code, including the guidance
of Turnbul, have been in place veughout

the year ancied 30 June 2014 and up 1o the
date of the Directors' tzpont. It has considersd
the major business rish
emdionment. rportant control procedures,
in addition to the day-te-day supervision of
the business, Inchucie compariscn of monihly
managansnt accounts to the budget.

(i} Audit committse and auditors

The Audit Committes comprises Frank
Beschinor-Colling and is chalrad by Richard
Kelleit-Clarke. The auditors of the Gioup inay
also atiend pan or all of each neeting andd
(he“ have direct access o ihe conunittes: for
cdiscussions. without the presence
of the Execulive Direster if required. The audil
committes may examing any miatigrs relating
to the financlal 2ifairs of ihe Grous. antio
the Greup's audit. This includles revisvss of
the annual accourts and announcermznts,
accounting policies. compliance with
accounting standards, the appointrent

and fees of auditors and such other refated
furictionis as fhe Board miay requre.

(v} Going concern besis

After making enoul the Dirsciais have
formed a judigment. at the ume of a).pmvr\g
the finzncial swatements, U
raasonable expeciation that the Group has
adeguale rescurces to cortiiue in operatinnal
existence for the foreseeable futwre. For this
rzason the Dirsctors continue to adopt the
going concern basis in preparing the financial
statemants.

23, 1

Audit committee
report

The Audit Cainmit

C ition of the Audit Ct

of External Auditors

of the Bozrd. The
comimittes include:

*  Reviewing the half-yearly and full-ysar
ascounts and resulis anounceimiens
of the Company end any other
formal announcements ralating to the
Company's financlal partormance and
recornmending them 1o ihe Board for
approval;

*  Reviswing the Group’s systems for
Irternal { nanc al contro! and risk
management;

*  Mornitoring and reviewing the
effectivenass of the Group's internal
acoounting functicn and considsring
regular reports which arlse:

*  Considering the appointiment of the
external auditors, overseeing the
process for their selection and making
recommendations 1o the Board In
relation 5 their appointment to be
it to sharsholders for approval at a
gensral meeting;

*  Menitaring and raviewing the
gffectiveness and independence of the
external auditors, agreeing the nature
and scope of their audtt, agrseiny
their temuneration, and considering
their reports on the Group's accounts,
reports {o shareholders and their
evaluation of the systams of internal
financial control and 1is< managament.

The Audtt Commitiez comprises

Frank Beschinor-Collins antd Richard
Kellgit-Clarke. The Chairman of the Audit
Comnities is Richard Kelleti-Clarke. The
Cornrittee insets separatsly with the
sxtanal audiiors without management
being present. The Secratary to the
committez is Milan Patel, the Ceimpany
Secratary.

Main activities of the Audit Committee
At fts tnacting on the 30 Szptember 2014
the Committes reviewed the Group's
prefiminary announcsment of its results for
the fina~cial vear 30 June 2014 and ihe
draft report and accounts for that year.
The Commitiee reosived reports from

ihe external auditers on the conduct of
their audi, their review of the accounts,
including accounting polisies and ai
of judgment, and thelr comments on risk
managemeni and control maiters.

The Commitiee also reviewed the
perfonnance of both the internal
accounting function and external audltors.
The ravisw of the exiemnal auditors was
used to caniinm the approsriateness of their
reappointment and included assessment of
thei” independence, qualification, expertise
and rescurces, and effeciiveness of thelr
audit process.

The Audit Gomimitiee 2iso revievied the
efiectiveness of the Company's systems
for internal financial contrel and i
management. The Commillze reviewed the
Group's Grxdit control preceuures and risks
cenceming IT conirols.

Both the Bowd and the external auditors

ikziity that the audiors™ ob‘
indeperndence could be ¢
policy in respect of sen
external audtors is as follcrds.

o Audit elated services — the external
audlitors arc invited te provis i
which, in thelr gosition as auditors.
thay rnusi or ar= hest placedi 10
undertake. This includes tormialiti
refating to borrowings, sharehclders”
andd other circulars. vavious other
regulatory repoits and work in respect
of acquisitions and dispasals;

+  Tax consulting — in cases where thay
are best suited. we use the external
auditors, All other significant 1ax
consulting work is put out 10 ten;

*  General consulting - in recogn
of public cancern over the efiect
oi consulting services on auditors’
independence, ou policy is that the
external auditors are nal Invited to
tender for general conisulting work.

an

Intemal management accounting

The Audit Committee reviewed the
perormance of the internal accounting
function. the cepartment’s resource
requirements and also approved the
internal budgets for the year ended

20 June 2014. The Cornriittee concluded
that these budge! xoth prudent
and realistic in ths centsxt of the

Group’s ambitions.

dotd:
Anraat Fe
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Remuneration

committee report

The Remuneration Committee

The Caniparty discloses the following
inforrnation on Cirectors’ reivuneration
mingihul of Rule 13 of the Al Rules and the
fect that as the Company is queted on Ali,
It Is not required 10 comply with the Maln
Market UK Listing Rules or thoss aspects
< the Cornparies Ast Lo fisted companies
regaiding the disclosure of Ditectors”
renneration.

The Commiittss cemprised Richard Kslisit-
Clarke {Chaimian) and Frank Bsachinor-
Colins.

Tha Secrelary to the connittee is
Mikzn Patel. Chief Financial Officer ana
Carnpany Secretary.

Remuneration policy
The Group's executive remunaration policy
objectives are:

ia) Toenswe that Individual rewards and
ncentives are clirecily aligned with the
performance of tha Group and that of
the inierests of the sharehalders,

i} To malntain a compsiitie progranvie
which enables the Group fo stiract and
rataln high-caft and

Key elements of remuneration for
Executive Directors

Tha Comniitiee consiciers ths key elenents
intoial o ensure therz 1s the nght balance
between ward for shor-lerm sucoess and
lang-term growih. For executive diractors.
1his is summansed a5 follows:

Base pay

Reviewed against:

¢ Salary kxels in comparabiz sizeds
companizs tistad on All;

*  Markst conditons and Cernpany

sval of pay awards i rast of the
business:

+  Role and responsibifity of the indilual
Diraator.

Benefits

Revizwed against:

*  Aligned fo total reward structure for all
employees:

*  Providad on a market cornpefithe basis,

Annual bonus scheme
Reviewed against:
¢ Group PBT with an indivdual

{©) Todetenrine the temms of employment
and rsmuneration for executive dirclors.

penvrnance glement linked to object
delivery:

Drive profitability and strategic crange
acrass the Group;

*  Ddlivery of the overall business strategy.

Service contracts

On 7 January 2009, the Executive Directors
each entered info a service contract with the
Group, the temmg of which commenced
upan admission 1o PLUS Markets on the

2 February 2008, Each appointrnernt runs
for one year from that date and is terminalols
by six manths’ notics by either party to
expire at the end of that year or at any time
thereatter. The agresment contains restrictive
covenants, Upon tarrminetion, no benefits
{other than thosa acciuing during the notice
period) are due to the Dircoter.

Employes Incentive Schemes

The Growyp has awarded share options under
EMI. approved shiare option schemes 10

key emiployess who hed complsted ther
probation perod at the date of grant, The
beard considers the periomance of staff in
oonjunction with ihe Group during the, bi-
ennual review procsss, Discrationary bonuses
are aviardsd based on individual and Group
perfomiance.

Approved by the Remuneration Coivini
Signad an its behalf by

DS bl (K

Richard Kellett-Clarke
Chairman of Remuneration Comiiftee

fonkatetindes
F Beschinar-Coflins
RKeiett-Clavke
SRt

N o
ar
aLorbeboatees ) o,
F Beachinor-Coliing B _
e U ——— s — -
T 93

Director interests

The respective nierests, all of which are beneficial. in the sharas of the Cornpany “or the menibers o the Board at the year end and
subssquent to that date are stated belows

P Sinmonds®

1 Tagtor
SBird

8% of P Simmiorkis holdings/veting rights has been hiakd by Frank Nominees Linited who acts as the norninee for Alliance Thust Pensions
Linited. which is the: trustes of a SIPP estabilisher! by Peter Anthony Simimonds. Frank Nominees is the vehicks: used by Kiziwort Benson
Uimited to hok! securities for clients, --.sts, SIPPs ete. Tha benetciary of the SIPP is Peter Arthony Sinvonds.

Directors’ interest in share options

Under the Group’s executive shave option scheme the following Directors have the right to acquire ordinary shares.

Takion paich. Cotaha
Comnbmdy e e _ et aexith —
M Patel

5000 0V02/2010 010212019

01/02/2018
. . - G 211272015
e m — m — — m s — e — = mameeT - 50 01/06/2018  01/02/2016

A0 1027397 16250 01At2015 3141072018




Governance

Report of
the Directors

“Tha Directors present thelr ieport #4th ihe
fnancial staterients of the Company 2nd the:
Growp for the year ended 30 June 2014,

Dividends

The Board pronose a dMidend payient of
£566.000 {20130 £279,000) 0.2p per otinasy
share (2013: 0.10 per ordlingry share) to by
diztribuled 1o shareholders in respect o the
Group's reportad pesformance,

The Boards dividend policy wil be revigwed
annually in fine with ensuring there is
adenjuate cash within the business to
mantain high greiath sirategy.

Directors
“The Direstors shown below have hekd
office during the pericd fom 1 July 2013

to the dats of this repart.
| Tayior
+ SBid

¢ PSmmonds

*  RKeleti-Clarke

*  F BeachnorColins

* SJBamailt

* G Fidura fresigned 11 March 2014}
« M Paiel (appoinied 11 March 2014)

The D rectors whe served during the

iod and their beneficrel int

i~ ihe shares

ot the Group as reccrded in the Register of Directors’ interests at 30 Juna 2014 ara as
follows:-

0000 i Bdno 2013

Mursbie of

¥ Beschinor-Callng
Sgarat
RKelieti-Ciatke
WPal — T T T oA

G Fidura

Frank Nominees Lirited holds 2.18% in respect of P Simmionds holding/veting rights
acl as nemineg for Trust Aliance Pensions Limited. Frank Norrinees is a vehicle used by
Kieinworl Benson Limited 1o held securilies for clients. trusts, SIPPs etc.

