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Kerridge Commercial Systems Limited

Chairman's statement
For the year ended 30 September 2012

The chawman presents his statement for the period
The Group’s second year of trading has proved suceessful i all key respects

Having acquired TIS Software in October last year, the management team has worked hard to ensure that we
combune the strengths of both businesses to the benefit of our customers and our staff As a result, both Kerridge
Commercial Systemn’s and TIS’s customers now have a broader range of product and setvices available to them

I would like to say welcome to our 66 new recruts during the year We have also promoted many from within to
further strengthen our businesses management capacity and capabihty

Welcome too to our many new customers, UK and international, and we thank them for their vote of confidence in
choosing us to partner them 1n providing improved service to their customers In what 1s an apparently bleak
economic landscape, we are delighted 10 be working closely with our customers to support their efforts to improve
efficiency and productivity in their business operations

I am pleased and proud to be a part of a community that 1s commutted to becoming our customer’s supplier of
choice because of the value we deliver Our success depends on us continuing to do that 1n a way that our
customers judge to be better than that offered elsewhere 1n our market

Equipped as we are with excellent products and services, designed specifically to meet the needs of our customers,
knowledgeable, skilful and dedicated employees and an equally dedicated and talented management team, we
anticipate continued strong growth for the foreseeable future

Many of our customers have been refocusing elements of their business towards a higher proportion of own-
manufactured content withun their product pertfolto We were thetefore delighted to announce the strategic
acquisitton of Datawright on 17th October 2012 Datawnght provides software for manufacturing and service
management businesses and 1s an excellent fit to our business and strengthens our ability to serve our customer’s
needs We intend 1o continue our approach of combining the strengths of both businesses to the benefit of all of
our customers

Ken Briddon
Chairman

Date 20 December 2012
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Kerridge Commercial Systems Limited

Directors' report
For the year ended 30 September 2012

The directors present ther report, the Chairman's statements and the financial statements for the year ended 30
September 2012

Principal activities and business review

The Group and Company's principal actvity during the year was the continued development and sale of 1ts K8
computer software system together with the provision of hosting and outsourced network services, other services
and hardware, consultancy services and training

Financial performance and dividends
During the year (with comparatives shown for the year ended 30 September 2011), the Group generated

- Turnover of £25 5m (2011 £18 9m) and
- Operating profit before depreciation and goodwill amortisation and non-recurring restructuring costs
{“EBITDA”) of £7 5m (2011 £5 5m)

Both turnover and EBITDA were i line with Board expectations

The acqusition of the Kerridge Commercial Systems (“KCS”} business in March 2010, gave frise to goodwill of
£155m The Board continues to believe the expected useful life of the purchased goodwill to be five years with a
resultant annual amortisation charge of £3 1m through the remainder of the expected useful bife of that goodwall

As reported last year, the Group acquired TIS Software Holdings Limited on 14 October 2012 for a cash
constderation of {4 Im The acquisition gave rise to goodwill of £6 0m The Board have assessed the expected
useful Iife of the goodwill to be seven years with a resultant annual amortisation charge of £0 9m

The Group saw

- an increase in cash balances from £7 5m at the beginning of the year to £8 7m at the year end and
- a fall in net debt from £6 1m at the beginning of the year to £5 8m at the year end

Business review and current trading

Despite challenging economic conditions, the business has continued to perform well, with strong sales to both
new and existing customers, all keen to take aavantage of the operauonai benefits provided by the Gioup’s software |
solutions |

The Group continued to spend 1n excess of {2m on research and development activittes 1y the year The Board
expect this to conunue at this level in the current financial year Significant further progress has been made 1n
ptoviding fast, scalable and resilient platforms for systems to operate on which the Group makes available to
customers on a traditional client-sers er implementation or as a fully hosted cloud solution

The acquired TIS Software business has performed well since acqusition The Group has continued to support
and develop that business” software products and has experienced a positive response from customers to the
acquistion  Migration tools and processes have been developed to mugrate TIS Software customers to the Group’s
strategic K8 platform, with the largest TIS Software customer already contracted to move to K8

The acquistition has also added strategte products to the Group’s K8 solution, which enhance customer service

across the group While the T1IS Software customer base also benefit from the Group’s broader technical, hosting
and hardware service offering
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Kerridge Commercial Systems Limited

Directors' report
For the year ended 30 September 2012

On 17 October 2012, the Group completed the acquisition of Datawright Limited, a speaialist provider of
enterprise systems for the manufactunng and service management sector  The Board saw this as an exceltent
opportunity to acquire a valuable and complimentary business strengthening the Group’s product depth and
contracted revenue base

Results and dividends
The profit for the year, after taxation, amounted to £1,474,000 (2011 - £865,000)

No interin dividend was paid during the year The directors do not recommend payment of a final dividend (2011 -

Lml)
Future developments

The Board continues to focus on its future bustness strategy, looking at delivering business growth 1n a responsible
and sustainable way in line with the following key objectves

- Developing exceptional software and systems for the Group’s current and future customers
- Providing excellent levels of service to customers

- Providing rewarding and challenging carecrs for the Group’s employees

- Delivering strong growth 1n shareholder value

Directors
The directors who served during the year were

I B Bendclow
K C Briddon
N ] Bedford
D A Liddle
D Nangle

C Austin

M Green
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Kerridge Commercial Systems Limited

Directors' report
For the year ended 30 September 2012

Directors’ responsibilities statement

The directors are responsible for preparing the Directors' report and the financial statements 1n accordance with
apphicable law and regulauons

Company law requires the directors to prepare financtal statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingpdom Generally Accepted
Accounting Pracuce (United Kingdom Accounung Standards and applicable law) Under company law the
dircctors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affars of the Company and the Group and of the profit or loss of the Group for that period In
preparing these financial statements, the directors are required to

. select suttable accounting policies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,
. prepare the financial statements on the going concern basts unless 1t 1s inappropriate to presume that the

