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Strategic report

Overview

The Directors present the Strategic report, Directors’ report and the financial statements of Elateral Group Limited
(the ‘Company’) for the year ended 31 March 2017.

The Company’s core business is that of a holding company. The Company’s financial position is therefore partly
dependent on the financial position of the rest of the Elateral group (the ‘Group®).

The principal activity of the Group comprised the development and sale of marketing automation software and
associated services. : ’

During the year, the Group has been successful in expanding core client relationships and winning new clients. The
increasing focus on ecommerce and shopper marketing combined with the constant pressure for marketing efficiency
from zero based budgeting is expected to lead to continued growth in demand for Elateral's content production
platform. Elateral is recognised as the visionary pacesetter in multichannel customisation by Gartner, and is well
positioned to capture market share.

Business review and results

The following table summarises those key performance indicators used by the Directors to assess the performance of
the Group as of the dates indicated.

2017 2016 Change |
Group revenue ) £7.5m £6.5m 15.4%
Subscription revenue N £4.2m £3.3m 27.3%
Group operating loss . {£0.7m) (£1.6m) 56.3%

Principal risks and uncertainties

The company is exposed through its operations to the following risks:
e Technology risk
e Foreign exchange risk

e Going concemn and liquidity risk ] -

The Company is exposed to the risks facing software businesses. This section describes the Company’s objectives and
policies and procedures for managing those risks. Further quantitative information is provided throughout the financial -
statements. '

As described throughout these financials statements, the Company is an indirect parent of the principal subsidiaries
of the Group and therefore its risk is intrinsically linked to those in the Group. Consolidated accounts for the Group
are drawn up for Elateral Group Limited. '

There have been no substantive changes in the Company’s exposure to these risks or methods to measure them from
the prior period, unless otherwise stated in this section.
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Strategic report (continued)

Technology risk

Client requirements and the technological environment in which we operate is constantly changing. The Group is
continuing to invest heavily in technology and innovations in order to drive client satisfaction and win new business.

Foreign exchange risk

A significant percentage of the Group's revenue is derived in US Dollars, whilst some of its cost base, as well as the
Group reporting currency is in Pound Sterling. Hence there is a risk that the relative strength of the two currencies
could impact revenues and profitability of the Group. Accordingly, the Directors closely monitor fluctuations in the
exchange rate.

Going concern risk

The Group's core business is the development and safe of marketing automation software and associated services
within the Group. The Company’s financial position is therefore partly dependent on the financial condition of the
rest of the group. :

The Group has remained compliant during the year to 31 March 2017 with all covenants contained in all funding
documents. Furthermore, the Board has reviewed the Group's latest forecasts and the Directors have reasonable
expectation that the Company and the Group have adequate resources to continue in operational existence for the
foreseeable future. Accordingly, we continue to adopt the going concem basis in preparing the annual report and
financial statements. ’

Financial position

The Consolidated balance sheet shows negative equity, with the majority of creditors being investor loans. The
investors remain supportive and have provided the Group with further loans during and afier this financial year. In
June 2017, the investors extended the date of repayment of their loans to 31 December 2018.

Financial outlook

The ongoing strategy remains to drive shareholder value by extending technology leadership through innovative
platform capabilities and delivery of high value services. We intend to continue to expand via existing sales pipeline
and forging new strategic partnerships in business development and solution delivery.

By order of the board

P Galligan

Director
14 September 2017
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Directors’ report

The Directors present their Directors' report and audited consolidated financial statements for the year ended 31 March
2017.

Directors

The Directors who held office during the year and up to the date of approval of these financial statements were as
follows:

A de Watteville (Resigned 25 November 2016)

P Blackburn N
J Elkins :

J Szpiro (Resigned 13 December 2016)

R Whitby-Smith

B Taylor (Resigned 20 February 2017)

P Kamel (Resigned 5 June 2017)

P Galligan (Appointed 30 November 2016)

N Friedlos (Appointed 13 December 2016)

Proposed dividend ' .

The directors do not recommend the payment of a dividend. (2016: £nil).