The heneficiary of the SIPF ¢ Anthony Simmonais,

~ The 229,184 share shown as bzing heldl by Mr Bzechinor-Colling are owned by
Curra Trust, a irus: establisned for the bhenefit of his children and in which he has
~o penefcal interest.

The Diectors who served durig the period and their beneficial interests i share oplions
in the Group. as recorded in ihe ragister of Directors’ mtarests as at 30 June 2014 are
as follows:-

[oIX
Honrorcd

E>ecate Drsctees

Substantial interests
2n 2 Cutober 2014, the following pariies had notifist the Groun of o be-ei
that represenia 3% or mave of the Group's issued shars capital ai that date:

ial interest

Percentags
smshaang
Sysecer e e e e e e I oI
| Taylor 40,276,667
S Bird 32,276,667
Licn Trust Asset Management 24,817,058
Invastec Assat Mar 2

Ol Mutual Globad Inv

River and Mercantils Assgl'M;ﬁag;;ne‘

Frankiin Templeton
Peter Simmonds

Publication of accounts on

company website

Financial statarmients are pilished on the
Conipany's website. The maintenance and
integrity of the website is the responsibiity
of the Dilectors, The Dirsciors’ rezponsibilty
alse 2xtends 1o the hnancial statzmenis
conlainsd herein.

Indemnity of officers

The Group purchases Direciors and officers.
mawance against their costs n defending
thernselves in leyal proveedings faken
against them in that capacity. and n @spact
of daimages resulting froni the unsuccessil
defence of any proceadings.

Financial instruments

Details of the Group's risk management
objectives and policiss togsther with its
2 posure o financial risk we 6t outin
Motz 22 1o the ‘inanc al statemenis.

The puipose of the palicies Is to snsure
that edeguate cost-effective funding is
available to the Group and sxposurs t
financial fisk - interast rate. g idity and
creit risk is ninimised.

Product development

In the nrkeis in which the Group operates.
eifecive developmient is vital to malntaining
competitive advantage and secunng fuiure
incoms slrgams.

Going concern

After making appropriate anauires. the
Directors consider that the Company and ths
Group has adequate resources to conlinue
in uperational existence for the foreszealie
fulure. For this reason. thay contiwe to
adopt the going concein basls preparing the
finandial staterents.

Events after the reporting period

There are no events after the date of this
report of e dats the financial staenents
were approved by the Board of Diraciors
which npact on ihe iigures s presertted.

Listing

“The Group's ordinary shares hava twen
traded on London Allernative Investiment
Mavket {AliV) since 28 March 2071, N+1
inger are the Group’s nominaled advisors
and together with Finncap are the joint
brokers. The closing mid-merket sharg
price at 20 June 2014 was 32.12p (2015:
12.875p).

of Directors’
Tha Directors are tesponsibiz for preparing
thie Repart of th: Cireotors and e inancial
statements in accordancs with applicable law
and regulations.

Company law requires the Dirsctors 10
prepare finenciel staternents ior each inancisl
year. Under that lav the Directors have
elected to prepare the financial statements
in accordance with Interational Financial
Reporting Standards a5 adoptad by the
Ewropean Union. Undler company lew the
Oirectors must not approve the {nancial
statements unless they a-e salisfisc! that they
give a true and tair view of the state of affers
of the Company and the Grotp and of the
predit or loss of the Groug: for that period.

In preparing these financial statements. the
Directors are raquirsd to:

«  selact sultable accointing policies and
then apply themn consistently;

+  make judgamenis and accounting
estimates thit are reasonatile andt
rudent;

*  siate whether the Group and parenit
Cuorrpany financidl staternents have
beaen prepared In accordance with
IFRSs as adopted by the Europaan
Union subjest to any materials
departures disclosad and explained
in the financial statements.

*  prepare fhe financizl statemznts on
the going concern basis unless it is
inappropriate to prasums that the
company wil continue in business,

The Direcions are responsible for keeying
arleruate aocounting rscoeds that are
sufficient 10 stow and explain the company’s
and the Group’s transactions and disclose
reasanable accuracy at any fime the -
finaniad position of the Comnpany znd

the Group and enable them to ensure

ihai the financial stefements comply wiih

ct 2008, They are also
guarding the asssts of th
company and the Growp @nd hence for 1aking
reascnable steps for the pravention &
ditection of fraud and other imoguari

The Directors are responsible for the

ai 2 and integrity of the comorat:
and financial information Induded on the
company’s webstte. Legislation in
Kingdem govarning the prep:aration 2
dissamination of financ.al statements may
differ from tegistation in other krisdiclions.

as to di ofi
to auditors
So far as 1he Directors are aware, thereis.
no relevant auditinformation {as definedd by
Section 419 of the Compianiss Act 2006) of
which ths Group's auditors are unawars, and
each Director has taken afl the steps that he
ought to have 1aken as a Director in order
0 make himssll aware of any refevart audit
infonmiation and to establish that the Group's
auclitors are awave of that information.

Auditors

The auditors, Jefireys Henry LLP, vl
he pruposed for re-appainiment al the
forthcaming Annual General Meeti

On behalf of the Board

M Patel
Director
13 October 2014
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Report of the

independent auditors

We have ausited the financial statements
of dotdigital group o the year

ended 30 June 2014, which comiprise
the consolidsted incame statement,
consolidated statement af comprehensivs

incomns, consolidatad staiernent of
cchanges of equity, company statement of

changss in equity. consclidaied statement
of financial position, company siatement of
finarcial position, conzclidated statement
of fows. company stacement of cash
flows and the related rotes. The financial
reporting framawork that has been applied
In thelr preparation is applicable law and
International Financial Reporting Standards
(IFASs) as adopted by the Eurepean Union,

This report is made solsly to the Cempany's
members, as a body, In accardance with
Chapter 3 of Part 16 of the Companies Act
2008. Our audit viork has been undertaken
20 that wa might state to the Company's
membsrs those maiters we are requirsd

16 slate te them in an suditors report and
1or no other purpase. To the fullest extent
pemiitied by law. we do nat accept or
assume responsitility o anyene other than
tha company and the Compzany’s members
as a body. for eur audit worl, for this
report, or for ihe opinions we have formed.

Respective responsibilities of

Directars and Auditors

As explained more fully in the Staiement
of Dirsctors' Respansibliiies set cut on
page 35. the Birsctors are responaible

for the preparation of the group financial
statemeznts and for baing sallsfied that they
give a true and fair view. Our responsibility
16 audit the finarcial staterents in
accordance vith applicabls taw and
International Standards on Auditing (UK
and Irsland). Thase standards requlre us ta
comply with thie Audliting Practices Board's
Ethical Standards for Audiitors.

% _ L.

deidigital gmiup ic
Aneal fapar 202312014

Scope of the audit of the
financial statements
An audit invebies obialning eviderice abeut
e amounts and disclosures I the financial
statements suficie~t {o give rsasonabile
thai the finanzial @re
frea rom material misstatement. whethar
caussd by raud or error. This inchides an
assassmani of: whether the accouniing
policies are appropriate to the Group's
circumstances and havs been consistently
applied and adequately disclosed; the
reasonableness of significant accounting
estimales made by the Direct
“he overall preseniation of ihe financial
staternants. In addition, we read all the
financial and non-financlal information
in the Chainnan's repont. Straiegic
1eport, Corperate Go
Audit Cominiites report, Remuneration
Commiltee report. and Direstors rep
to identify material inconsistencles
¢ sudited hnancial s aternents and to
lentify any intonviation {hat is apsparently
meaterally ince based on, or materially
inconsistent . the knowledye acquired
by us in the course of perfarming the
audit. If we becoine aware of any apparent
material misstatemients or inconslstencies
we censider the implications for our repart.

Opinion on financial statements
In our opinion the financial statenente:

* Gioealrue and fair view of the state
of the Group's affairs as at 20 June
2014 and of its profit for the yeer
ihen endeti:

Have besn properly prepered in
dccordance with IFRSs as adopted
by the Ewropean Unlon;

¢ The financial siataments have been
prepared in accordance with the
requitements of the Companies
Act 2005 and Article 4 of the IAS
regulation.

Opinicn on other matter prescribed
by the Companies Act 2006

In our opinian the infesmaticn given In
the Report of ths Directors and Strategic
Report for the financiat yeur for which
the group financial stasements are
prepared is consistent with the Group
financial stetements.

Matters on which we are required

to report by exception

Ws have nothing to report in respsct of

the fullowing inallers wherg the Coinpanies.
Act 2008 requites us 10 repon 1o you if,

in our opinien:

*  Adaquate accounting recotds have
nof been kept by the Group, or returns
adaguate for our audit have nat been
received ircm branches nct visitad by
us; or

*  The Group financial staiements are
not in agresment with ths accounting
records and retums; or

Cerlain disctusures of Direclors
rernuneration speciied by law are ~ot
made; or

We have not received all the
Information and explanations we
regquine 1or our audit,

e

Jonathan Isaacs
Senior Stgtutory Auditor

For and on behalf of

Jeffreys Henry LLP (Statutory Auditors)
Finsgate 5-7 Cranvsod Strest

London EC1Y SEE

13 Octoier 2014
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Consolidated income statement
For the year ended 30 June 2014

30814
N S Nowes . .€0%0
Continuing operations
Revenue 16,213
Cosiofsales 1,533
Gross profit 14,680
Adminlstrative expenses T 11,059)
Operating profit 3,621
6 2
7 3,641

Incoine tax expense 8 (131) {220}
Profit for the year from inuing operations 3,460 3,765
Discontinued operations
Loss for the ysar i discentinued cperations 4 (23] {3,023)
Profit for the year 3,419 742
Attributable to the owners of the parent:
Profit for the year from continuing uperations 4 3.460 3,765
Loss for the year from discontinuing operations @ 3,023

3419 742
Earnings per share from continuing operations (pence per share)
Basic " 1.24 1.38
Diluted 1 118 1.32
Earnings per share from i and di i

(pence per share)