Group will continue 1n business

The directors are responsible for heeping adequate accounting records that are sufficient to show and explain the
Company's transacuons and disclose with reasonable accuracy at any ame the financial posiuon of the Company
and the Group and enable them to ensure that the financal statements comply with the Companies Act 2006
They are also responstble for safeguarding the assets of the Company and the Group and hence for taking
reasonable steps for the preventon and detection of fraud and other wrregularities

Summary of key performance indicators

The Board uses a range of performance indicators to monitor and manage the business and ensure focus 1s
mamntaincd on the key priorties of the Group

The Key Performance Indicators ("KPIs"), which are monitored at Board level, have been devised to allow the
Board and shareholders to momtor the Group as 2 whole The consolidated KPTs which the Board currently
considers to be the most important are as follows

Year ended Year ended Period o

30 September 30 September 30 September

2012 2011 2010

Revenue £255m £189m £11 6m

Recurning revenue (Note 1) (% of Revenue) 59% 59% 62%

Gross Profit £212m £150m £92m

Gross Profit (%) 83% 79% 9%

EBITDA (Note 2) £75m £55m £3m

EBITDA (% of Revenue) 29 4% 291% 259%

Cash balances held at peniod end £87Tm £75m £45m

(Increase)/reduction in workang £(15)m £0 8m £26m
capital

Net cash from operauons £57m £62m £55m

Nate 1 — Revenue from renewable service contracts
Note 2 — Operatng profit before depreciation and goodwill amorusation and non-recurning restructuring expenses
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Kerridge Commercial Systems Limited

Directors' report
For the year ended 30 September 2012

Principal risks and uncertainties facing the business

The Board considers the principal risks and uncertainties facing the business to be those assocated with the current
general economic climate  That being satd, the Board monitors sales pipeline and otdet take activity and believe this
shows that the business’ customer base are continuing to invest in their internal systems i order to improve
business efficiency and competitiveness

Financial risk management ohjectives and policies

The Group uses a variety of financial instruments including cash, equity investments and vanous ttems, such as
trade debtors and trade creditors, which arise directly from 1ts operations The mamn purpose of these financial
instruments 1s to provide working capital for the Group's operations

Given the size of the Company, the directors have not delegated the responsibiity of monitorng financial risk
management to a sub-committee of the board The policies set by the board of directors are implemented by the
Company’s finance department The directors are of the view that main risks ansing from the Group's financial
nstruments are exchange risk, interest rate risk, hquidity nsk and credit nisk

The directors set and review policies for managing each of these nsks and they are summarised below

Exchange rate risk

Exchange rate fluctuation represents a risk because some sales are priced 1n currencies other than sterling

In addition, the Group’s overseas operations continue to grow  The directors do not consider that the potential
downstde assoctated with this risk at this stage in the Group’s development 1s of sufficient size to require hedging
however due considerat:on will be given if the risks are sufficiently higher encugh to warrant a hedge

Interest rate nsk

The Group finances 1ts operations through a combination of bank and loan note debt finance and sharcholders’
funds The interest rate of the debt funding (which 15 denomunated in Sterling) is varable with LIBOR' The ;
directors are of the view that the risk of matertal nterest rate increase is imited but the Group uses certain financial
mstruments to restrict the effective cost of more than 50% of 1ts bank borrowing over the mital 3 years of the life

of the loan An interest rate cap 1s in place restricung 'LIBOR’ to 2 25% for this year

Liquidity nsk
The Group secks to manage financial risk by ensuring sufficient liquidity 1s available to meet foreseeable needs and

to mvest cash assets safely and profitably The funding for significant new ventures 1s secured before commitments
are made The cash position 1s reviewed regularly and cash flows are maonutored monthly
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Kerrndge Commercial Systems Limited

Directors' report
For the year ended 30 September 2012

Credit nsk

The Group's principal financial assets are cash and trade debtors ‘The credit nisk associated wath cash 1s lumted as
the counterparties have high credit ratings assigned by mternauonal credit-rating agencies  The principal credit nsk
arises therefore from 1ts trade debtors

In order to manage credit risk the directors set a policy of momtoring exposure with customers based on a
combination of payment history and third party credit references Exposure levels are reviewed by sentor
management on a regular basts n conjunction with debt ageing and collection history

Provision of information to auditor

Each of the persons who are directors at the time when this Directors' report 1s approved has confirmed that

. so far as that director 15 aware, there 1s no relevant audit informaton of which the Company and the
Group's auditor 1» unaware, and
. that director has taken all the steps that ought to have been taken as a director 1n order to be aware of any

information needed by the Company and the Group's auditor 1n connection with preparing tts report and
to establish that the Company and the Group's auditor 1s aware of that mformation

Auditor

Under section 487(2) of the Compantes Act 2006, Grant Thornton UK LLP will be deemed to have been
reappotnted as auditor 28 days after these financial statements were sent to members or 28 days after the latest
date prescribed for filing the accounts with the reggstrar, whichever is earlier

This repott was approved by the board and signed on 1ts behalf

L T E T T PP Y )

I B Bendelow
Drrector

Date 2o 12, '2
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° GrantThornton

Independent auditor's report to the members of Kertidge
Commercial Systems Limited

We have audited the finanetal statements of Kerridge Commercial Systems Limited for the year ended 30 September
2012, which compnse the Consolidated profit and loss Account, the Consolidated and Company balance sheets, the
Consolidated cash flow statement, the Consolidated statement of total recognised gains and losses and the related
notes The financial reporting framework that has been apphed n their preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Compamies Act 2006 Our audit work has been undertaken so that we might state to the Company's members
those matters we are required to state to them mn an Auditor's report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility to anyone other than the Company and the Company's
members as a body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors' responsibilities statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit
and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Treland) Thosc standards tequire us to comply with the Auditng Pracuces Board's (APB's)
Ethical Standards for Auditors