Employment policics

It is Group policy, where possible, to provide employment opportunities for disabled people. Staff who become disabled
are supported in continuing employment through identification of suitable jobs and the provision of necessary
retraining.

Politicat contributions .

Neither the Company nor any of its subsidiaries made any political donations or incurred any political expenditure
during this or the previous financial year. :

Disclosure of information to the nudiior

The Directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each Director has taken
all the steps that he ought to have taken as a Director to make himself aware of any relevant audit information and to
establish that the Company’s auditor is aware of that information.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP
will therefore continue in office.

By order of the board
P Galligan Elateral House
Director : ‘ Crosby Way
Farnham
Surrey
GU9 7XX
14 September 2017
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Statement of Directors’ responsibilities in respect of the Annual report and the
financial statements

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

Company law requires the directors to prepare financial statements for each financial year. Under that law they
"have elected to prepare the group and parent company financial statements in accordance with UK Accounting
Standards and applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the group and parent company and of their profit or loss for that
period. [n preparing each of the group and parent company financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements;

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the group and the parent company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
parent company's transactions and disclose with reasonable accuracy at any time the financial position of the
parent company and enable them to ensure that its financial stalements comply with the Companies Act 2006.
They have general responsibility for taking such steps as are reasonably open to them to safeguard the assets of
the group and to prevent and detect fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ELATERAL GROUP
LIMITED ‘

We have audited the financial statements of Elateral Group limited for the year ended 31 March
2017 set out on pages 7 to 27. The financial reporting framework that has been applied in their
preparation is applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice), including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland.

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

" Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 4, the
directors are responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view. Our responsibility is to audit, and express an opinion on, the
financial statements in accordance with applicablc law and International Standards on Auditing
(UK and Ireland). Those standards require us to comply with the Audmng Practices Board’s
Ethical Standards for Auditors,

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Fmancml'
Reporting Council's website at www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements
In our opinion the financial statements:

e give a true and fair view of the state of the group’s and of the parent company’s affaxrs as at
31 March 2017 and of the group’s loss for the year then ended;

e have been properly prepared in accordance with UK Generally Accepted Accounting Practice;
and

» have been prepared in accordance with the requirements of the Companies Act 2006.
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Stratégic Report and the Directors’ Report for the
financial year is consistent with the financial statements.

Based solely on the work required to be undertaken in the course of the audit of the financial
statements and from reading the Strategic report and the Directors’ report:

. we have not identified material misstatements in those reports and
. in our opinion, those reports have been prepared in accordance with the Companies Act
2006.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ELATERAL GROUP
LIMITED (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
e - certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Aol

Neil Hughes (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

Arlington Business Park

Theale

Reading RG7 4SD

14 September.2017
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Consolidated profit and loss account and other comprehensive loss
Sor the year ended 31 March 2017
Note 2017 2016
£°000 £°000
- Turnever 2 7,475 6,452
Cost of sales (366) (953)
Gross profit 7,109 5,499
Administrative expenses (7,842) (7,110)
Group operating loss 3 (733) {1,611)
Interest payable and similar expenses 7 (921) (698)
Loss before taxation (1,654) (2,309)
Tax on loss &8 309 294
Loss for the financinl ycar ’ (1,345) (2,015)
’ L ——
Other comprehensive loss
Foreign exchange differences on translation of ‘ (213) (690)
foreign operations
Total comprchensive loss for the year - (1,558) (2,075)

The results for the current and preceding year all relate to continuing activities.
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Consolidated balance sheet
At 31 March 2017 ) :
Note 2017 . 2016
£000 £'000 £°000 £°000
Fixed asscts )
Tangible assets 10 1 2
Current asscts
Debtors 12 1,954 1,543
Cash at bank and in hand 149 in
2,103 1,854
Creditors: amounts falling due within one year * 13 (11,277 (5,730)
Net current linbilitics 9,179) . (7,876)
Total asscts less current liabilities A (9,173) . (7,874)
Crcditors: amounts falling due after more than one year .M (209) -
Provisions for Habilities: other provisions 15 (50) -
{259) -
Net liabilitics (9,432) (7,874)
Capital and reserves
Called up share capital 16 978 978
Share premium account ) 3,029 ’ 3,029
Capital redemption reserve ’ 633 633
Group consolidation reserve : 15410 15,410
Share reserve 17 (40) (40)
Retained eamings . (29,442) (27,884)
Total cquity ' (9,432) (1.874)

These financial statements were approved by the board of Directors on 14 Séptember 2017 and were signed on its
behalf by: . .