Basic 1i 122 0.27
DBiluted 1.18 0.26
Adjusted earnings per share from continuing and discontinued
operations (pence per share)
Adjusted excluding exceptional items 11 1.22 111
Adjusted diluted 11 118 1.07

Consolidated statermnent of comprehensive income
For the year ended 30 June 2014

Profit for the year

Other comprehensive income
Items that may e subsequenily reclassified to profit and loss:

on ing fereign ) 2)
Total fve income attril to:
Owners of the parent 3,415 740
Total comprehensive income for the year
C ive income fror conli t 3,456 3,762
Comprehensive income from disconlinued op: ns. 41} (3,023

38

dodegitol g cic
Anrudl Fepar: 2013/2014

Consolidated statement of financial position
For the year ended 30 June 2014

31614 20613
e HNutes 0% X
Assets
Non-current assets
Goodwill 12 609
Intangible essets 13 2,449
Property. plant and machinery L L A12
- 35
Current assets
Trade and other receivables 16 2.652 2,893
Cash and cash equivalents 17 9,306 6,072

12,968 8,965
Totalassets T Tres 12,495
Equity attributable to the owners of the parent
Called up share capital 18 1414 1337
Share premium 19 5.147 4,863
Reverse acquisilion reserve 15 {4,695) (4,695)
Other reserves 19 82 13
Relranslation ressrve 19 ) 2
Retained earnings 19 12,211 9,071
Total equity N 14,153 10,637
Liabilities
Non-current liabilities
Deft ,

Current liabilities
Tradle and other pay
Cutrent tax pavable

3,242 1,858

17,395 12,495

The financial statements ware approver] and authorised for issus hy the Eoard of Directars on 13 Cctober 2014
and were signed on its behalf by

M Patel
Director

Company regisfration number: 06289658 {England and Wales)

Financial statements [
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Company statement of financial position Consolidated statement of changes in equity B
For the year ended 30 June 2014 For the year ended 30 June 2014 =
©
©
3083 Caled ug Fotained Snar =
[ Noes 500 R shars capied conings promium o
. e £ £000 00
Batance as at 1 July 2012 1,377 8,202
15 Issue of share capital 10 -
i of reserves e 127 -
Current assets ; WHNONNEIS | et e e e e ALY LI
Trade and cther receivables 16 FProf for the year " B a2 -
Cash and cash equivalenis 17 ensive Income .. - = z
Cash and cash € s -
Total assets o . Balance as at 2,863
Equity attributable to the owners of the parent Issus of share capltal 284
Called up share capital 18 1,414 Dhidends - [ R < -
Share premium 19 5147 with owners
Other reserves 19 82 Proft for the year
Retained garni 18 2,423 Other comy Income
Total equity 9,066 Total ¢ incoms
Liabilities Bal:

Current liabilities
Trade and other payables

Total habilities
uity and iiabilities

Balance as at 1 July 2012
Iasue of share capital
Reciassification of reserves
The financial statements were approved and authorised ior issue by the Board of Directors on 13 Ociober 2014 Sharz bassd payments

and were signed on its behali by k ians with ovmers
Proiit for te year

Other comprehensive income

Total comp ive income
Balance as at 30 June 2013
- B B Issus of share capital

Dividends

M Patet Share based payments

Directar Transactions with owners

Company regisiration numbes: 06288659 (England and Wales} Profit for the year
Other ive income

* Total comprehensive incoms
Balance as at 30 June 2014

« Share capital is the amount subscribed for shares at nominal value.

» Relainad earnings represents the cumulative earnings of the Group atiribulabls to equity shareholders.

Share premiurn tepresents the excess of the amount subscribed for share capitel over the nominal value
of the nel share issue expenses.

.

Restranisiation reserve relates to the reiransiation of a foreign subsictiary into the functicnal currency
of the Group.

' » The reverse acquisition reserve relates to the adjustment reqguired {0 account the revarse acquisition in
accordance with International Financial Reporting Standards.

Other reserves refate to the charge for the share based payment in accordance with International
Financlal Reporting Standard 2.




Company statement of changes in equity
For the year ended 30 June 2014

Called up Retainod

share capnal caings
______ £000 SR
Balance as at 1 July 2012 1,377 129

Issue of share capital
i P raserves
 Qwners.

T S EEe T
Balance as at 30 June 2013 1,387 3,065 4,863
Issue of share capital 27 - 284
Dividends - 279 ~
Transactions wiih owners o e (279) 284
Lass for the ysar - {383) -
Other comprehensive - = o
. - (363 -
1,414 2,423 5,147
Other Total
TBEUVES equily
R Ry —— . R 0%
Balance as at 1 July 2012
Issu of shere capital - 118
Reclassification of reserves 12n -
Shars based payments 3
Transactlons with owners
Profit for the year
Other fvs income
Total income:

Balance as at 30 June 2013

Issue of share capiial

Dividends

$Share based paymenis
with owners,

loss for the year

Cther . - -
Total i = 363)
Balance as at 30 June 2014 82 9,066

Share capital s the amount subscribed for shares at nominal value.

.

Retained eamings represents the cumulative earnings of the Group attributable to equity shareholdlers.

.

Share premium rapresents the excess of the amount subscribed for share capital over the nominat value
of the net share issue expenses.

Qiher reserves refate lo the charge for the share based payment in accordance with International Financial
Reporting Standard 2.

Consolidated statement of cash flows
For the year ended 30 June 2014

Cash flows from operaling activities
Cash generated from operations

Tax paid
Net cash generated from i tiviti

Cash flows from investing activities

Purchaze of intanglole fixed asseis (1,408} {1.352)

Purchaze of tangible fixed asseis 807} (292

Interest received N - 20 s

Net cash flows used in investing activities {1,995) (1,631)
ash flows from financing activities

Equity dividends paid 279) -

Share issue

Net cash flows from financing activities

iIncrease in cash and cash equivalents

Cash and cash at beginning of year 29

Cash and cash equivalents at end of year 29

2,078

Increase in cash and cash equivalents fror conlinuing operations.
Increase in cash and cash equivatents from discontinuing operations (34) 25)
Increase in cash and cash 3,234 2,053

The above does not include the efiect of foreign exchange rate changes on cash and cash equivalents due to its

imimatertal nature.

Company statement of cash flows
For the year ended 30 June 2014

B0.8.4% 305132

e Notes 000 £000
Cash flows from operating activities
Cash from operations, 28 7 (273,
e 7 (273)
Net cash from opt ing
Cash flows from financing activates
Loan from Group comparnies - 142
Equity dividends paid 279) -
Sheolose .au 18
Net cash flows from financing activities 32 260
Increase in cash and cash equivalents 39 13
Cash and cash equivalents at beginning of year 25 70 €3 .
Cash and cash equivalents at end of year 29 109 70

!
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Notes to the consolidated financial statements
For the year ended 30 June 2014

1. General information

detdigltal group plc {dotdigita”) is 2 company incorporated In England and Wales and quoted on the AIM
Market. The address of the registered office is cisciosed on the inside back cover of the financial statzments.
Thie principal aciivity of the Group is described on page 4.

2. Accounting policies

Basis of preparation

These financial siaiements have been preparsd in accordance with international Financial Reporting Stenclards
as adopted by the Eurapean Union (IFRS's as adopted by the EU) and those parts of Companies Act 20086 that
appliss to companiss reparing under IFRS. The financial statements have been prepared under the hisiorical
cost convention.

Ths Group has applizd all accounting standards and interpretations issuad by the Internationial Accountancy
Standards Board and International Accounting Interpretations Gomunittee effsctive at the time of preparing the.
financial siatemenls,

New and amended standards adopted by the Company

There are no IFRSs or IFRIC interpretations that are efiective for the first time ior the fir
an or after 1 July 2013 that would be expected to have 2 materfal inpact on the Group.

cial year heginning

and to that are not yet effective.
The following new amendments to standards and it ns hava been issued, but
are not effective for the financial year beginning 1 July 2013 and have not been early adopted:

Application Application
date ot date of
Reteronce Title Summary standard Group
Amendments  Amendments IFRS 2: clarifies defirition of vesting condilions. 1 July 2014 1 July
101FRS 2, IFRS 3 resulting from Annual  IFRS 3: clarifies contingent consideralion in a business combination 2014
tmprovements 2010-

s 12Cycle - I .
Amendments  Defined Benefit Clarifies that the treatmert of contributions when they are Periods commencing 1 January
0 1AS 19 Plans: Empioyee independent onorafter 1 July 2014 2015
(RO, ... -....Ofthe pumber of years of service ___ e et 2
IFRS 9 Finandial lmtrumems Revised standard for accounting for financial instruments Periods commencing on 1 January

orafter 1 January 2015 2015 _
Periods cammencing on + January
orafer 1 January 2014 2014
Periods 1 January
orafter 1 January 2014 2014

Impaimment of assets  Umited soops amendments to disclosura requirements

1AS39 Hedge accounting and Provides relif from
novation of derivatives  of

hedge U

a hedging instrument 10 a central counterparty meets specified
critgria

FRSZ1 T Accounting for Clarifies that the obligating event giving rise to a liabilly to pay a levy _ Periods commencing on 1 January
levies imposed by is orafier 1 Janvary 2014 2014
govemments the aciivity described in the relevant legistation that triggers payment

ofthelevy » i
Amendments have been made to define an ‘investment en com
and to introcuce an exception from consolidation and the required  or after 1 January 2014 2014

IFRS 10, IFRS 12, Exception from
ns 27 cansolidation for

. Prese ial li
IFRS 14 Ragmalcn/ deférral | Aims to enhance the comparabilty of financia) reporting by eniities  Periods commencing on 1 January
. subject torate-veguiations orafter 1 January 2016 2016
IFRS 15 Revenue from Specifies how and when to racogniss revenue a Periods on 1 January
it wel) or after 1 January 2017 2017

as requiring more i and relevant disclosures -~ —
Prwdes guidance on when 10 recognise a liabiity for gwemmev\l Periods commencing on 1 January

__orafter 1 Janyary 2014 __ 2018

FRIC21 T Levies ¢

The Directors anu::xpa\e that (ha sdopuon of these standards and the interpretations in future penois will have no material impact on the
financial statements of the Group.

