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NETALOGUE TECHNOLOGIES PLC

Chairman’s Statement
for the year ended 31 March 2017

Dear Shareholder,

A year of two completely different trading periods for Netalogue. Trading conditions in the first half of FY17 were
challenging principally due to exceptional economic uncertainty in Netalogue’s target market due to the UK voting
to leave the EU. By contrast, in the second half of FY17 we witnessed one of the strongest selling periods in the
company’s history during which we made up the ground lost in the first half of the year and added significant ‘new
names’ to the Netalogue order book.

- Overall, we exited the year with revenues almost flat year on year, a small net loss and a strengthened cash
position.

Financially the company is very stable with a strong cash position, no debt and valuable Intellectual Property that
delivers profitable growth.

Key Highlights

• Revenue £1 ,043,300 (2016: £1,117,000)
• Operating profit before depreciation and amortisation £20,000 (2016: £119,000)
• Net assets of £701 ,000 with a strong cash balance and no borrowing (2016: £738,000)

Results commentary

One of the significant challenges for Netalogue is getting the opportunity to meet prospects to explain the virtues
• of our e-commerce platform. We know we have a very strong value proposition when we can get to talk to

potential buyers; our product is functionally rich and we have an impressively growing stable of successful and
happy clients. The challenge is simply getting attention in a crowded market where “noise” often drowns out more
worthwhile propositions.

Despite significant investment in additional marketing activity in the first six months of FY17 this did not overcome
• the economic uncertainty that delayed many decisions. Sales cycles elongated and the first half year results were

not due to losing deals but the consequence of unprecedented uncertainty in the general market resulting in
businesses taking a cautious approach to committing to new capital expenditure projects. Many of our target
clients who import products and distribute them within the UK are directly affected by the uncertainty caused by
Britain exiting the EU, and possibly the single market. The trading position was further hindered by the falling
pound against the Euro and US dollar.

The second half year was a different story as the market stabilised. We were able to convert our pipeline into
significant wins, all but making up the revenue shortfall from the first half year, and adding ‘new name’ enterprise
accounts to our portfolio. During. FY17 Netalogue has been successful in winning notable new clients such as
the Conviviality Group Ltd (Matthew Clarke), Hochiki, Enterprise Inns, Pedigree and Marstons.

During FY17 we also started to see the impact of a strategic business review focussed on the company’s routes
to market, forming new alliances and balancing the resources dedicated to sales and marketing. The board also
made the very difficult decision to change the leadership of the company and modify the organisational structure
due to the necessity for a more technically led team where a customer centric focus is combined with a strong
technology vision and platform roadmap. Andrew Robathan assumed the mantle of Managing Director with
Richard Condon moving to a Non-Executive director role where his many years of experience in this sector will
continue to benefit the business.
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NETALOGUE TECHNOLOGIES PLC

Chairman’s Statement
for the year ended 31 March 2017 (continued)

Outlook

The results of all our ‘strategic moves’, noted above, will continue to ‘play out’ through FY18 as we attempt to
leverage new relationships, balance our sales and marketing investments and add new skills to our employee
base.

In previous commentaries I have noted the significant impact delayed deals can have on organisations whose
revenue are not made based on volume of sales but on ‘value based’ selling. Whilst we always desire to improve
our sales volume (of deals) we traditionally have been an organisation of low volume but high value sales.Our
desire is to build long term profitable, strategic, relationships with organisations. This is reflected in the revenue
peaks and troughs when any single trading period is examined. Our goal is to establish a more balanced pipeline
based upon significant contributions from direct, in-direct and partner led selling.

We will continue to strategically assess all areas of the business with a focus on industry-led sales and marketing,
continued broadening of our channels to market and deepening our relationship with a small number of key
players. Through wider reach and a more diverse spread of prospects the Company can better insulate itself
from external economic issues.

The board continues to support an ‘innovation led’ product development approach with significant investment in
platform enhancement and class leading R&D to ensure it complements the increasing number of enterprise
users. The product platform is very competitive, we feel our pricing is right, and we enjoy a close relationship with
an impressive base of customers.

As chairman I will continue to review strategies to ensure they drive customer satisfaction and in turn, operational
efficiency and shareholder value.