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

Opinion on financial statements
In our opuion the financial staterments

] give a true and fair view of the state of the Company's affairs as at 30 September 2012 and of
the Group's profit for the year then ended,

. have been properly prepared in accordance with Umited Kingdom Generally Accepted Accounting Practice,
and

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

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the mformation given n the Directors' report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Page7




° GrantThornton

Independent auditor's report to the members of Kerridge
Commercial Systems Limited

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion

. adequate accountng records have not been kept by the parent Company, or returns adequate for our audut
have not been received from branches not visited by us, or

. the parent Company financial statements are not in agreement with the accounting records and returns, or
. certain disclosures of directors' remuneranon specified by law are not made, or
. we have not recerved all the information and explanauons we require for our audit

@04/'/ //‘“'/( v

James Rogers (Sentor statutory auditor)
for and on behalf of

Grant Thomton UK LLP

Chartered Accountants

Statutory Auditor

Reading

Date 2 Qecartre 2ot
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Kerridge Commercial Systems Limited

Consolidated profit and loss account
For the year ended 30 September 2012

Turnover 1,2

Cost of sales

Gross profit

Admimstrauve expenses

Operaung profit
Interest recervable and similar ncome

Interest payable and similar charges

Profit on ordinary activities before taxation

Tax on profit on ordinary activities 8

Profit for the financial year 19

All amounts relate to continuing operations

The notes on pages 14 to 37 form part of these finanaal staternents

£

2012 2011
£000 £000
25,521 18,944
(4,281) (3,894)
21,240 15,050
(18,105) (12,841)
3,138 2,209
22 22
(1,210) (1,073)
1,947 1,158
(473) (293)
1474 [ 865
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Kermidge Commercial Systems Limited

Consolidated statement of total recognised gains and losses

For the year ended 30 September 2012

2012
£000
Profit for the financial year 1,474
Currency translauon differences on foreign currency net
investments (71)
Total recogmsed gains and losses relatng to the year £ 1,403

The notes on pages 14 to 37 form part of these financial statements

2011
£000

865

(125)

740
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Kerrnidge Commercial Systems Limited

Registered number 07090521

Consolidated balance sheet
As at 30 September 2012

Note

Fixed assets
Intangible assets 9
Tangible assets 10
Current assets
Debtors 12
Cash at bank
Creditors: amounts falling due within one

year 14
Net current assets
Total assets less current liabilities
Creditors: amounts falling due after more

than one year 15
Net assets
Capital and reserves
Called up share capital 18
Share premium account 19
Employee benefit trust reserve 19
Profit and loss account 19
Shareholders' funds 21

2012
£000 £000

12,879
917

13,796

5,639
8,658

14,297

(12,300

1,997

15,793

(11,963)

£ 3,830

455

701

(a0)
2,714

£ 3,830

2011
£000 £000

10,854
421

11,275

3933
7,545

11,478

(8,401)

3,077

14,352

(11,925)

£ 2427

455

im

(40)
1,311

L 2427

The financtal statements were approved and authonsed for 1ssue by the board and were signed on 1ts behalf by

I B Bendelow

Director

Date 2211, %

The notes on pages 14 to 37 form part of these financial statements
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Kerridge Commercial Systems Limited

Registered number 07090521

Company balance sheet
As at 30 September 2012

Fixed assets
Intangtble assets
Tangible assets

Investments

Current assets
Debtors
Cash at bank

Creditors: amounts falling due within one
year

Net current assets

Total assets less current habilities

Creditors: amounts falling due after more
than onc year

Net assets

Capital and Reserves

Called up share capnal

Share premium account
Employee benefit trust reserve

Profit and loss account

Shareholders' funds

Note

10
11

12

14

15

18
19
19
19

21

2012
£000 £000

7,680
347
4,357

12,384

3,904
7,420

11,324

(9,325)
1,999

14,383

(11,963)

£ 2,420

455

71

0)
1,304

£ 242

2011
£000 £000

10,778
285

11,063
3,035

6,927

9,962

(7,806)

2,156

13,219

(11,925)

L 1294

455
701
(40)
178

{ 1,294

The financial statements were approved and authorsed for 1ssue by the board and were signed on 1ts behalf by

1 B Bendelow
Director

Date #0-11.12

The notes on pages 14 to 37 form part of these financial statements
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Kerrnidge Commercial Systems Limited

Consolidated cash flow statement
For the year ended 30 September 2012

Net cash flow from operating acuvities

Returns on mvestments and servicing of finance
Taxation

Caputal expenditure and financial investment

Acquisitions and disposals

Cash inflow before financing

Financing

Increase 1n cash in the year

Note

23
24

24
24

24

2012 2011
£000 £000
5,779 6,174

(1,140) (899)

@n (388)

(285) (273)

(3,770) -
313 4,614
800 (1,600)
3,014

£ 1,113

Reconciliation of net cash flow to movement in net funds/debt

For the year ended 30 September 2012

Increase m cash in the year
Repayment of bank borrowings

Receipts from 1ssue of new loans

Change 1n net debt resulting from cash flows

Other non-cash changes

Movement in net debt in the year
Net debt at 1 October 2011

Net debt at 30 September 2012

The notes on pages 14 to 37 form part of these financial statements

2012 2011
£000 £000
1,113 3,014
2,200 1,600

(3,000) -

313 4,614
(49) (151)
264 4,463
(5,578) (10,041)
(5,578)

£ (5,314)

Page 13




Kerridge Commercial Systems Limited

Notes to the financial statcments
For the year ended 30 September 2012

1.