The financial statements ars presentec in sterding {£), rounded t¢ nearest thousand pound.

Basis of consolidation

In the period ended 2009 the Gompany acquired

via a share for share exchange the entire issued share
capital of dotrnailer Limited, whose principle activiy is
that of web and ernail based marketing.

share of the identifiable net essets acquired is
recerded as goadwill, If the cost of acquisttion
i 13 than the falr value of the net assats of the
subsidiary acquirsd. the difference is recognised
directly in the income stalement,

Financial statements |

Under IFRS 3 ‘Business cormbinations' the dobmailer Subsidiaries

Limited share exchange has been accounted for as A subsigiary is an enlity whose dperating and financing
a raverse acquisition. Although these consolidated! policies are conlrolled by ihe Group. Subsidiaries are
fnancial staternents have been issued in the name consolidated from the datz on which control was

of the legal parent, the Company it represents in transfermed 10 the Graup. Subsidiaries cease to b
substance is a continuation of the financial information  consolidated trom the date the Group no longer has

of the lzgal subsidiary, dotmailer Limited. The following  control. Intercompany transactions. balances and
accounting treatment has been applied in respect of unrealised gains on umsa”uom between C!uLID

the reverse acquisition: panies have been efi on consolidation.

* The assets and liabilities of the legal subsidiary,
dotmailer Limited are recognised and measured
in the consolidated financial siaterents at their
pre cornbination carrying amounts. without
restaternent to thelr falr valus;

As a result of applying reverse acquisition accounting
since S0 January 2009, the consoldated IFRS financial
Information of dotdligital Group Pic Is a continuation of
the financial information of dotmailer Limited.

Revenue recognition

Revenue comprises the fair value of the consideration
vad of receivable for the sale of goods and

rvices In the ordinary course of the Group's activitles.

» The retained reserves recognised in the
congolidated financial ztatements for the beginning
of the prior period refizct the retained reserves of
detmailer Uirnited to 30 April 2008. However, in Revenue i5 shown nel of value added tax returns.
accordance with IFRS3 ‘Business coinblnations’ rebates and discounts after eliminating sales within
1he equity structure appearing In the consolidated the Group.
financial statements reflects the equity structure of
the legal parent dotdigital, including the equity
instrumients issued under ths share exchange to
effect the business combinaticn;

The Group recogrises reverua when the amount of
revenue can ba rellably measured and it Is probable
that the future economic benefits will flow to the

entity, The Group bases it's estimates on historical

A reversa acquisiiion raserve has been created to results, taking In 1o considaration the type of customer,
enable the preseniation of a consolidated balance 1he type of transaction and the specifics of each

sheel which combines the equity structure of the arrangement.

legal parent with the non statutary reserves of the
legal subsidiary;

.

The Graup sells web based marketing services i
other businesses and services are either provided cn a
Cemparative numbers are prepared on the usage basis o fixed price bespoke contract. Revenue
same hasis. from contracis are recognised under percentage ¢f
completion methad based on a percentage of services
performed to date as a psrcentags of the lotal services
1o be performed.

The following accounting treatment has heen applied in

respect of the acquisition of dotdigiial:

*  The assets and liabilities ot dotdigitat are
recognised and measured in the consolidated
financial statements at their fair value at the date
of acquistion.

Going concern
The directors, at the time of approving the financial
statements, a reasonable expeciation ihat the
Gompany and the Group have adequate resourcss
*  The cost of an acquisiion is measured as the te continue In opsratienal exisience for the foresseable
fair valug of the assels gven. eguity instruments future. Thus they continue o adopt the going
issued and liabilities incurred or assumed at the concern basis of accounting in preparing the
date of exchange, plus costs diractly attributabl: Financial Further detail is iined in
to the aequisttion. ldenifizble assets acquired and  the strategic review.
liabililies assuined in a busiiess combination are
measured iniliafly ai their iair values al the date of
acquisition, irrespeciive of the extent of any
interest. The excess af the cost of
ion over the fair valuz of the Group's

dot
Anrual Fag




Notes to the consolidated financial statements conunued

For the year ended 30 June 2014

Operating profit .
Operating profit is stated after cherging operating
expenses but before finance costs.

Exceptional items

Exceptional itenis are non-recutring imaterial items.
which are culside the normal scope of the Group's
ordinary activities such as cests arising from the
impairment cf investrants and closure of divisions.
Such iterns are disclosed separaiely within the
financial statemants.

Dividends

Fina! dividend distributions to the Gompany's
shareholders are recognised as a liability in the financial
stateinents in the period in which the dividends are
approved by the Company's shareholders whils interin
dividends distributions are recognised in the period in
which the dividends are declared and paid.

Goodwill

Goodwill represents the excess of the fair value of the
consideration over the fair values of the idsniifiable net
tangible and intangiblz assets acquired.

Under IFRS 3 "Business Combinations” goodwill
arising on acquisitions is not subject to amortisation
but is subject to annual impairmient testing. Any
impairment is recugnised immediately in the income
statement and not subsecuently reversed.

Investments tn subsidiaries

Investients are held as non-current assets at cost less
any provision for impaitment. Where the recoverable
amounl of the invesiment is less then Lhe carrying
amount, impairment is recognissd.

Intangible assets

Intangible assets are recorded as separately identifable
assets and recogrused at historical cost lsss any
accumulaled amontisalion. These assels are amortised
over their ussiul economic lives 4-5 ysars, with the
charge includsd in administrative expenses in the
inccine statement.

Intangible assets are reviewad for impairment

annually. Impaiment is measured by delermining the
recoverable amount of an asset or cash generating unit
{CGU) which is the greater of its vatue in use and iis fair
value less costs t sell. In assessing value in use, the
astimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessmients of the time value of
money and tha risks specific to the asset or CGU. For
the purpose of impalrnient testing, asssts that cannot
be tested individually ars grouped together into the
smallest Group of asseis that generates cash infiows
from continuing use that are largely indepenclent of the
cash inflows of aiher assets oy CAU.

i i
il fopsr 20:3/2014

Domain nzmes

Acquired domain names are shown at historical
cost. Domain names have a finite life and are carried
at cost fess accurmnulated amortisation. Amortisation
1s calculated using siraight ine method to allocate
1he cost of domain names over their useful lives of
four years.

Sofiware

Acquired software and websites are shown at
historical cost. They have a it life and ars carried
at cost less accumuteted amortisaiion. Amortisation
1s calculated using siraight ling method to allocate
1he cost of software and websites aver their useful
Ives of four years.

Product development

Product development expenditure is capitalised
when tt is considered that there is a commercially
and vieble technically product. the related
expenditure is separable identiiable and there is a
reasonable expeciation that the related expendilure
will be exceeded by future revenues. Following Initial
recognition. product developments are carried at
cost less any accumulated amortisaiion and any
accumulated Impalnnent losses, The useful lives of
these intangibie assets are assessed to have a finite
life of five years. Amortisation is charged on assels
with finite fives and untit economic benefit can be
received and recognised. this expense is taken to
1he income statement and usaful lives are reviewed
on an annual basis. Amortisation is charged from
the point when the assels is available for use.

Other development expendiitures that do not meet
these criteria are recognised as an expense as
incurred. Development costs previcusly recognised
as an expense are noi recognised as an assetin a
subsequent period, Capilalised development cosls
are recorded 2s Intangible assets and amortised
frorn the point at which they are ready for use on

& straight line basis over its useful life.

Costs incurred on develepment projects (relating to
the design and testing of new or improved products)
are recognised as intangitle assets when the
following criteria ars fulfillad:

ItIs technically ieasible to complete the intanglble
asset 50 that it will be available of use or resale;

Management intends 1o complete the intangible
asset and use or sell it;

There is an ability to use or sell the intangible:

It can be demonsirated haw ths intangible assst
will generate possible fuiure economic benefits

* Adequate technical, financial and other resowice
o complete the Jevelopment and to use or sell
the intangible asset are available and;

The expenditure atiributable 10 the intangible
asset during its dlevalopment can be reliably
megasured.

.

Impzimzent of non financial assets
(3xciuding goodwill

Al each balance shest date, the Group reviews

the carrying amounts of its tangible and intangible
assets 1o determine whether there is any indication
that those assels have sufiered an inipairment loss.
If any such indicalion exists, \he recoverable amount
of the asset is estimated in order to determine the
extent of the impairment toss {if any). Where the
asset does not generate cash flows ihat are
independent from ather assels, the Greup estimates
the amount of the cash g unit
1o which the asset belongs. An intangitile asset with
an ingdefinite usehl lite is tested for impairment
anhually and whenever there is an indication that
1he asset may be impaired.

Property, plant and equipment

Tangible non current assels are stated at historical
cost less accumulated depreciation. Historical cost
includas expenditure that is directly atiributable to
the acqulsition of the ltemns.

Subsequent costs are included in the asaets camying
amount or recognised &S 2 separate asset, as
appropriate, only when it is probable that fulure
econaimic benelit are asseciated wilh the item will

to the company and the cost of the item can be
measured refiably. The carrying amount of the replacad
part is derecognised. All other repairs and maintenance
are charged to the income statement during the:
financlal period in which they are Incurred. Deprecietion
is provided at the following rates in ordsr to write off
sach asse! over ils eslimated useful fite and are based
an the cost of as s residual value. Significant

camponents of individual essais are assessed and if a
compenent has a useful life that is difierent from the
remainder of Ihal asset, that component is deprecialed
separately.

over the term of the lease
25% on cost

25% on cost

The asset's residual values and useful economic lives
are reviewed and adjusted, if appropriate. at each
reporing date. An assel's canying amount is writien
down immediately o its recoverabls amount if the
asgel’s canying amount is grealer then its estimaled
recoverable value.

Gains and toss2s on disposals are determined by
comparing the frocesds with the camylrig amount
and are recognised withln other lusses) or gains in
the income statement.