P Galligon
Director

~—- - Registered number 07435521 - - - L



Company balance sheet
At 31 March 2017

Fixcd assets
Investments

Current asscts
Debtors

Creditors: amounts falling due within one year
Net current Iinbl}ltlcs

Net asscts

Capital and reserves

Called up share capital

Share premium account

Capital redemption reserve
" Retained eamings

Total equity

These financial statements were approved by the board of Direc

behalf by:

Director

Company registered number 07435521

Nore

1
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£°000

1,777

(6,296)

2017

£000

7,000

(4,519)

2,431

978

3,029
633

2,159)

2,481

ity

31 March 2017

2016
£000 £7000
7,000

1,179

(4,863)

tors on 14 September 2017 and were signed on its



Consolidated statement of changes in equity

Jor the year ended 31 March 2017

Balance at | April 2015 (as previously stated)

Change in presentation upon transition to FRS 102
Batance at | April 2016 (restated)

Loss for the financial year
Other comprehensive income

Total comprehensive expense for the year

Total contributions by and distributions to owners
Balance at 31 March 2016

Loss for the financial year
Other comprehensive income

Total comprehensive expense for the year

Tolal contributions by and distributions to owners

Balance at 31 March 2017

Elateral Group Limited
Annual report and consolidated financial statements

31 March 2017

Called up Share Capital Group Share Retained Total
share premium  redemption  consolidation  reserve  carnings cquity
capital account reserve reserve
£'000 £'000 £'000 £000 £7000 £000 £'000
978 3,029 633 15410 - (25,809) (5,759)
- - - - (40) - (40)
978 3,029 633 15410 (40)  (25,809) (5,799)
S - - - . (2,015) (2,015)
. - . - - (60) (60)
. - - - . (2,075) (2,075)
978 3,029 633 15410 (40) (27,884) (7,874)
. . . - - (1,345) (1,345)
. - . - - (213) (213)
- : - - (1558  (1.5%9)
978 3,029 633 15410 (40) (29,442) (9.432)
10
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Company statement of changes in equity

Jor the year ended 31 March 2017

Balance at | April 2015

Loss for the financial year

Total comprehensive expense for the year

Total contributions by and distributions to owners
Balance at 31 March 2016

Loss for the financial year

Total comprehensive expense for the year

Total contributions by and distributions to owners

Balancce at 31 March 2017

Called up Share Capital
share premium redemption
capital account reserve
£'000 £'000 £000
978 3,029 633
978 3,029 633
978 3,029 633

31 March 2017

Retained Total

carnings cquity
£000 £000
(626) 4,014
(698) (698)
©8) (698

(1,329) 3316
(835)  (835)

(835)

(2,159) 2,481



" Consolidated cash flow statement
Sor the year ended 31 March 2017

Cash flows from operating activitics
Loss for the year

Adjustrients for:

Depreciation, amortisation and impairment
Foreign exchange losses

Interest payable and similar expenses

Tax on loss

(Increase)/decrease in debtors
(Decrease)/increase in trade and other creditors

Tax credit receive_d

Net cash from operating activities

Cash flows from investing activities

Cash Nows from financing activities
Proceeds from new loan

Interest paid

Repayment of borrowings

Net cash from financing actlvitics

Net increase/{decrease) in cash and cash equivalents

Cash and cash equivalents at | Apri! 2016
Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at 31 March 2017

Elateral Group Limited
Annual report and consolidated financial statements
31 March 2017

2017 2016
£000 £000
(1,345) (2,015)

1 5
(213) (60)
921 698
(309) (294)
(945) (1,666)
(372) 470
(250) 626
(1,567) ’ (570)
272 322
(1,295) (248)
1,387 Joo
(30) - .
(198) -
1,159 300
(136) 52
31 242
(26) 17
149 in

2
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Notes to the consolidated financial statements for the year ended 31 March 2017

1 - Accounting policies

Elateral Group Limited is a private company limited by shares, incorporated, domiciled and registered in England in
the UK. The registered number is 07435521 and the registered address is Elateral House, Crosby Way, Famham,
Surrey GU9 7XX.