Nick Barley
Chairman
Netalogue Technologies plc
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NETALOGUE TECHNOLOGIES PLC

Strategic report
for the year ended 31 March 2017

Thedirectors present their strategic report of the company and the group for the year ended 31 March 2017.

Significant events, review of business and future developments

The consolidated Statement of comprehensive income is set out on page 10.

The directors remain of the opinion that the existing cost base can support increases in activity and that future
growth in turnover will enable the company to grow its profitability.

The directors of the company are satisfied with the financial position of the company and the group at 31 March
2017. Full commentary on the results for the year and future prospects are set outin the Chairman’s statement
on pages 2 and 3. The directors believe that the business’s key performance indicators are financial ones and
are included within the financial statements, specifically sales growth, operating profit, EBITDA (operating profit
before depreciation, and amortisation) and the level of net assets.

Principal risks and uncertainties

These are considered on the Chairman’s Statement on page 2. In addition financial risk management is
considered below.

Financial risk management

The group’s operations expose it to a variety of financial risks that include credit and liquidity risk.

Credit risk

Credit risk arises from cash and cash equivalents and trade debtors. For banks and financial institutions, only
independently rated parties with a minimum rating of ‘A” are accepted. If customers are independently rated,
these ratings are used. If there is no independent rating, the directors assess the credit quality of the customer,
taking into account its financial position, past experience and other factors. Trade debtors are then continually
monitored to ensure that they are settled to the agreed credit terms. V

Liquidity risks V

Liquidity risk is managed through the close management of cash resources. The group has no borrowings as at
31 March 2017.

Given the size of the group, the directors have not delegated the responsibility of monitoring the financial risk
management to a sub-committee of the board. The policies set by the board of directors are implemented by the
company’s executive directors.

On behalf of the Board

/

A Robathan
Director
20 July 2017
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•NETALOGUE TECHNOLOGIES PLC

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

Principal activity

The company’s share capital is listed on the ISDX Growth Market.

The principal activity of the group is the development, sale and support of an advanced B2B ecommerce software
platform. The Netalogue B2B Ecommerce Platform is utilised by successful manufacturers, distributors and
wholesalers who require specialist B2B ecommerce web stores and portals to conduct end-to-end business
online. Netalogue licenses its B2B E-commerce Platform IP both directly to end-user companies and also
indirectly via VAR partnerships operating in ERP and cloud computing industries. Netalogue fully integrates with
leading ERP systems including SAP and enterprise Sage products.

Significant events, review of business and future developments

These areas are covered in the Strategic Report.

Dividends

No dividends were paid to shareholders or recommended in the year (2016: £120,000).

Research and development

The group undertakes research and development activities in relation to development of the Netalogue
e-commerce platform to ensure that its products remain competitive in the market place.

Financial risk management

Financial risk management have been considered in the Strategic report on page 4.

Directors

The directors of the company at 31 March 2017 and for the whole of the year then ended (unless otherwise
noted) and their interests in the shares of the company are as follows:

Ordinary shares of Ordinary shares of
lpeach lpeaeh

At37 March2017 At31 March2016
R J Condon 8,153,167 8,153,167
A Robathan 8,753,167 8,153,167
C Williams 8,753,167 8,153,167
N Barley

No director has any interest in shares in the company other than as shown above and in the share options
detailed below. None of the directors has or has had a beneficial interest in the subsidiary company since it was
acquired in January 2001. Other than the details of the service agreements set out in note 7 to the financial
statements, there were no significant contracts in place during or at the end of the financial year with the company
or its subsidiary company in which any director is or was materially interested.

Share options

Directors’ interests in share options over ordinary shares of lp each at 31 March 2017 were as follows:

Held at Date from
37 March Exercise which

2017 price exercisable

R J Condon 960,000 2.25p 25 August 2009
A Robathan 960,000 2.25p 25 August 2009
C Williams 960,000 2.25p 25 August 2009

2,880,000
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NETALOGUE TECHNOLOGIES PLC

Directors’ report for the year
ended 31 March 2017 (continued)
Substantial interests

The substantial interests of over 3% in ordinary shares of the company at 31 March 2017 are as follows:

0/
/0 -

R J Condon 16.73 %
A Robathan 16.73 %
C Williams 16.73 ¾
Rock (Nominees) Limited 5.92 %
TD Direct Investing Nominees (Europe) Limited 5.03 %
WBNomineesLtd 4.72%

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation. Company law requires the directors to prepare financial statements for each
financial year. Under that law the directors have prepared the group and company financial statements in
accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”,
and applicable law). 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 company and of the profit or
loss of the group and company for that period. In preparing the financial statements, the directors are required
to:

• select suitable accounting policies and then apply them consistently;
• state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been

followed, subject to any material departures disclosed and explained in the financial statements;
• make judgements and accounting estimates that are reasonable and prudent; and
• prepare the financial statements on the going concern basis unless it is inappropriate to presume that

the group and company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the group and company’s transactions and disclose with reasonable accuracy at any time the financial position
of the group and company and enable them to ensure that the financial statements comply with the Companies
Act 2006. The directors are also responsible for safeguarding the assets of the group and company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities.

• Corporate governance

The directors continue to give careful consideration to the principles of Corporate Governance, as set out in the
Combined Code issued by the UK Listing Authority, which sets out Principles of Good Corporate Governance.
As a company listed on the ISDX Growth Market, compliance with the Combined Code is not required, the group
seeks to apply the spirit of the Combined Code where practical and appropriate for a company the size of
Netalogue Technologies plc.

The board currently comprises of two executive directors and two non-executive directors. The non-executive
directors bring an independent judgement to the group. The roles of Chairman and Chief Executive have been
split. Mr N Barley, a non-executive director is recognised as the non-executive Chairman.

The board meets on a regular basis and is responsible for overall group strategy, acquisition and divestment
policy, approval of capital expenditure projects and consideration of significant financial matters. The board
consider there is an agreed understanding of matters reserved for board decisions, although no formal written
schedule has been prepared. The Chairman ensures all directors are properly briefed on issues arising at board
meetings.
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NETALOGUE TECHNOLOGIES PLC

Directors’ report for the year
ended 31 March 2017 (continued)

The board has developed a formal set of procedures to identify the key risks and the systems of internal control
operating across its various activities.

All of the directors will submit themselves for re-election at least once every three years and new directors will
submit themselves for re-election at the earliest opportunity following their appointment.

The size of the company and the group is such that individual committees covering audit, remuneration and
nominations have not been established. All issues relating to the remuneration of the executive directors are
considered independently by the non-executive directors. Given the size of the company and the group, the
members of the board agree that the appointment of a non-executive directors are appropriate: There is frequent
communication between the auditors and the non-executive directors.

All the directors have access to the advice and services of the company secretary, who is responsible to the
board for ensuring that board procedures are followed and compliance with applicable rules and regulations. If
necessary, independent professional advice can be sought by all the directors of the company, at the expense
of the company. The company encourages two way communication with both its institutional and private investors
and responds to all queries received, verbally or in writing.

The directors are responsible for the group’s system of internal financial control. The systems in place provide
reasonable but not absolute assurances against material misstatement or loss. The group prepares quarterly
management accounts for submission to the board. The group prepares annual budgets which are reviewed and
reassessed during the financial year. The directors have formed a judgement, at the time of approving the
financial statements, that it is appropriate to adopt the going concern basis in preparing the financial statements.

Employees

It is the policy of the group to give full and fair consideration to applications for employment made by disabled
persons, having regard to their particular aptitudes and abilities. Wherever possible, arrangements are made for
the continued employment of persons who have become disabled during service and for the appropriate training,
career development and promotion of disabled employees. Regular meetings are held with employees to discuss
the performance of the group as a whole and the progress of the business in which they work. Financial and
economic factors that affect performance are dealt with in this context.

Payment policy in respect of creditors

The group’s policy in relation to the payment of its suppliers is to settle its terms of payment with each supplier
when agreeing the terms of each business transaction. The supplier is made aware of the terms, which are
detailed on the group’s purchase orders. It is the group’s practice to abide by the agreed terms of payment.

Provision of information to auditors

As far as the directors are aware, there is no relevant audit information of which the company’s auditors are
unaware. Each director has taken appropriate steps to ensure that they are aware of such relevant information,
and that the company’s auditors are aware of that information.