Capital risk management

The Group manages it's capital to ensure il is able

o continue as a going concern while madmising the
refurn 1o stakeholders thraugh the optimisation of the
debi and squity balance. The capital structure of the
Group consists of cash equivalents and equity
atiritutable to the owners of the parent as disclosad
in the Statement of Changes in Ecquity.

Taxation

The tax axpense tor tha year comprises cumsnt

and deferred tax. Tax is recogrised in the Income
statement, extent to the extent that it relates to items
recognised in other comprehensive incerne or directly
in equily. In this case, the tax is also recognised in
other comprehensive incoms for directly in equity,
respectively.

Current tax

Cunent taxes are based on the results shewn in the
financial statements and are calculated according to
Jocal fax rules, using tax rates enacted or substantially
enacted by the balance sheet date.

Deferred taxation

Deferred income tax is provided in tull, using the liability
method, on temporary difierences arising between the
tax bases of assets and liabilities and their carrying
amounis in the financial staiements,

Deferrad Incone tax assets are recognised to the:
extent that it is probable that future taxable profit will
bz available against which the temporary difference will
b ulilised.

Defared incorne tax is detennined using tax rates

ihat have been enacled or substantially enacted by

ths balance sheet date and are expected to apply
whan they related tleferred incoms asset is realised

or deferred income tax liability is seitled.

Operating leases

Rent payable under cperaling leases is nol recognised
In the Group's statement of financlal position. Such
costs are expensed on a straight fine basis over the
tenn of the lease. Lease incentives received are
recognised as an integral part of the total expense,
over the ferm of the lease.

Financial instruments

Financial assets and financial liabilities are recognised
an the statement of financial position when an entity
becomes a party to the contractual provisions of the
i ments. Financial assets and financizl liabilltles
are inftially measured at fair value. Transaction costs
that is directly attributable to the acquisition or issue
of flnancial assets and financial lizhilities {other than

Financial statements |
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Notes to the consolidated financial statements con

For the year ended 30 June 2014

financial assets and iinandial liabilities at fair value
through profit or foss) are added to or deducted from
the fair valuz of the financlal 2ssats or financial
liakilities. as appropriate, on intial recognition.
Transaction costs directfy attributable to the acquisition
of financlal assets or financial liabifities al falr value
{hrough proiit or loss are recagnised immediztely in
the income stalement.

* Financial assals

The Group's accounting p
are sot out below.

ies for financial assets

[} determine the ification of its
financial as at initial recognition depending
on the purgose for which the financial 2ssets

were acqjvired and whare aliowed and appropriate,
revaluate this designation at every reporting date.

All financig) assats ere recognised on a trade date
when, and Gnly when, the Group becomes a party
16 the contractual provisions of an instrument. When
financial assets are recognised initially, they are
measured af fair value plus transaction costs,
except for those finance asssts classified as at fair
value through profit or loss {'FVTPL)), which are
initially measured at fair valus,

Financial assets are classiiied into the follawing
specified categories: financial asssts st FVTPL.
“held-1o-malurity’ invesiments, ‘available for sale’
{AFS) financial assets and loans and receivables.
The classification depends on the nature and
purpose of the financial assets and is detemiined
ai the time of recognition.

Deracognition of fingncial assets scours when the
righis to receive cash flows from the investments
expirs or are transferred and substantially all of the
risks and rewards of cwnership have been
transerred.

At each reporiing date, financial assets are reviewed
to assess whather there is objective evidence of
impairment. i any such evidence exists, impairment
Ioss is deterrnined and recognised based on the
clagsification of the financial assel.

Loans and receivabiles (inclucling trade receivables,

inued

An irmpaimient loss is recognised in the statement
of comnprehensive incoms when there is obiective
evidence that the assst is irpaired, and s
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows discounted at the original effective
interest rale. Impainnent losses are reversed in
subsequent periods when an increase in the asset’s
recoverable amount can be related objectively 1o an
event occurring after the impairment was
recognised. subject to a rastriction that the caivying
amount of the asset at the date the impairment is
reversed deas not exceed what the amartised cost
would have bean had the impairment not besn
recognised.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other firancial institutions, and short-term, highly
liguld investments that are readily convertible into
Iriown amounts of cash and which are subject to
an insignificant nsk of changes in value. having been
wilhin lhres months of maturity al acquisition. Bank
overdrafts that are repayable cn demand and form
an integral part of the Group’s cash managemant
are also inclurded as a component of cash and cash
equivalents for the purpcse of the consolidated
statement of cash flows.

Trade receivables

Trade racelivables are recognised initially at the lovssr
of their criginal invoiced value and recoverabls
amount. A provision is imade when il is likely that
the balance will not be recovered in full. Terms on
receivables range from 30 to 90 days.

Financial iabifities and equity

Financial liabilities and equity are recognised on
1he Group’s siatement of financial pasition when
the Group becomss a party to a contractual
provision of an insirument. Financial liabilities and
equity instruments issued by the Group are
classified according to th: substance of the
coniractual arrangements entered into and the
deiinitions of a financial izbility and an equity

prepayments, deposits and other , cash
andl hank balances) are non-derivative finant
assets with fixed or determinable saymenits that are

net queted on an aclive markel. At sach reporting
date subsequent to initial recognition, loans and
recaivables are carried at amortised cost using the
effective interest method. less any identified
irnpaimient losses.

Instrument. An equity i is any contract
{hat evidences a residual interest in the assets of
the Group after deducting all of ies. Equity
instruments issued by the Group are recognised
at the procesds received, net of transaction costs.

The Group's financial llabilities includs trade
payables and accrued liabilties.

Trace payables

Tracle payables are recognised initially at fair value
and subsaquantly measured at amortised cost
using the effective interest method. Terms on
accounts payables range from 10 to 80 days.

Fareign currency risk

Currency risk is the risk that ihe holding of ferelgn
currencies will affect the Group’s position as 3 result
of a change in foreign currency exchange rates
Group has no significant foreign currency risk ag
mosi of the Group’s financial assets and liabilities are
denominaled in functional currencies of relevant
group entities, Accordingly, no quantitative market
risk disclosures or sensitivity analysis for currency risk
have been praparsd.

The resutts and financial position of all the group
entities (none of which has the curency of a hyper-
inflationary econony) that have a functional curency
different fram the presentation currency are translated
Into the presentation currency as follows:

(3} Assets and liabilities for each balance sheet
presented are translated at the closing rate af the
date of that balance sheet;

{b} Income and expenses for each incomne statement
are translaled al average exchangs rates {unless
this average is not a reasonable approximation of
ihs cunwlative effect of the rates prevailing on the
transaction dates, in which case incore and
expenses ars translated at the rate on the dates of
the transactions); and

(c) All resuling exchange difierences are recognised in
other comprehansive income.

Equity
Share capital is the amount subscribed for shares at
thgir neminal value.

Share premium represents the excess of the amount
subscribed for the shars capital over the nominal valus
of the respective shares net of share issue expenses.

Retained earnings represent the cumulative sarnings of
the Group attributable to equity Shareholtlers.

The severse acquisition resarva relales to the
adjustmen! required by accounting for the
reverse acquisiion in accordance with IFRS3
‘Busingss combinations’.

Other reserves relate o the charge for shars
bases payments in accordance with IFRS2 *Share
based payinents’.

Share based payments

For equity settied shars based payment franzactions
the Group. in accordance vith IFRS 2 “Share Base!
Payments” measures their velue, and the
carresponding increase in equity, Indirectly, by
relerence to the fair valus of the equity instruments
aranled. The fair valus of those equity instruments is

nigasured at the grant date using the tinomial method.

The expenss is apportisned over the vesting period of
the financial instrurnent and is based on the number
which is expected to vest and the fair value of ihose
financial instruments at the date of grant. If the equity
i granted vested = , the expeanss
is recegnised in full.

Functional currency translation
+ Functional and presentation currency

ttems included in the financial statements of the
company are measured using the cuirency of the
primary economic environment in which the entity
operates (functional cumency), which is mainty
jpounds sterling (£} and it this currency the financial
statements are presenied in.

« Tiansaciion and halances

Foreign currency transactions are transtated in to
1hs funclional curmency using exchange rales
prevailing at the dates of the transactions. Forzign
exchange gains and losses resulting from the
setllzment of such transactions and from the
translatlon at the year end exchange raies of
monatary assets and llabilitiss denominated in
foreign curtencies are recognised in ihe income
statement,

Employee benefit costs
Tha Group operates a defined contribution pension

scheme. Conltributions payable by the Group's pension

scheme are charged to the income slatement in the:
period in which they refate.

Segment reporting

Operaling segimients are reported in & manner
congistent with the interna! reporting provide to the
chief opsrating decision-maker. The chief operating
dacision maker who is responsible for aliecating
resources and assessing performarice of the operating
sagments as identified by ths hoarg of direciors.

I
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Notes to the consolidated financial statements continued
For the year ended 30 June 2014

Critical i and j

The Group makes certaln estimatss and assumptions
ragarding the future. Estimates and juclgements are
coniinually evaluated based on historical experiance
and other tactors, inctuding expectations of fuiurg
ovents that are belleved to bie reascnable under the
circumstances. In the future, actual axperience may
differ irom these estimates and assuniptions. The
estinmates and assumgtions ihat have a significant risk
of causing a material adjustment to the carrying
arnounts of assets and liabilities within the next
finanicial vear are discussed below.

o Juogements

(a) Capitalisation of development costs

Our busingss madel is underpinned by our

email and cross-channel marketing automation
platform. dotMailsr. Internal activities are continually
undertaken io enhance and maintain the product
in a bid to stay ahead of our competition.
Management reviow the work of developers during
the period and maks trie following judgenients:

.

Tk relaiing to product development
iewed against IAS 38 criteria and will be
pitalised if management teel the criteria have
been met.

.

Internal work refating to the maintenance of
existing products is 2xpensed to ihe ncome
statement and accounted for in payroll costs.

Estirnates and assumptions

{a) Impairment testing of goodwill

The Directors have carred out a detalled impairment
review in respect of gocdwill. The Group assesses
& sach reporting date whether there i3 an indication
that an asset may be imparred. by considering

the net present value of discounted cash flows.
forecasts which have been discounted using a pre-
1ax discount rate of 10%. The cash flow projections
are based on the assumiption that the Group can
realise projecled sales. A prudent approach has
been applied with no residual value beiny factored.