These Group and parent company financial statements are prepared in accordance with Financial Reporting Standard
102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102™) as issued in August
2014 and the Companies Act 2006. The amendments to FRS 102 issued in July 2015 have been applied. The
presentation currency of these financial statements is sterling. All amounts in the financial statements have been
rounded to the nearest £1,000.

In the transition to FRS 102 (on 1 April 2016) from the Financial Reporting Standard for Smaller Legal Entities
(effective January 2015), the Group has made no measurement and recognition adjustments. However, presentation
of shares in Elateral Group Limited held by Elateral Trustees Limited has been reclassified from investments to share
reserve.

The parent company is included in the consolidated financial statements, and is considered to be a qualifying entity
under FRS 102 paragraphs 1.8 to 1.12. The following exemptions available under FRS 102 in respect of certain
disclosures for the parent company financial statements have been applied:
* No separate parent company Cash Flow Statement with related notes is included;
¢ Related party transactions between wholly owned subsidiaries have not been disclosed; and
o Certain disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial
Instrument Issues in respect of financial instruments not falling within the fair value accounting rules of
Paragraph 36(4) of Schedulie 1. o

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiary undertakings
made up to 31 March 2017. A subsidiary is an entity that is controlled by the parent. The results of subsidiary
undertakings are included in the consolidated profit and loss account from the date that control commences until the
date that control ceases. Control is established when the Company has the power to govern the operating and financial
policies of an entity so as to obtain benefits from its activities. In assessing control, the Group takes into consideration
potential voting rights that are currently exercisable.

Under Section 408 of the Companies Act 2006 the Company is exempt from the requirement to present its own profit
and loss account.

In the parent financial statements, investments in subsidiaries are carried at cost less impairment.
The financial statements have been prepared under historical cost accounting rules.

Turnover

Tumover, which is stated net of value added tax and trade discounts, represents amounts invoiced to third parties for
goods and services provided. '

Software licence fees and {ees for hosting services are recognised rateably over the period to which they relate.

Fees for professional services are recognised as the services are performed.
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Notes to the consolidated financial statements for the year ended 31 March 2017
(continued)

Accounting policies (continued)

Going concern

The group’s business activities, together with the factors likely to affect its future development, performance and
posmon are set out in the Directors’ report. Benefit of previous investments is beginning to deliver improved gross
margins and has led to a reduced loss in the year to March 2017, The group is forecast to return to positive cashflow
during the year to March 2018.

The group is reliant upon loan facilities provided by the company’s shareholders. Aggregate principal and accrued
interest outstanding at 31 March 2017 in réspect of these facilities was £5.0m. In June 2017, the shareholders advanced
£0.5m of additional principal and extended the date of repayment to 31 December 2048. The shareholders continue to
be supportive and the Directors have no reason to believe that the shareholders’ loan facilities will not remain available.

The board has approved the group’s operating plan, including a cash flow forecast, for the period to September 2018.
The Directors believe there are actions they could take, if necessary, to ensure the group continues to have sufficient
cash for its operation. Accordingly, the Direclors are satisfied that the group will be able to meet its liabilities as they
fall due during the period to September 2018 and beyond.

Therefore, after taking into account the above factors, the Directors believe that the group can manage its business risks
successfully and are satisfied that the geoup and the parent company have sufficient financial resources to enable them
to continue operating in the foreseeable future. The Directors therefore continue to adopt the going concern basis in
preparing the Directors’ report and financial statements. The financial statements do not include any adjustments that
would result from the basis of preparation being inappropriate.

Research and develepment expenditure

Expenditure on research and development is written ofT to the profit and loss account in the year in which it is incurred.

Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less accumulated depreciation losses.
The company assesses at each reporting date whether tangible fixed assets are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of tangible
fixed assets. Leased assets are depreciated over the shorter of the lease term and their useful lives. The estimated useful
lives are as foltows:

Leasehold improvements - overS years

Fumiture, fittings and equipment - between 3 and 5 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since last annual reporting date in the pattern by which the company expects to consume an asset’s future economic
benefits.

Operating leases

Rentals applicable to operating 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 period of the lease.

Pension costs

The Group operates a defined contribution pension scheme for employees. The assets of the scheme are held separately
from those of any group company. The pension charge represents the amounts payable by the group to the fund in
respect of the period,
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Notes to the consolidated financial statements for the year ended 31 March 2017
(continued)

Accounting policies (continued)

Taxation

Tax on the profit or loss for the year comprises current and deferred 1ax. Tax is recognised in the profit and loss account
except to the extent that it relates to items recognised directly in equity or other comprehensive income, in which case it
is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. Deferred tax is not recognised
on permanent differences arising because certain types of income or expense are non-taxable or are disallowable for tax
or because certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits. .

Investments

In the company’s financial statements, investments in subsidiary undertakings are stated at cost less amounts written
off, if any. '

Foreign currencies

Transactions in foreign currencies are translated into sterling at the rate of exchange ruling at the date of the transaction.
Monetary assets and liabilities in foreign currencies are translated into sterling at the rates of exchange ruling at the
balance sheet date. Exchange differences are included in the profit and loss account.

The assets and liabilities of overseas subsidiary undertakings are translated at the closing exchange rates. Profit and
loss accounts of such undertakings are consolidated at the average rates of exchange during the year. Gains and losses
arising on these translations are taken to reserves.

Permanent loans advanced by a parent company to a subsidiary undertaking which are denominated in a foreign
currency are maintained at their historic rate and not retranslated in the standalone company accounts. In the
consolidated accounts of the group, such loans are retranstated at the closing exchange rates, and the foreign exchange
differences are taken to reserves.

Financial instruments

Financial instruments are classified and accounted for, according to the substance of the contractual arrangement, as
either financial assets, financial liabilities or equity instruments. An equity instrument is any contract that evidences
aresidual interest in the assets of the group after deducting all of its liabilities.

Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured at amortised cost using the effective interest method, less any impairment losses in the
case of trade debtors.
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Notes to the consolidated financial statements for the year ended 31 March 2017
(continued) :

Accounting policies (continued)
Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payments discounted at a market rate
of interest. Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost using the
effective interest method, less any impairment losses

Investments in preference and ordinary shares

Investments in equity instruments are measured initially at fair value, which is normally the transaction price.
Transaction costs are excluded if the investments are subsequently measured at fair value through profit and loss.
Subsequent to initial recognition investments that can be measured reliably are measured at fair value with changes
recognition in profit or loss. Other investments are measured at cost less impairment in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and calt deposits.

1

Provisions

A provision is recognised in the balance sheet when the entity has a present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the obligation at
the reporting date.

Accounting estimates and judgements

The preparation of the consolidated accounts required management to make certain estimates and judgements. The
Directors do not note any estimation uncertainty at the balance sheet date that may cause material adjustment to the
carrying amounts of assets or liabilities within the next financial year. The Directors do not consider that there are
any critical accounting judgements in applying the Company's accounting policies. ’

16
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Notes to the consolidated financial statements for the y'ear ended 31 March 2017
(continued) '

2 Analysis of turnover

An analysis of turnover is given below:

By activity ) . 2017 2016
£000 £'000
Sale of licences 4,222 3,318
Services 3,253 3,134
7,475 6,452
' e — Rae 0 =
By geographical market 2017 2016
£°000 £000
United Kingdom 338 262
Rest of Europe 221 205
Rest of the world 6,916 5,985
7475 6,452
CUR—— SRy
3 Expenses and auditor’s remuneration
Loss on ordinary activities before taxation is stated after charging: :
2017 2016
£°000 £'000
Depreciation of owned fixed assets ' I 5
Hire of other assets - operating leases . 690 725
Research and development expenditure 1,294 930
‘ — e —
Auditor’s remuneration:
2017 2016
£000 £'000
Audit of these financia! statements 33 ) 30
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Notes to the consolidated financial statements for the year ended 31 March 2017

(continued)

4 Exceptional project costs

At the start of FY2012 the business had identified that significant investment was required to transform the software code of the
underlying platform used to provide services to customers, and to align all customers on one consolidated platform. Specific
projects undertaken to address these two areas are tracked separately, and the exceptional costs represent the incremental cost of

undertaking these projects.