Accounting policies

11

12

13

14

Basis of preparaton of financial statements

The financial statements have been prepared under the historical cost convention and 1 accordance
with applicable accounung standards

Basis of consolidation

The Group financial statements consolidate the financial statements of Kernidge Commercial Systems
Limuted and its subsidiary undertakings drawn up to 30 September each year No profit and loss
account 15 presented for Kerndge Commercial Systems Lumited as permutied by section 408 of the
Compantes Act 2006

En the Group financial statements the acquisibon method 1s adopted  Under this method, the results of
subsichary undertakings acquired or disposed of in the year are consolidated for the periods from or to
the date on which control passed Goodwill ansing on consohidation (represenung the excess of the
fair value of the consideration given over the fair value of the separable net assets acquired) 1s
capitalised and amortised over its expected useful life, being not more than 20 years Provision 1s made
for impairment

In accordance wath this standard, the results and cash flows of all the combining entities have been
brought into the consolidated financial statements as tf they had always been part of the same Group

The results of subsidiaries acquired during the year are mcluded from the effecnve date of acquisiion
Going concern

The financal statements have been prepared under the going concern basis as the directors have
undertaken a review of the future financing requirements for the ongong operation of the Company,
and wider Group, taking mnto account expected level of recurring revenue and current pipeline for new
businesses The board closely monitor overheads and aim to keep the Group's cost base as low as
possible and only a small proportion of the total bank loans and other loans are due for repayment
within 12 months at the year end The directors are satsfied that sufficient cash facilities are secured, in
respect of posiuve cash inflows from operations, to meet 1ts workung capital requirement for at least 12
months from the date of signing of these financial statements The directors accordingly consider it
approprate for the financial statements to be prepared on 1 gomng concern basis

Turnover

Turnover represents amounts dertved from the sale of software licences, installation, consultancy
support, traing services and mamtenace, which falls within the Company's ordinary continuing
acuvites after deduction of trade discounts and value added tax

Revenues from software licence sales are recognised on delivery to a customer, when there are no
sigruficant vendor obligations remaining and the collection of the resulting recervable is considered
probable In mstances where sigmificant vendor obligations cxist, revenue recognition s delayed untl
the obhigation has been satisfied Maintenance 1s recogmised on a straight line basts over the penod of
the contract lnstallation, training services and consultancy support are recognised when the services
are peformed
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

1. Accounting policies (continued)

1.5 Intangible fixed assets and amortisation

Goodwill 1s the difference between amounts patd on the acquisition of a business and the fair value of
the identifiable assets and liabihities It 1s amortised to the Profit and loss account over tts estimated
economic life

1.6 Impairment tesung of goodwll

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
sepatately identifiable cash flows (cash-generating units)  As a result, some assets are tested individually
for impairment and some ate tested at cash-generating umit level Goodwll 1s allocated to those cash-
generating units that are expected to benefit from synergies of the related business combination and
represent the lowest level within the Group at which management monitors the related cash flows

An impatrment loss 1s recognised for the amount by which the asset's or cash-generating unit's carrying
amount exceeds 1ts recoverable amount The recoverable amount 1s the hugher of fair value, reflecting
market conditions less costs to sell, and value 1n use based on an internal discounted cash flow
evaluation Impairment losses recognised for cash-generating unuts, to which goodwill has been
allocated, arc credited 1nutally to the carrying amount of goodwill and related intangible assets Any
remaining impairment loss 1s charged pro rata to the other assets in the cash generating umit All assets
are subsequently reassessed for indications that an imparrment loss previously recognised may no
longer exist

17 Tangble fixed assets and depreciation
Tangible fixed assets are stated at cost less deprectation  Deprectation 1s provided at rates calculated to

write off the cost of fixed assets, less their estmated residual value, over thetr expected uscful bives on
the following bases

Leasehold property - length of lease
Motor vehacles - 4 years
Fixtures & fitungs - 2todyears
Computer equipment - 21to4years
Computer software - 2 to 4 years

1.8 Fixed asset investments
Investments i subsidiaries are valued at cost less provision for impairment
Fixed asset investments are shown at cost less any amounts written off Provisions are made for
mmpatrment Only dividends recerved and recervable are credited to the Company's profit and loss
account Fixed asset investments are shown at cost less any provision for impairment

1.9 Operaung leases

Rentals applicable to operanng leases, where substantially all of the benefits and risks of ownership
remain with the lessor, are charged against profits on a straight line basis over the pertod of the lease
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

1. Accounting policies (continued)
1.10 Pensions

The Group operates a defined contribution pension scheme for employees The assets of the scheme
are held separately from those of the Group The annual contnbutions payable are charged to the profit
and loss account

1.11 Deferred taxation

Deferred tax 1s recognised 1n respect of all nming differences that have onginated but not reversed at
the balance sheet date where transactions or cvents have occurred at that date will result in an
obligation to pay more, or a night to pay less or recetve more tax, with the exception that deferred tax
assets are recognised only to the extent that the directors consider that 1t 1s more likely than net that
there will be suitable taxable profits from which the future reversal of the underlymng uming differences
can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply 1n the
periods in which timung differences reverse, based on tax rates and laws enacted or substanuvely
enacted at the balance sheet date

112 Foretgn currenctes

Assets and liabilitzes 1n foreign currencies are translated mto sterling at the rates of exchange ruling at
the balance sheet date Transactions i foreign currencies are translated into sterhing at the rate of
exchange ruling at the date of the transaction Exchange differences are taken mnto account in arriving
at the operating profit

The assets and habihities of overscas subsidiary undertakings are translated at the closing exchange rate
Profit and loss accounts of such undertakings are consolidated at the average rates of exchange during
the year Gains or losses on these translations are taken to reserves, net of exchange differences ansing
on related foreign currency borrowings

113 Financial instruments

Financial liabiliues and equity mstrumenis are classified according to the substance of the contractual
arrangements entered mto An equity instrument ts any contract that evidences a restdual interest 1n the
assets of the enuty after deducting all of 1ts financial habilities