Furlher detail on the estimaies and assumptions we
make in our annual ifnpaiment testing »f goadwill
are included in Note 12 to the Financial Statements.
Al the period end, based on these assumplions
there was no indication of Impalment o canying
value of goachwill.

(b) Share-based compensation

Key managernent believe that there will riot be

only ana acceptable choice lor eslimating (he fair

value of share-based payment arrangements. The

judgrnants and estimates that management apply in
ination of the share-based ion are

surmmarise below:

* Selection of 2 valuation mode!

* Making assumptions used in determining
the variables used in a valuation model

i. expected life,
pectad volatility.
iii. expected dividend yietd

i,

iv. interest rate

Further detail on the sstimates and assumplions

we make in our share-based cornpensation are
inclucted In Note 27 te the Financial Statenents. The
charge made te income statement for the pertod is
also disclosed here.

{c) Depreciation and amortisation

The Group depreciates short leaschold, fixture:

and fillings, compuler squipmant and amorlises
camputer software, intemally generated
development costs and domain names on a
straight-ine method over the estimated useiul fives,
The estimated uselul lives reflect the direstors’
estimate of the perieds that the Gioup intends to
derive future economic bensfits fron the use of
1he Group's short leasehold. fixture and fittings,
computer eguipment, computer software, internally
generatad clevelopment costs and domain names.

(d) Bad debt provision

We periorm ongoing credit evaluations of our
customers and grant credit based upon past
payment histoty, financtal conditicn, and anticipated
industry conditicns. Customer payments are
regularly monitored and a provisior for doubtful
accounts is established based upon specific
sltuations and overall industry conditicns. Hence the
provision is maintained for poiantial credit losses
based upon manage:nent’s assessment of the
expecled collectability of all aceounts receivabls. In
making this assessment, management takes into
consideration () any circumsiances ct which we

are aware regarding a customer's inability to meet
ils iinanciat gbligations; &nd {i} our judgements

as to potentlal prevalling econcmic conditions

in the indusiry and their potential impact cn the
Company’s customers,

3. Segmental reporting

The Group’s single line of business is the provision
of web based marketing services.

Hore than 90% of the Group's revenue arisas in

the UK and all of the Group's non-current assets
are held there.

There are no cuslomers who account for more than
10% of revenus (2013: none)

4. Discontinued operations
Discontinuad operations refers 6 the closure of the Service Divisi

Analysis of continuing and discontinued operations is as follows:

Vear endsd 3 June 2014 X0

Revenue 16,213

Cosl of sales (1,533}

;| o 14,580

{11.059)

i tional items 3821
Finance income 20 -
Incorne fax (i81) -
Profit/(loss} for the year ble to owners of the parent 3,460 (41
Contiusng  Diswontinassd
aporaiions cpaalons

Yoar ended 30 Juno 2013 K wé

Revznue 12197

Cost of sales I (887)

Gross profit 11,310

i ive BXpenses {7,338}
Operating profit/loss) sefore exceptional temz 3,672 687)
Excepiional ftem: Impairment to goodwill - (2.326)
Flnance income including excapiicnal items 3 -
Incotne tax 220) -
Profit/{loss) for the year to owners of the parent 3,765 (3,029)

5. Employees and Directors
Wég;s and salanss
Social sectirity costs
Other pension costs

The average monthly number of employees during Lhe vear are as follows:

Directors

Sales

Web designers, SEO and developers
Administration

PRemuneration of Key management perscnel is included in note 25.
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Notes to the consolidated financial statements cominued
For the year ended 30 June 2014

6. Net finance income

W61
£000
Finance Income:
Osposit account interest R 20 —
20 3
7. Operating profit before exceptional items
Costs by nature
Profit frorn continuing operations has been arrived after charging/{crediting):
64

£000

Direct marketing 1,053
Qutsourcing a7
Other costs . 29
Total cost of sales. 1,533
.14
o0
Staff related costs (nc Direciors errolur 6,850
Operating leases: Land and buildings. 586
Operating lease: Other 68
Audit remuneration 36
Amortisation of intangibles 866
Depreciation charge 251 219
Legsl, professional and consultancy fees 480 323
Compuier expenditurs 584 282
Bad clebts 302 138
Forsign exchange losses/(gains) 67 @
Travelfing 250 187
Office running 160 153
S
costs. 11,05 7,338

During the year the Graup obtained ihe following services from the Group's auditor at costs detalled below:

206,14
e i i e i i e 2 mn e e £000
Fees payable to the Company's auditor for the audis of Parent 7
Campariy and consolidated financial statementis
Fees payable io the Company’s auditor for other services: . 26 28
- The audit of Company subsidiaries
— Non audit fess: All other services 2 5.
36, 38

£l
ual Frepar 261312014

8. Income tax expense
Analysis of the tax charge fram continuing cparations:

0613
2100
Cunent tax on profits for the year 166
Deferred tax on K and reversal of timing di c 44 a3,
i 210 220
Over provisi previous year {29) -
X 181 220
Tax charge from continuing operations 181 220
Tax charge from discontinued operations = -
181 220
614 0613
- 000 £000
Current tax on profits for the year 3,600 962
Profit on ordinary activities before tax
Profit on ordinary activities multiplied by the standard rate of 810 228
corporaticn tax in the UK of 22.50% {2013: 23.75%)
Effects of:
Expensss not deductivle 281 52
Research and development enhanced claim 681) (716)
Efiect of profits within marginal rate - 18)
Expenditure perniitied on exercising options (247) 45)
Deferred tax noveinent 44 -
Ovarseas tax losses 25 -
Exceptional temn: impaiment of goodtwill - 552
Capital allowances in excess of depreciation {42) 167
Totalincome tax 210

Deferred tax was calculated using the rate 20.76% (2013: 26.5%). There is unused tax caried forward losses of
£125,000 (2013: £117.000}, no dsferred tax asset has been recognised in respect of these.

9. Profit/(loss) of parent company

As permitied by Section 408 of ine Companies Act 2008. ihe profit and loss account of the Parent Cornpany
is noi presented as part of these financial statements. The Parent Company's loss {or the financial year was
£363,022 {2013: £2,808,521 ~ profit).

10. Dividends
Amounts recognised as distributions to equity holders in the pericd
5054 30012
————— —_— - R 0 L0
nd for year end 20 Jung 2013 of 0.1p per 279 -
idend ior the year end 30 June 2014 of 0. 566 279

POSE
(2013: 0.1p) per share

The proposed final dividend is subject to approval by the shareholders at the Annual General Meeting and has
not been included as a liability in these financial slatemeants.

Financial staterments |



Notes to the consolidated financial statements conunued
For the year ended 30 June 2014

11. Earnings per share

Earnings per share dela is based on the censolidated prefit using and the weighted average nummber of shares
In issue of the parent company. Basic earnings per share are calculated by dividing the earnings atiribuiable io
ordinary shareholders by ths weighted averags number of ordinary shares ouistanding during the period.

Diluted sarnings per share is calculated using the weighted average number of shares acljusted to assume the
conversion of all dilutive potential ordinary shares.

Reconiliations are as follows

From confiriuing and discentinued operations

Basic EPS

Profit for the ysar atiribuiable 10 the owners of the parent 3,419 279,107.8%8 1.22
Options and Warrants - _11,272.536

Diluted EPS

Profit for the year atiributable to the owners of

From continuing

Basic EPS
Profit for the vear altributalile 1o the owners of the parsnt 3,460 279,107,398 1.24
Options and Warrants - 11272536 -
Diluted EPS
Profit for the year attributable to the owners of the parent 3,460 290,380,434 1.19
S06.14
From conlinuing operalions N £000
Profit for the year aitributable to the owners of the parent 2,419
1o exclude loss from discontinued operations 41
Profit for the year from continuing operations for 3,460
the purpose of basic earnings per share excluding
i i operations,
Gt 304
From discontinued operations Par shary ) Prur share (p)
Basic EPS (0.0} {1.10)
Diluted EPS 0.01) (1.10)

There was no difierence in the

ighted average number of shares used for the calculaiion of basic and diluted

sarnings per share as the effect of all notiently diltive share outstanding was anti-diiutive.

‘Weighted average number of shares Shares. Sharss
Basic EPS 279,107.398 275,839,565
Diluted EPS 290,380,434 285,887,852

The dencminators and numeralors used are lhe same to those detailed above lor both basic and diluled
earnings per share fram i and i ] i

Frem continuing and discontinued operations
Basic EPS

Diluted EPS
Profit {or the year attil 10 the owners of the parent

From continuing cperations

Basic EPS

Profit for the year attributable to the ovmers of parent 3,765 275839.565 1.28
Diluted EPS

Profit for the year attrib to the owners of parent 3,765 285,687,852 132

Adjusted EPS
Effect of exceplional iterns:
- i of goodwill

2,325

3068 275,876,565 111

.Adjus(ed earnings
Effect of dilutive sheres
Options and Warrants

Adjusted diluted EPS
Adiusted profit for the year 3,068 285,687,852 1.07

Adjusted earnings per share represents the performance of the company had the exceptional ltem listed above
net occurred in the year and is only presented for guidance purposes.

12. Goodwill

Group

Cost~

A1 duly

And 30 Juty 4,121 4.121
Amortisation

AT Juty 3.512 1,166
(mpairment - 2326
A 30 Jung 3512 3512
Net book value 609 809

Goodwill arising on business combinalions is not amortised but is reviewed for impairment on an annuat

basls, or more frecjuently If there are Indleations that goodwill may be Impaired. Goodwill acquired in @ business
ination is allocated. at acquisition, to cash ¢ units (CGUs) that ars expected to bensfit irom that

busingss combination.