This amounted to £2,000 (2016: £281,000).

.

5. Staff numbers and costs

" The average number of persons employed by the Group (including directors) during the year, analysed by category, was as follows:

Management and admin
Sales and marketing
Technical and services

The aggregate payroll costs of these persons were as follows:

Wages and salaries
Social security cosls
Contributions to defined contribution plans

6 Directors’ remuneration

The Directors’ aggregate remuneration in respect of qualifying services was:

Directors’ emoluments
Company contributions to money purchase schemes

Number of employees

2017
7

6

52

65

2017
£'9000

4,296

103

4,179

2017
£°000

991

1,004

2016

2016
£'000

3,623
340
102

4,065

2016
£'000

662
a2

704



Elateral Group Limited
Aunnual report and consolidated financial statements
31 March 2017

Notes to the consolidated financial statements for the year ended 31 March 2017
(continued) '

Directors’ remuneration (continued)

Remuneration of highest paid Director:

2017 T 2016

£'000 £7000

Total emoluments 347 204
347 - 294

The number of Directors to whom retirement benefits are accruing under the money purchase scheme during the year
ended 31 March 2017 was 2 (2016 3).

7 Interest payable and similar expenses
2017 2016
£'000 £'000
Dividends in connection with Preferred Shares classed as financial liabilities 69 89
Related party loan interest and arrangement fees 776 609
Other loans 76 -
921 698
8 Taxation on loss
Analysis of credit in the year
2017 2016
£'000 £'000
UK corporation tax
Current tax on income for the year (309) (294)
Foreign tax - -
) (309) 259
Deferred tax
Origination and reversal of temporary differences ’ . -
Tax on loss ' (309) (294)
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Notes to the consolidated financial statements for the year ended 31 March 2017
(continued)

Taxation on loss (continued)
Factors affecting the tax charge for the current period

The current tax credit for the period is lower (2016: lower) than the standard rate of corporation tax in the UK of 20%
(2016: 20%). The differences are explained below.

2017 2016

£000 £'000
Current tax reconciliation . :
Loss on ordinary activities before tax (1,654) (2,309)
Current tax at 20%.(2015: 20%) (331) (462)
Effects of: :
Expenses not deductible for tax purposes ) 5 5
Losses carried forward R 178 i 287
Additional deduction on qualifying R&D expenditure (184) (212)
Tax repayment on qualifying R&D expenditure 23 88
Total current tax credit (see above) (309) (294)

i mm— o

The unrecognised deferred tax asset in respect of UK trading losses and capital allowances versus depreciation was
£2,217,000 (2016: £2,039,000). The unrecognised deferred tax asset in respect of US Federal loss carry forward was
£2,455,000 (2016: £1,822,000). These amounts have not been recognised as there is insufficient evidence that they
will be recovered.

A reduction in the UK corporation tax rate from 21% to 20% (effective from 1 April 2015) was substantively enacted
on 2 July 2013, Further reductions to 19% (effective from 1 April 2017) and to 18% (effective 1 April 2020) were
substantively enacled on 26 October 2015, and an additional reduction 1o 17% (effective from 1 April 2020) was
substantively enacted on 6 September 2016. These will reduce the group's future current tax charge and any deferred
tax asset accordingly. :
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(continued)

9 Profit and loss account of the parent company

The loss dealt with in the accounts of the parent company was £835,000 (2016: £698,000).