Where the contractual obligations of financial instruments {including share capital) are equivalent to a
stralar debt instrument, those financial instruments are classed as financial habilites Financial abilittes
are presented as such in the balance sheet Finance costs and pans or losses relatng to financtal
liabihties are included i the profit and loss account Finance costs are calculated so as to produce a
constant rate of refurn on the outstanding hability

Where the contractual terms of share capital do not have any terms meeting the defimtion of a financial
iabihty then this 13 classed as an equuty instrument Dividends and distributions relating to equity
nstruments are debited direct to equity




Kerndge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

1. Accounting policies (continued)

114

115

1.16

Share based payments

All signtficant share-based payment arrangements are recognised in the financial statements The
Company operates equity-settled share based compensation plans for remuneration of some of 1ts
employees

All employee services recetved 1n exchange for the grant of any share based compensation are
measured at their fair values These are indirectly determined by reference to the fair value of the shares
awarded Their value 1s appraised at the grant date and excludes the impact of any non-market
conditons (for example, profitability and sales growth targets)

All share based compensaton 1s ultimately recognised as an expense n the profit and loss account with
a corresponding credit to reserves

No adjustment to expense recognised in prior periods 1s made 1f the number of share options
ulumately exercised differs from the number otiginally esumated Upon exercise of share options, the
proceeds recetved net of any directly attributable transactions costs up to the nomunal value of the
shares 1ssued are reallocated to share capital with any excess being recorded as addional paid 1n capital

Employee benefit trust

Urgent Issues Task Force abstract 38 'Accounting for ESOP trusts’ requires the recogniuon of the
assets and labilittes of the Employee Benefit Trust on the balance sheet of the sponsoring Company as
if those assets and liabilities were 1ts own The Company's own shares held in the Employee Benefit
Trust are accounted for as 2 deduction from shareholders’ funds No gains or losses are reported in
the profit and loss account or the statement of total recognised gains or losses on the purchase, sale,
1ssuc or cancellation of the Company's own shares

Rescarch and development

Research and development costs are expensed through the profit and loss account as incurred
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

2. Turnover

The turnover and profit before tax are attributable to the one principal activity of the Group

An analysis of turnover 1s given below by geographical region

2012
£000
United Kingdom 20,788
South Africa 4,733
£ 25,521
3. Operating profit
The operatung profit i1s stated after charging
2012
£000
Amottsation - intangible fixed assets 3,976
Depreciation of tangible fixed asscts
- owned by the group 242
Auditor's remuneration - 1n respect of the parent company 23
Auditor's remuneration - 1n respect of the subsidiaries 21
Operating lease rentals
- plant and machinery 165
- other operating leases 474
Difference on foreign exchange 4
Non audit fees 6

2011
£000

13,373
5,571

L 18,944

2011
£000

3,122

161
21

288
10
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

4, Staff costs

Staff costs, including directors’ remuneration, were as follows

2012 2011

£000 £000

Wages and salarics 8,783 5,875
Social security costs 1,208 895
Other pension costs 636 581
£ 10,627 £ 7,351

The average monthly number of employees, including the directors, during the year was as follows

2012 2011
No. No
Sales staff 21 17
Operations staff 102 82
Technical staff 64 42
Admnistrauve staff 22 12
209 153
5. Directors’ remuneration
2012 2011
£000 £000
Emoluments £ 515 L 558
Company pension contributions to defined contribution pension
schemes £ 46 L 44

During the year reurement benefits were accrumng to 4 directors (2011 - 4) 1n respect of defined contnbution

pension schemes
The highest paid director recerved remuneration of £151,000 (2011 - £157,000)

The value of the company’s contributions patd to a defined contribution pension scheme 1n respect of the
highest paid director amounted to £22,000 (2011 - £20,000)

6. Interest receivable
2012 2011
£000 £000
Bank interest recervable £ 22 L 22
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

7. Interest payable

2012 201
£000 £000
On bank loans and overdrafts 566 429
On other loans 644 644
£ 1,210 i 1,073
8. Taxation
2012 201
L000 £000
Analysis of tax charge 1n the year
Current tax (see note below)
UK corporation tax charge on profit for the year 487 49
Adjustments in respect of prior periods (20) -
467 49
Foreign tax on mcome for the year - 345
Total current tax 467 394
Deferred tax {see note 13)
Ongination and reversal of tming differences 6 (101)
Tax on profit on ordinary actuvities L 473 L 293
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

Taxation {continued)

Factors affecting tax charge for the year

The tax assessed for the year 13 lower than {2011 - higher than) the standatd rate of corporation tax 1 the
UK of 25 5% (2011 - 26 5%) The differences are explained below
2012 2011
£000 £000
Profit on ordinary acuvities before tax £ 1,947 L 1,158
Profit on ordmnary activities multiphed by standard rate of
corporation tax in the UK of 25 5% (2011 - 26 5%) 496 307
Effects of.
Expenses not deductible for tax purposcs 69 22
Capital allowances for year in excess of deprectaton - (10
Utihsation of tax losses (33 B
Higher rate taxes on overseas earnings - 75
Adjustments to tax charge 1n respect of prior periods (20) -
Unreheved loss on foreign subsidiaries 1 -
Other uming differences (59) -
Current tax charge for the year (see note above) £ 467 Fa 3%
Intangible fixed assets
Goodwill
Group £000
Cost
At 1 October 2011 15,596
Additons 6,001
At 30 September 2012 21,597 |
Amortisation
At 1 October 2011 4,742
Charge for the year 3,976
At 30 September 2012 8,718
Net book value
At 30 September 2012 £ 12,879
At 30 September 2011 £ 10,854

On 14 October 2011, the company acquired the entre share capital of TIS Software Holdings Limted, giving
rise to goodwill of £6,001,000, as disclosed 1n note 22
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

9. Intangible fixed assets {continued)

Company
Cost

At 1 October 2011 and 30 September 2012

Amortsation

At 1 October 2011
Charge for the year

At 30 September 2012

Net book value
At 30 September 2012

At 30 September 2011

Goodwill
£000

15,487
4,709

3,098
7,807

7,680

10,778
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Kerridge Commercial Systems Limited

Notes to the financial statecments

For the year ended 30 September 2012

10.