The carrying amount of goodwill relates wholly 1o the group's single tradling activity and business segment. This
has been tested for impairment during the current financial year by comparison with the racoverable amount of
the CGU.

tatements |
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Notes to the consolidated financial statements
For the year ended 30 June 2014

rinued

12. Goodwill continued

Racoverable amounts for CGUs are based on the higher of value in use and feir value less costs to safl. The
recoverable amounts of the CGUs have been ined from value in use caleulations. These ions use
pra-tax cash flow projection based on financial budgats approved by management covaring 2 five year period.
“The key assumtions for the value in use calculations are those regasding discount rates, growth rates and
expected changes in margins. Managsment estimate discount rates using pre-tax rates that reflect the current
matket assessment of the time valug of monay and the risks specific to the CGUs. Changes in income and
sxpenditure are based on past experience and expectations of the future changes in the market. The pre-tax
discount rate used to calculate the valus In use are 10% (2013 - 10%). The valuaticns indicate

sufficient headroom such that a reasonably possible chiange in key assurnplions would not result in an
impairment in goodwill.

13. Intangible assets

Group titematy
Computer
softwares
- L0
Cost
ALY July 2013 3,668 16 3.895
Additions - 345 - 1,408
At 30 June 2014 . 5,013 16 5,303
Amortisation ’ .
At 1 July 2013 155 1.278 13 1418
Amortisation for the year 40 824 2 §r8
At30 June 2014 TTes 2,102 15 2312
Net book value
At 30 June 2014 79 1 2,991
Conputer Dz
navies Tolals
— £000 G
Cost
At 1 July 2012 199 2328 16
Additions 12 1.340 -
3,668 16
A
At 1 July 2012 1i2 668 1" 791
Amortisation for the year 43 610 2 655
At 30 June 2013 155 1,278 .13 1,446
Net book value o
At 30 June 2013 56 2,390 3 2,448

Devalopment cost additions represents resaurcas the Group have invested in the development of new innovative
and ground breaking iechnology products tor marketing professionals. This platform allows thern to create, send
i ! of the products the group inlends to licence the

and automate i Following
use of the platform.

14, Property, plant and equipment

Group
Shor Comoter
eipdpment Totale
. . ©000 00
Cost
AL July 2013 107 185 €20
Additions 121 154 272
Disposals - ) @)
e 201 288 308 288
Depreciation
At 1 July 2013 25 321 410
Depreciation for the year 22 180 251
ondisposal i = ] @,
At 30 June 2014 . ... .1 657
Net book value
Al 30 June 2014 241 196 390 827
A1 July 2013 82 a1 299 472
Shan Plant and Fidures
Leasehold machinary and filings Totats
£0 005 X o
A1 July 2012 12 3 192 718 923
Additions a5 - 85 12 202
i - o 022 @ 039
Al - 155 620 882
Depreciation )
A1 July 2012 11 2 ia4 361 518
Depreciation for the year 14 - a2 182 219
Elininated on disposal @) 122) (203) @27
At 30 June 2013 - 64 321 410
Net book value
At 30 June 2013 82 - a1 298 472
15. Investments
Company Shares in Shavgs in
Group 1D
ondondings  undarleings
30614 20844
R S o5 £
Cost
At Juy 8,704
Intergioup transfer e, 1
AN 30 JUIY e e e e 8105
Amortisation
A1 Juy 3518 1,193
Impairment - - 2,326
At30 June R 3,519 3518
Net book value o
At 30 June 5,186 5,186
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Notes to the consolidated financial statements continued
For the year ended 30 June 2014

15. Investments

Company

In the previous reporling perod the Board tock Lhe decision in the year 1o wind down the operations of
datAgency Limited resulting in the full imjsairment of the remaining investmant arising from ihe acquisition
of Netcallidus Limitect now known as dotAgency Liniitecl.

The Group or the company’s investitieriis at the kalance shaet date in the share capitad of comparies inchide the
following:

Subsidiaries
dotmailer Limited

Propartion of voting
Class of steres: » power held &
Ordinary 100.00
Ordinary A 100,00

dotsurvey (previously known as dotagency) Limited

0 finary ’

dotsearch Europe Limited

Clsss of shavss:

Ordinary

dotcommerce Limited .
Proparion of voling

Class of shares: Pt hekd %
Ordinery, 100.00
doteditor Limited

Proportion of voting
Grass of sheres;

Ordinary.

dotSEQ Limited

Fropanion of viing
Sass of shases: power hek) %

Ordinary 100.00

dotagency Limited Prapodion of voling

Chass of sheren: power hokd %
Qrdinary, B,C & D 100.00
dotmailer Inc
Incorporated: LIS

Prepydion of woling
Ziass of shese n ot tickd %
Ordinary, 100.00

Al the above subsidiaries have been included within the consclidated accounts.

16. Trade and other receivables

Gioap Compary
3081¢
T
Current:
Trade recsivables 3119 2572 - -
Less: Provision for impairment of trade recei (236} 249) - -
Tradle bles - nel 2,783 2323 - -
Other receivables 35 56 - -
Amcunts owed by Group undertakings - - 3821 5,400
VAT - - 12 9
Prepayments and accrued Income 844 514 L2 14
3,662 2,893 3,845 5,423

Further details on the above can be found In Note 22.

17. Cash and cash equivalents

20813
; 0 £500
Bank accounts 6,072 70
6,072 70
Further details on the above can be found in Note 22.
18, Called up share capital
dorrinsl 205,44
Allotted. issued, fully paicl numbsr e valus 200
282,782,065 (2013: 277,472,068 T £0.005 1414 1,387
1,414 1,387

During the reporting pariod the company undertook the following transactions involving (he issuing and
reclassifying issued share capital:

On 28 November 2013 a number of employzes exercised their share options increasing the issued share capital
by 840,000 shares,

On 18 Oecember 2013 a nuraber of employzes evercised their share options increasing the issued share capital
Ly 860,600 share:

On | April 2014 a number of employees exercised heir share oplions increasing Lhe issued share capilal by
2,180,000 shares

On 2 June 2014 a number of employees exerclsed their share options increasing the issued share caphtal by
1,420,000 shares

Financial statements |




Notes to the consolidated financial statements contirued

For the year ended 30 June-2014

19. Reserves

Group

Retalned Sharz
samings prerium
- £1400 2
Asal t July 2013 9,071
Issue ¢f share capital - 284 -
Dividends 7% - -
Piofit for ihe year 3419 - -
Balance as at 30 June 2014 12,211 5,147 {4,695)
Retrandauon Other
caserve e Totaty
N £000 £UR 000
Asai 1 July 2013 (2 13 3,260
Issue of share capital - - 284
Dividends - - 279)
Profit for ihe year - - 3,419
Other comprehensive income: Cusncy transtation {4) - @
Share based payment - 83
Balance as at 30 June 2014 L] 82
Shess
promium
Asat 1 July 2012 2755 {@.695)
issue of share capital - 108 -
PRerlassificailon of reserves 127 - -
742 - -
9,071 4,863 (4,695)
Ratvanshtion Oher
sere reserves Totals
[y S—— Lo £000 'wv
Asat 1 July 2012 - 127
Issua of share capital - - 108
Reclassification of reserves - {127 -
Profit for the year - - 742
Currency translation 2 - 2
Share based payment - ES 3
Balance as at 30 June 2013 @ 13 9,250

Company

Azaned Shae  Share based
eamings prertium pavments otals
________ £000 £000 £500
As at 1 July 2013 3,085 13 7941
Issue of share capital - - 284
Reclagsification of ressrves 279) - - 2719
Less for the year {363} - - 363)
Sherebasedpayment | .. — ot = 9,
At 30 June 2014 ; 2,423 5147 82
Ausned Srae Snavebasad
samings fromira payments Totals
- 2000 £000 £003 2600
Ag at 1 July 2012 129 4755 127 5,011
Issue of share capital - 108 - 108
Reclagsification of reserves 127 - {127} -
Less for the year 2,809 - - 2,808
Share based payment - - 13
At 30 June 3,065 4,863 7,941

20. Trade and other payables

3812
. R
Current
Trade payebles 819 367 2 22
Amounts owd to groups underlakings - - - 1.208
Soclal security and other taxes 549 365 - R
Other payables 331 171 12 -
VAT £59 504 - -
Accruals and dsferred Incone 666 270 60 23
2,984 1,681 74 1,251

Further delails on fiquidity and inlerest rale risk can te found in Nole 22.
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Notes to the consolidated financial statements continues
For the year ended 30 June 2014

21. Leasing agreements
Minimurn leass payrents under non cancellable operating leases fall due as follows:

Land ang
Buldfngs

v thin one year - 31
Beiween two 10 five years 2,147
2,458

Uaidand
Euddings
pik
Within cne year . 312
Batween wo to five years . . 808
1,118

Operaiing lzases represent rental payable by the Group for its office propertles. Leases are negotiated for an
averzge term of five years and rentals are fixed on average of two ysars with an option to extend for a furiher five
years at the prevailing market rate at the time,

22. Fil ial i and risk

The Group's activities expozs it to a number of financial risks that Include credit risk, fiquidity risk, currency risk
and interest rate risk. Tl isks, and the Group's policies for managing them have been applied consistently
throughout the year and are set out below.

The Group tiold rio financial or nen other financial instrurnents other than those utilised in the working operations
of the Group and that listed in this note. ILis the Group’s policy nol to trads in derivalive contracts.

Principal financial instruments
The principal financial nstrumer

1sed by ihe Graup, from which financial instrument risk arises, are as iollows:
+ Trade receivables

» Cash and cash equivalents

* Trade and other payablss

Financial instruments by category
The following tatls sets out the financial instruments as at the reporting date:

W14
Financial assets
Trade and cther receivatiles 3,862 2,893 24 23
Barik balances 9,306 8,072 w0e 70
12,968 8,965 133 ]

Financial liabilities
Trade payables 819 367 2 22
Accrued liabilifies and ather payables 2,165 1.314 72

2,984 1,681 74 53

The fair value of the Financial assels and Financial llabilities equal to their carrying values. Al finzncial assets
are categorised as loans and reseivables and all finanzial liabilities are categorised as financial liabilities at
amortised cost.

aital v pic
Ansual fepar 2013/2014

General objectives, policies and processes

The Board has overall responsibillity for the determination of the Group’s risk management objectives and
policies whilst retaining ultimate responsibility for thern, it has delegated the authority for designing and operating
processes that ensure the efiective implernentation of the objectives and pelicies to the Group's risk commitiee,
The Board receives monlhly reports from the Risk Commiittse through which it revisws the sffecliveness of the
prosesses put in place and ihe appropriateness of the abjectives and pelicies H sets.