10 Tangible fixed assets

Group
Leaschold Furniture, Total
Improvements fixtures and
) fittings
£'000 £°000 £'000
Cost
At | April 2016 460 981 1,441
Additions - - -
At 31 March 2017 . - 460 981 1,441
Depreciation
At t April 2016 460 7 1,439
Charged in year . 1 1
At 31 March 2017 460 980 1,440
Net book value
At 31 March 2017 - 1 |
At 31 March 2016 ) - 2. 2
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11 Investments
Company
£'000
Cost and net book value .
At 1 April 2016 and 31 March 2017 7,000
At 31 March 2017 Elateral Group Limited held shares in the following entities.
Country of Proportion of
Subsidiary undertaking incorporation Holding voting rights  Nature of business
Elateral Holdings Ltd * England Ordinary, preferred 100% Holding company
and deferred shares
Elateral Trustees Limited * England Ordinary shares 100% Employee share ownership Trust
Elateral Inc ** USA Ordinary shares 100% Sales of marketing solutions
Elateral GmbH * Germany QOrdinary shares 100% Sales of marketing solutions
Elateral Limited * England Ordinary shares 100% Software development and sales

Elateral Holdings Limited is owned directly by Elateral Group Limited; all other subsidiaries are owned indirectly.
* Registered address: Elateral House, Crosby Way, Farnham, Surrey, GU9 7XX
+* Registered address: Suite 300, 1 Westbrook Corborale Center, Westchester, IL 60154

12 Debtors
Group Company
2017 2016 2017 2016
£000 £'000 £000 £'000
Trade debtors 1,054 585 - -
Other debtors and prepayments 304 401 - -
Other taxation and social security 596 557 - X -
Amounts due from group undertakings - - 1,777 1,179
1,954 1,543 1,777 1,179
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I3 Creditors: amounts falling due within onc year

Trade creditors

Other taxation and social security

Accruals and deferred income

Preferred shares classed as financial liabilities
Rclated party loans (note 21)

Other loans

2017
£'000

548
173
3,835
1,258
5,038
425

11,277

—

Group
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year ended 31 March 2017

2016 2017
£'000 £'000
1,302 -
69 .
4,370 -
1,189 1,258
2,800 5,038 -
9,730 6,296

Contpany v
2016
£000

874
1,189
2,800

4,863

e

After the year end, the terms of the related party loans were revised and they are now repayable on 31 December 2018.

The balance for the preferred shares classed as financial liabilities is made up as follows:

286,666,666 preferred shares of £0.0001 each
Share premium on issued preferred shares
Accrued dividends on preferred shares

14 Creditors: amounts falling due after more than one year

Other loan

Other loan is interest bearing at 10% per annum.

Group
2017
£000

209

2016
£000

2017
£9000

29
399

1,258

Company
2017
£000

2016°
£000

29
830
330

1,189

2016
£000
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15 Provisions

Group
£000
Balance at 1 April 2016 ’ -
Provisions made during the year 50
Balance at 31 March 2017 50
—

Provision relates to dilapidations on leased premises. The lease expires on 15 October 2021.

16 Share capital (Consolidated and Company)
Allatted, called up and fully paid

2017 2016
£000 £'000
52,841,589 (2016: 52,841,589) ordinary shares of £0.0001 each - 5 5
59,871,273 (2016: 59,871,273) A ordinary shares of £0.0001 each 6 6
9,664,768,339 (2016: 9,664,768,339) deferred shares of £0.0001 each 967 967
286,666,666 (2016: 286,666,666) preferred shares of £0.0001 each 29 29
1,007 : 1,007
Amounts presented in equity

’ 2017 2016
£000 £'000
Ordinary shares of £0.0001 each 5 5
A ordinary shares of £0.0001 each 6 6
Deferred shares of £0.0001 each ) 967 967
978 978

Amounts presented in liabilities
2017 2016
£'000 £'000
Preferred shares of £0.0001 each 29 29
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‘Share capital (Continued)

a) The ordinary shares and A ordinary shares of £0.0001 carry onc vote cach. Voting rights on the preferred shares
are calculated on an as converted basis. Any individual holder of preferred shares may at any time convert the whole
of his preferred shares into ordinary shares. The rate of conversion shall be one ordinary share for each preferred share
held. The deferred shares do not convey a right to vote. .