Tangible fixed assets

Group
Cost

At 1 October 2011
Addiuons

Transfers on acquisiton
Disposals

Foreign exchange movement

At 30 September 2012

Deprecianon

At 1 October 2011

Charge for the year
Transfers on acquisttion

On disposals

Foreign exchange movement

At 30 September 2012
Net book value
At 30 September 2012

At 30 September 2011

Computer

Freehold and other Computer
property equipment software Total
£000 £000 £000 £000
- 1,105 33 1,138
- 223 64 287
17 3,650 - 4,367
- ) : )
- (10) - (10)
n? 4,961 97 5,775
- 706 1 17
14 208 20 242
329 3,579 - 3,908
- () - )
- “) - @
343 4,484 3 4,858
374 £ 477 £ 66 £ 97
- £ 399 £ 22 f 421
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

43. Tangible fixed assets (continued)

Computer
and other  Computer

equipment software Total
Company £000 £000 £000
Cost
At 1 October 2011 883 33 916
Additions 141 64 205
At 30 September 2012 1,024 97 1,121
Depreciation
At 1 October 2011 620 1n 631
Charge for the year 123 20 143
At 30 September 2012 743 31 774
Net book value
At 30 September 2012 £ 281 [ 66 L 347
At 30 September 2011 L 263 [ 22 f 285

11. Fixed asset investments

Subsidiary undertakings
The following wete subsidiary undertakungs of the company
Name Class of shares Holding
Kernidge Commercial Systems (South Africa) (Proprietary) Limited Ordinary 100%
Kerndge Commercial Systems Trustee Company Lamuted Ordinary 100%
TIS Software Holdings Linmuited Ordinary 100%
TIS Software Limited* Ordinary 100%
Smartpownt Technologies Limted® Ordinary 100%
Stratepix Software Plc** Ordinary 100%
Strategix-ASP com Limuted** Ordinary 100%
TIS Software (EBT) Lumitted** Ordinary 100%

Page 24




Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

11. Fixed asset investments (continued)

Name Business
Kerndge Commercial Systems (South Africa)  Provision of computer
(Proprietary) Limited software, consultancy
services and training
Kerndge Commercial Systems Trustee Dormant
Company Limuted
TIS Software Holdings Limited Holding company
TIS Softwate Limited* Provision of computer

software, consultancy
services and traming
Smartpoint Technologies Limited* Provision of computer
software, consultancy
services and traming

Strategix Software Plc** Dormant
Strategix-ASP com Limuted** Dormant
TIS Software (EBT) Limited** Corporate Trustee

* Held indirectly by the company through TIS Software Holdings Lumited

** Held mdirectly by the company through TIS Software Limited

Company
Cost or valuation
Additions

At 30 September 2012

Net book value
At 30 September 2012

Registered office
South Africa

United Kingdom
United Kingdom
United Kingdom

United Kingdom

United Kingdom

United Kingdom
United Kingdom

Investments

in subsidiary

companies

£000

4,357

4,357

£ 4,357

The additions 1n the year relate to the acquisitton of TIS Software Holdings Limited, as outlined in note 22
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Kerridge Commerciat Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

12.

13.

Debtors

Trade debtors

Amounts owed by proup undertakings
Other debtors

Prepayments and accrued mcome

Tax recoverable

Deferred tax asset (see note 13)

Deferred taxation

At beginning of year
(Charge for)/released during the year
Other movement

At end of year

The deferred taxation balance i1s made up as follows

Other uming differences

Group Company
2012 2011 2012 2011
£000 £000 £000 £000
4,494 2,691 2,776 2,060
- - 281 -
2 3 2 2
1,007 1,064 845 973
- 13 - -
136 142 - -
£ 5,639 3933 £ 3,904 [ 3,035
Group Company
2012 2011 2012 2011
£000 £000 £800 £000
142 55 - -
(6) 101 - -
- (14) - -
£ 136 142 £ - £ -
Group Company
2012 2011 2012 2011
£000 £000 £000 £,000
£ 136 [ 142 £ - £ -
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

14.

15.

Creditors:
Amounts falling due within one year

Group Company
2012 2011 2012 2011
£000 £000 £000 1000
Bank loans and overdrafts 2,118 1,518 2,118 1,518
Trade creditors T4 894 490 692
Amounts owed to group undertakings - - 567 30
Corporauon tax 211 49 154 49
Social security and other taxes 805 563 498 498
QOther creditors 868 318 842 305
Accruals and deferred income 7,524 5,059 4,656 4,443
£ 12,300 £ 8401 L 9,325 [ 7,806
Creditors:

Amounts falling due after more than one year
Group Company
2012 2011 2012 2011
£000 £000 £000 £000
Bank loans and overdrafts 3,976 3,798 3,976 3,798
Loan notes 7,878 7,807 7,878 7,807
Other creditors 109 320 109 320
11,925 £ 11,963 [ 11,925

£ 11,963 [
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

16.