The ovarall objective of the Board is to szt policies that seek to reduce: risk as far as possible without unduly
aftecting the Group's competitivenass and fizxibitity. Further datalls regarding ihese policies are sat oui below;

interest rate risk

The Group's interest rate risk arises from interest bzaring assets and llabilities. The Group has in place a policy
of moximising finance income by ensuring ihat cash halances earn a market rate of interest; offsetiing where
possible. cash batances and by forecasting and financing its working cagital requiremants. As at the reporting
date the Group was not exposed to ahy movernent in interest rates as it has not external burrowings and
therefure not exposed to Interest rate risk. No sensiiivity analysis has besn prepared.

The Group's working captal requirsments are managed through regular maniioring of the overall cash position
and reguiarty updaied cash flow forecasts to ensure there are sufficient funds available for its oparations.

Liquidity risk

The Group's working capital requirements ars managed through regular monitoring of the overall pusition
and reqularly updated cash fiow forecasts to ensure there are funds available for its operations. Menagenient
forecasts indicate no new horowing facililies will be required in the upcoming financial period.

Trade and other payables of £1,876.000 (2013: £808,000} are axpected to mature in less than a year.

Credit risk

Credit risk arises principally from the Group’s trade receivables, as ihere are no trads receivables within the
company, which comprise amounts due from custoners, Prior to accepting new customers a credit check is
obtained. As al 30 June 2014 there were no significant debls pass their due period which had not been provided
for. The maturity of the Gioup's trade receivablas is as follows:

30.8.14 30.8.13
000 £
0-30 days 1817
30-60 days 702
& £00 o e
3119 2,572

The maturity of the Group's provislon for impainmient is as follows:

0-30 davs " =

30-80 days 82
More than 60 days, 283
336
The maovemsnt in the provision for the impair. it is as follows:
20614
Asat 1 July 2013 - o 249
Provision for imjpairment 300
Recsivable written off in the year (182)

Unused amount reversed
As at 30 June 2014

Financial statements, |
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Notes to the consolidated financial statements zeninues
For the year ended 30 June 2014

22, Financial instruments and risk management

The Graup minimises its credit Ask by profiing all new customers ang mankioring exdsting client of the Group for
changes in their nitial proiile. The tevel of irade receivables older then the average collection period consisted of
a value of £578,260 of which £386.242 was provided for. The Group fett that the remainder weould be collected
post ysar end as thay were with long slanding relationships, the risk of default is considered 10 be low and wile
offs clue to bad debts are exiremely low, The Group has no significani concentration of credit risk, with the
exposure spread over a large number of customers.

The credit risk on liquid funds is low as the counterparts are banks with high credit ratings assigned by

international credit ratings. The majority of the company’s cash holdings are held at NatWest Bank who has
an A credit rating.

The cairying value of both financial assets and fiabi

S appProximates to fair value.

Capital policy
The Group's cbjectives whesn capital are to its abifity to continue as a going concern in
order to provide optimal returns ior shareholdlers and to maintain an efficient capital structurs to reduce the
cost of capital.

In doing so, the Group’s strategy is to madntain a capital structure commensurate with a strong credit rating
and 1o retain appropriate levels of liuidity headroorn to ensure financial stabifity and flexibllity. o achieve this,
1he Group monitors key credit metrics, risk and fixed charge cover to maintain this position, In addition the
Group ensures & combination of appropriate short-lem and long-lerm liquidity headroom,

During the year the Groug hadl a shod-ten lcan balance of il (2013 Enil) and amounts payable over one

year are nil. The Group had a strong cash reserve to utilise for any short-term capital requirements that were
neadled by the Group.

The Group has continuad to look for a further long-term investments or acquisitions and therefore to malniain
or re-align the capital structure, the Group may adjust when dividends are paid to sharehclders. return capital
o shareholders, issue new shares or borrow from lenders.

23, Deferred tax 0611

. [ - vl

As at 1 July 14

Current year provision 44 -

Release of provision - - - i)
58 14

The above is comprised of temiporary differences In respect of capital allowances In excess of depreclation
arnounting to £58,000. temporary dil in respect of de: =nt costs ing to £600,000 and a
deferred tax asset of £600,000 in respect of share options.

24. Capital commitments
The Campany and Group had capital commitied of £191,600 &l the year end towards the fit out of the new
Landon Bridge cffice.

25. Related party disclosures
Transactions between the Company and its subsidiaries, which are related parties, have be
on gonsolidation and are not disclosed in this note.

Sondigizt oup oIt
At Fiepon 2013/2311

Group
The following transactions were carried out with related parties.

[ran
Cadence Entity under common Ernail rarketing 2
performance direclorship services

2 1

Sales of services are based on the price lists in force and at termns that would be available to third pariss.

#0614
Purchaes of serd £1000 3
F-Beechinor-Collins* Entity under comimon Consultancy - [}
diractorship services
Bamraits of Old Ltd Entity under cormon Consultansy 41 12
N directorship, services
T 18

Key management compensation
Key management include Directors and the Comnpany Secretary. The campansation paid for key management
for emiployee services are showrn below.

Remuneralion and other short-len ermployee bensfits
Share-based payment
Pension cost

Directors

Aggregate emoluments
Company contributions to mengy purchase pension scheirie
Share based payient

Information in relation to the highest paid Director is as follows:

G061 2013
_____ e P £'000 1
Salarigs 230 170
Other benefts 7 7

Perision costs

The highest paid director did not exercise any share options.
Company

‘The following transactions werm carmied ou with related parties.

‘Year end balances arising from sales‘purchass of serdoes 0(:2‘%)

dotmailer Limited Subsidiary sy

dolagency Limited __ Subsidiary S NSS.
(1,855) (1,209)

The receivables and payables are unrestiicted In nature and bear no interest.
No provisions are held against recaivables from rslated parties.

doigitat
Anrusat Papare 201
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Notes to the consolidated financial statements conirued
For the year ended 30 June 2014

Loans to related parties N
RULAR)

L1000
dotmailer Limited Shibsiciary
As ai 1 July 5.400 -
Loans advanced 324 5,400
Loans repaid e o e e = e 43 -
5,681 5,400

Key management compensation
Key nianagsment are Non-Executive Directors. The compensation paid for key managsment for employee
services are shown below. N
20514 206,52
2000 000

ion and other shor-term emploves benelils

26. Ultimate controlling party

There is no ultimate controliing party ¢f the Group. dotdigital group ple acts as the Parent Company 1o dotmailer
Limited. dotagency Limited, dotsearch Europe Limited, dotmailer Inc, dotsurvey Limited (Dormant), dotseo
Limited (Dormant), dotcommerce Limited {Dormant) and doteditor Limited (Dorrnant).

27. Share-based payment transactions

“The measuremant reguirements of IFRS 2 have been implsmantad in respect of share options that were granted
after 7 November 2002. The expense recognised for share: based payment made during the year is £89.469
{2013: £13,190)

Vesting conditions of 1he options dictate that employees must remain in the employment of the Group for the
whole period to gualify,

Movement in issued share options during the year

The table illustrates the number and weighted average exercise price (WAEP) of, and movements in share
oplions during the period. The options outslanding al 30 June 2014 had a WAEP of £.83p (2013: 6.34p},
awelghted average contracted fife of 2.8 years and thelr exercise prices ranged from

1p {0 18.25p. All share aplions are settlsd in form of equily issusd.

30.06.14 30615
e e Mo cf options WREP Ho of optiuns.
Financial assets
Outstanding at the beginning of ths pericd 16,117.930 754p 17,800,930
Granted during the vear 3,655.860 18.25p 1,500,000
Forfeited/cancelled during the period 540,000 12,57 1,182,222
ged for shares N 5,310,000 109,778
nding at the end of the period 13,923,790 16117930
Exercisable a the end of the period 9.517.930 14,867.930

The weighted average share price al the date of the exercige for share options exercised during the period was
30.58p (2013: 14.56p}

it qusp plc
al Fepart 2033/2004

The inputs into the Black-Scholes model are as iollow

150ctober 9 November
2013 2012

Number of opiicns graniéd 3554 794 1,500,000

Share price at grant date 17.82p 12.96p
Exercise price 18.250 13.00p
Optlon life in years. 5years 6 years
Risk free rate 1.40% 205%
Expecied volatility 30% 20%

Expecied dividend yleld 0.4% 0%
Fair value of opstion rant 3.31p 2.72p

Expecied volatility was determined by calculating the historical volatility of the Group's share price from the data
it listed to the grant date of the share option. The expected life used in the moda! is based on management’s
best estimate, ior the effects of non-transferability, exercise restrictions and behavioural considerations.

28. Group recanciliation ot profit before ion tax to cash from
@eiz
S o8

Current

Profil belure tex from all operations 3,600 562 {362) 2808
Currency revalualion @) 2) - =
Exceptional item: Impairment of gocdwill - 2328 - 2,326
Depreciation 1,117 831 - -
Loss on disposel of fixed assels ) 1 50 - -

Share based payinents
Finange income_

Dacreaseflincrease) in trads receivables (769 (696} 1.578 5,410)
se/{lecrease) in trade payables 1,308 46 1.2779) i
generaled from operations 5,297 3,817 7 {273)

29. Group cash and cash equivalents
The amounts disclosed on the statement of cash fiow In respect of cash and cash equivalents are in respect of
these statements of finzncial position amauntz:

Group

e SO0

As 4021
Asal 31 July 2013 8072
As at 30 June 2014 9,306

Net cash flows from inued operations

30. Project development *
During the pericd the Group Incurred £1,344,414 (2013: £1,339.730) in dzvelopment investments. All
resources Utilised in davelopmant has been capitelised as autiine in the accounting poficy governing this area.

31. Post balance sheet events
There are no post balance sheet evenis which impact the Group's financial statements.

Financial statements |
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