N

b) Dividends, accruing from the date of subscription, are payable in respect of the preferred shares (fixed dividends)
at an aggregate amount of £68,800 per annum. This dividend is payable each year on 17 June.

Dividends do not accrue on ordinary shares or A ordinary shares. Their payment depends on a recommendation by the
Directors. No ordinary dividend is payable if there are arrears of any other dividends. .

No dividends are payable an the deferred shares.

c) At any time after 19 February 2012, upon a vote by 75% or more of the preferred shares, they shall be redeemed

at £0.003 per share.
d) On liquidation or capital reduction, the assets of the company remaining after the payment of its liabilities shall be

applied in the following order of priority:

First to the holders of the preferved shares £0.006 per share together with a sum equal to any arrears or accruals of the
fixed dividend and if there is a shortfall the proceeds shall be distributed to the holders of the preferred shares in
proportion to the amounts due on each share held:

Second in paying to the holders of equity shares (ordinary shares and A ordinary shares) in proportion to the numbers
of equity shares by each with the holders of the preferred shares participating on an as converted basis until the holders
of the equity shares have received a sum equal to £1,000,000 per share.

Third, any remaining assets shall be distributed to the holders of deferred shares pro rata based on the number of
deferred shares held by each.

17 Share reserve i
The amount £40,000 (2016: £40,000) represents shares in Elateral Group Limited held by Elateral Trustees Limited.

18 Pensions
Defined contribution pension scheme

The group operates a defined contribution pension scheme. The pension cost charge for the year represents
contributions payable by the group to the scheme and amounted to £103,000 (20/6: £102,000).

The assets for the scheme are held separately by third party pension providers.

There were no outstanding or prepaid contributions at either the beginning or end of the financial year (20/6: £nil).
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(continued) .

19 Operating leases

Non-canceilable operating lease rentals are payable as follows:

2017
Land and
buildings

£000

Operating leases payable:
Within | year 67
2to 5 years -239

306

The amounts payable with regards'lo operating leases during the year was £804,000 (2016: £844,000).

20 Financial instruments

Carrying amount of financial instruments

The carrying amounts of the financial assets and liabilities include:
v Group

Assets measured at cost less amortisation
Liabilities measured at amortised cost
Loan commitments measured at cost less impairment

Fair values

2017
£000

1,203
548
5,672

e

2017
IT
services

£'000

143
179

322

2016
£000

896
1,302
2,800

2016
Land and
buildings

£°000

29

Company
2017
£000

- The amounts for all financial assets and financial liabilities carried at fair value are as follows:
Group
Fair value

Trade debtors
Trade creditors
Loans

Cash

2017
£000

1,054
548
5,672
149

ey

Fair

value
2016
£000

585
1,302
2,800
31t

Company

Fair value
2017
£000

5,038

2016

T
Services
£°000

45

45

2016
£000

2,800

Fair valuc
2016
£000

2,800
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21 Related party transactions

Consultancy fees of £30,000 (2016: £30,000) are‘payable by Elateral Holdings Ltd to Albion Ventures LLP, LMS
Capital Plc and Gresham House Asset Management Limited who manage the institutional investor sharcholdings in
Elateral Group Ltd. Unpaid fees (net of VAT) of £52,500, £56,250 and £3,750 is owing to each party respectively.

At 31 March 2017, the company had loans payable to the company’s major shareholders Westpool Investment Trust
plc and Kings Arms Yard VCT plc of £5,037,806 (20/6: £3,675,885). Interest is charged at 12% on the first £0.5m
drawn and at 22% on any balance drawn above this.

22 Employec share option schemes and trusts

The company operates an Employee Share Option Scheme (ESOS) and an Employee Share Option Trust (ESOT).
The shares held within these schemes are for distribution to the employees of the company and its subsidiaries. Any
person who is an employee or Director of the company, or any of its subsidiaries, at the relevant granting date is
eligible to be granted options under these schemes. The associated costs of establishing and administering these
schemes are expensed directly to the profit and loss account of the company as they arise.

23 Ultimate controlling party

The company has no parent company and no ultimate controlling party.