Borrowings

Credttors mclude borrowings which are due for repayment as follows

Group and company

Amounts repayable:

In one year or less or on demand

Bank loans and overdrafts

In more than one year but not more than two years
Bank Ioans and overdrafts

In more than two years but not more than five years

Bank loans and overdrafts
Loan notes
Total borrowings

Unamortised capitalised loan fees and bank charges

Total borrowings

£

2012
£000

2,200

2,200

2,000
8,053

14,453
(481)

13,972

£

2011
£000

1,600

1,600

2,400
8,053

13,653
(529)

13,124

The bank loans currently attract interest at a variable rate of between 2 75% and 3 75% (2011 - 2 75%) per
annum above LIBOR The loans are repayable in equal quarterly instalments up to 21 March 2015 The
loans are secured by a debenture by the borrower including fixed and floating legal charges over the Group's

assets

The Group has also taken out an interest rate cap on 50% of the bank loan outstanding restricting 'LIBOR'

10 a maximum of 2 25% The interest rate cap atrangement costs the Group £6,000 per quarter

The loan notes amount to £8,053,000 and are repayable 1n full on 31 March 2015 The loan notes attract
interest at 5% above LIBOR subject to a mimimum interest rate of 8% per annum The nghts of the note

holders are subordinated to the nights of the bank

Pension commitments

The Group operates 2 defined contributions pension scheme The assets of the scheme are held separately
from those of the Group in an independently administered fund The pension cost charge represents
contributions payable by the Group to the fund and amounted to £470,000 (2011 - £581,000) Contributons

totalling £70,000 (2011 - fnil) were payable to the fund at the balance sheet date
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Kerndge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

17. Operating lease commitments

At 30 September 2012 the Group had annual commutments under non-cancellable operating leases as

Land and buldings

follows

2012
Group £000
Opecraung leases which expire
Within 1 year 132
Between 2 and 5 years -
After more than 5 ycars 250

2011

£000

2012
£000

105
74

Leases
2011
£000

10
101

At 30 September 2012 the Company had annual commitments under non-cancellable operating leases as

Land and buildings

follows

2012
Company £000
Operating leases which expire:
Within 1 year 24
Between 2 and 5 years -
After more than 5 years 150

2011
£000

140

2012
£000

85
74

Other
2011
£000

10
101
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Kerndge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

18.

Share capital

2012 201
£000 L£000
Authonsed, allotted, called up and fully pad
20,454,545 A Ordinary shares of £0 01 each 205 205
10,000 B Ordinary shares of £0 01 each - -
25,000,000 C Ordinary shares of £001 each 250 250
5 D Ordinary shares of 0 01 each - -

£ 455 [ 455

The A Ordinary shares have the right to enhanced voting nghts upon certain cvents or defaults occurring as
noted 1n the Company's articles of assoctatton A Ordinary share holders have rights to participate in a
capital distribution and these nghts rank par passu to all other tssued shares save for the B Ordinary Shares
whaose rights are set out below

The B Otdinary shares have the right to enhanced voting rights upon cettain events or defaults occurning as
noted 1n the Company's arucles of assoctaton B Ordinaty shate holders have nghts to participate 1n a
capital distribution and are enutled to an addional payment, out of the sales proceeds, where the total Exat
Capitabisation (as defined i the articles) is less than £17,000,000

The C Ordinary shares have the right to enhanced voting nghts upon certain events or defaults occurning as
noted 1n the Company's articles of assoctation  C Otrdinary share holders have rights to participate 1n a
capital distnibution and these rights ranh pan passu to all other issued shares save for the B Ordinary Shares
whose nights are set out above

The D Otdinary shares have no voung nghts D Ordinary share holders have restricted rights to participate
in a capital distribution and thesc nights rank below those attached to the A, B and C Ordinary shares
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

19. Reserves

Employee
Share benefit
premium trust Profit and
account reserve  loss account
Group £0060 £000 £000
At 1 October 2011 701 (40) 1,311
Profit for the year - - 1,474
Currency translation differences on foreign currency net
investment - - (‘11)
At 30 September 2012 £ 701 £ 40) £ 2,714
Employee
Share benefit
premium trust Profit and
account reserve loss account
Company £000 £000 £000
At 1 October 2011 701 (40) 178
Profit for the year - - 1,126
At 30 September 2012 £ 701 £ 40y £ 1,304

The Kerridge Commercial Systems Employee Benefit Trust (EBT) was set up for the benefit of employees
and directors of Kerridge Commercial Systems Lanuted and its subsidiaties

The EBT owns 3,977,272 C ordinary shares Options have been granted over 3,409,091 (2011 - 3,545454) C
ordimary shares, leaving 568,101 C ordinary shares not subject to options
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 3{ September 2612

20.

Share based payments

The Company has a share option scheme for its employees (including directors) Options are exercisable over
C Ordinary shares at an estunated market value at the date of the grant The options vest on a stock market
lisung, IPO or simular “float” event

If the opuons remain unexercised after a period of 10 years from the date of grant, the options expire
Options are forfeited 1f the employee leaves the Company before the options vest

Details of the number of share options and the weighted average exercise price (WAEP) outstanding during
the year ate as follows

2012 2011
WAEP WAEP
No £ No £
Outstanding at the beginning of the year 3545454 002 681,815 001
Granted duning the year - - 2,863,639 002
Lapsed during the yeat (136,363) 002 - -
Outstanding at the end of the period 3,409,075  0.02 3545454 002

No share opuons were exercised duning the period

In the year ended 30 September 2012, 136,363 options lapsed (2011 2,863,639 granted) The estimated fair
value of the options lapsed was was £002 (£0 02) per share The fair values were calculated using the Black
Scholes pricing model

The inputs into the model were as follows

2011
Weighted average exercise price - £, 002
Expected volaulity - % 75
Expected lifc - years 10
Risk free rate - % 1
Market value at date of grant - £ 002

No imputs have been used in 2012 as no further options were granted

Expected volanhty was determined as 75% based on the standard deviation of the estimated share tssue
prices The expected life used 1n the model has been adjusted based on management's best esumate, for the
effects of non-transfcrability, exercise restricuons and behavioural considerations

The Group has not recognised an expense in period on the grounds that the directors consider 1t to not be
material to the finaneial statements No options have been granted to employees after the peniod end

The C ordinary shares avaiable for 1ssue under the Group's share scheme are held by Kerndge Commercial

Systems employee benefit trust At 30 September 2012, 568,181 (2011 431,818) C ordinary shares held by the
trust were avatlable for future options to be granted
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

21. Reconciliation of movement in shareholders’ funds

2012 2011
Group £000 £000
Opening shareholders’ funds 2,427 1,687
Profit for the year 1,474 865
Currency translation differences on foteign curtency net mvestment (1) (125)
Closing shareholders’ funds L 3,830 £ 2,427

2012 2011
Company £000 £000
Opening shareholders' funds 1,294 1,233
Profit for the year 1,126 o1
Closing shareholders' funds £ 2,420 £ 1,294

The Company has taken advantage of the exemption contained within section 408 of the Compantes Act
20006 not to present 1ts own Profit and loss account

The profit for the year dealt with 1n the accounts of the Company was £1,126,000 {2011 - £ 62,000)
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Kermridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

22,

Acquisitions

On 14 October 2011, the company acquired the entire share capital of TIS Software Holdings Limuted for a
total constderaton of £4,055000 The purchase of this entty has been accounted for by the acquisiion
method of accountng and the goodwill arising has been tecognsed i accordance with Financial Reporung

Standard No 10 'Goodwill and Intangsble Assets'

Acquisitions
Vendors' Fair value Fair value to
book value adjustments the group
£000 £000 £000
Assets and habilities acquired
Tangble fixed assets 459 . 459
Dcbtots 973 (152) 821
Cash at bank 588 - 588
Other creditors and provistons (3,350) (162) (3,512)
Net assets acquired L 1,330) £ (314) £ (1,044)
Sausfied by
Consideration
Cash 4,055
Acquisition costs 302
L 4,357
£ 6,001

Goodwill ansing on consolidation (see note 9)

The consolidated results for the period prior to and after acquisition for the T1S Sofrware Holdings Limited

group are shown below

Perniod from Perntod from

1 May 2011

to

acquisinon

£000

Turnover 1,753
Operaang (loss)/profit (1,043)
(Loss)/profit before tax (1,053)
(Loss)/profit after tax (1,108)

acquisition
to 30
September
2012
£000

5,449
1,718
1,720
1,541

T'otal
£000

7,202
675
667
433
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

23. Net cash flow from operating activities

2012 2011
£000 £000
Operating profit 3,135 2,209
Amortsation of intangtble fixed assets 3,976 3122
Deprecrauon of tangible fixed assets 242 161
Profit on disposal of tangible fixed assets - &)
Inctease 1n debtors {922) (1,337)
{(Decrease)/1ncrease in credttors (581) 2,028
Foreign exchange (71) -
Net cash inflow from operating activities L 5,779 6,174
24. Analysis of cash flows for headings netted in cash flow statement
2012 201
£000 £000
Returns on investments and servicing of finance
Interest recerved 22 22
Interest paid {1,033) (921)
Issue costs on new bank loans (129) -
Net cash outflow from returns on mvestments and servicing of
finance £ (1,140) {899
2012 2011
£000 £000
Capital expenditure and financial investment
Purchase of tangible fixed assets (287) (282)
Sale of tangible fixed assets 2 9
Net cash cutflow from capital expenditure £ (285) (273)
2012 2011
£000 £000
Acqusttions and disposals
Purchase of business undertakings {4,358) -
Net cash acquired with substdiary undertakings 588 -
Net cash outflow from acquistttons and disposals £ (3,770) -
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

24. Analysis of cash flows for headings netted in cash flow statement (continued)

2012 2011
£000 £000
Financing
Other new loans 3,000 -
Repayment of loans (2,200) (1,600)
Net cash inflow/(outflow) from financing £ 800 £ (1,600)
25. Analysis of changes in net debt
Other
non-cash
1 October Cash flow changes 30 September
201 2012
£000 L£000 £000 L£000
Cash at bank and 1n hand 7,545 1,113 - 8,658
Debt.
Debts due within one year (1,518) (1,600) 1,000 (2,118)
Debts falling due after more than
one year (11,605) 500 (1,049) (11,854)

Net debt £ (5:578) £ 313 £ (49)

26. Related party transactions

£ (5,314)

The directors considet the following to be related parues due to common ownership and/or control by the

directors

Related party transactions 2012

Consultancy Monitoning  Loan note  Issue costs Balance

Fees and Director interest £000 outstanding

£000 fees £000 at 30

£000 September

2012

£000

Prime Contracts Limited 38 - - - 22
NVM P ate Equuty Lumited - 52 - - -

Northern Investors Company

Plc - - 287 - -
Northern Venture Trust Ple - - 125 - -
Notthern 2 VCT Plc - - 125 - -
Northern AIM VCT Plc - - - - -
Northern 3 VCT Ple - - 167 - -
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Kerridge Commercial Systems Limited

Notes to the financial statements
For the year ended 30 September 2012

Related party transactions 2011

Consultancy Monitering  Loan note  Issue costs Balance

Fees and Director interest £000 outstanding

£000 fees £000 at 30

£000 September

2011

L£000

Prime Contracts Limited 46 - - - 22
NVM Private Equty Limuted - 50 - - -

Northern Investors Company

Plc - - 286 - -
Northern Venture Trust Plc - - 125 - -
Northern 2 VCT Plc - - 125 - -
Northern AIM VCT Plc - - 13 - -
Northern 3 VCT Ple - - 94 - -

As at 30 September 2012 the following was owed 1 respect of loan notes

2012 2011

£000 £000
Related party
Northern Investors Company Ple 3,578 3,578
Northern Venture Trust Plc 1,565 1,565
Northern 2 VCT Plc 1,565 1,565
Northern AIM VCT Pic - 225
Northern 3 VCT Plc 1,345 1,120

All transactions were on an arm's length basis

27. Contingent labilities

I'he Group had no contingent Liabilittes at 30 September 2012 or 30 September 2011

28. Controlling party

The directors consider there to be no overall ultimate controlhing party

29. Post balance sheet events

On the 17 October 2012, Kerndge Commetcial Systems Liumited acquired the enure share capital of
Datawright Lunuited The acquisiton was funded through cash from the Group's resources
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