Independent auditors

A resolution to reappoint PricewaterhouseCoopers LLP as auditors to the company will be proposed at the annual
general meeting.

On behalf of the board

4
A Robathan
Director
20 July 2017
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NETALOGUE TECHNOLOGIES PLC

Independent auditors’ report to the members of Netalogue
Technologies Plc

Report on the financial statements

Our opinion

In our opinion, Netalogue Technologies Plc’s group financial statements and company financial statements (the “financial
statements”):

• give a true and fair view of the state of the group’s and of the company’s affairs as at3l March 2017 and of the group’s
loss and cash flows for the year then ended;

• have been properly prepared Th accordance with United Kingdom Generally Accepted Accounting Practice; and

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

What we have audited

The financial statemehts, included within the Annual Report, comprise:

• the consolidated group and company balance sheets as at 31 March 2017;

• the consolidated statement of comprehensive income for the year then ended;

• the consolidated cash flow statement for the year then ended;

• the consolidated statement of changes in equity and company statement of changes in equity for the year then ended;
and

• the notes to the financial statements, which include a summary of significant accounting policies and other explanatory
information.

The financial reporting framework that has been applied in the preparation of the financial statements is United Kingdom
Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”,
and applicable law (United Kingdom enerally Accepted Accounting Practice).

In applying the financial reporting framework, the directors have made a number of subjective judgements, for example in
respect of significant accounting estimates. In making such estimates, they have made assumptions and considered future
events.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

• the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

• the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

In addition, in light of the knowledge and understanding of the group, the company and their environment obtained in the
course of the audit, we are required to report if we have identified any material misstatements in the Strategic Report and the
Directors’ Report. We have nothing to report in this respect.

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received

Under the Companies Act 2006 we are required to report to you if, in our opinion:

• • we have not received all the information and explanations we require for our audit; or

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

. the company financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration

Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors’ remuneration
specified by law are not made. We have no exceptions to report arising from this responsibility.
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NETALOGUE TECHNOLOGIES PLC

Independent auditors’ report to the members of Netalogue
Technologies plc (continued)

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements, 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 applicable law and
International Standards on Auditing (UK and Ireland) (“ISA5 (UK & Ireland)”). Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with
Chapter 3 of Part .16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether caused by fraud or error. This includes an assessment of:

• whether the accounting policies are appropriate to the group’s and the company’s circumstances and have been
consistently applied and adequately disclosed;

• the reasonableness of significant accounting estimates made by the directors; and

• the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence, forming our
own judgements, and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider necessary to
provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness of controls,
substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to identify material inconsistencies
with the audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report. With respect to the Strategic
Report and Directors’ Report, we consider whether those reports include the disclosures required by applicable legal
requirements.

Jason Clarke (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Cardiff

%i July2077
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NETALOGUE TECHNOLOGIES PLC
Registered no: 4137677

Consolidated statement of comprehensive income
for the year ended 31 March 2017

Notes 2017 2016

£000 £000

Turnover 5 1,043 1,117

Cost of sales (67) (81)

Gross profit - 976 1 ,036

Administrative expenses (984) (966)

Operating profit before depreciation and 20 119
amortisation

Depreciation of tangible assets (8) (9)

Amortisation of intangible assets (20) (40)

Operating (loss) I profit 6 (8) 70

Exceptional items 8 (38) -

(Loss) I profit on ordinary activities before (46) 70
taxation

Tax on (loss) /profit on ordinary activities 9 9 14

(Loss) I profit for the financial year (37) 84

(Loss)! profit per ordinary share expressed in (0.076) 0.172
pence per share - basic V

(Loss) / profit per ordinary share expressed in (0.077) 0.162
pence per share - diluted

Total comprehensive (expense) I income for the
year attributable to:

Owners of the parent company (37) 84

Total comprehensive (expense) I income for the (37) 84
year V

The Company has elected to take the exemption under section 408 of the Companies Act 2006 not to
present the Company Statement of comprehensive income. The profit and total comprehensive
income for the year was £39,000 (2016: £46,000).
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NETALOGUE TECHNOLOGIES PLC
Registered no: 4737677

Consolidated group and company balance sheets
at31 March2017

Fixed assets

Intangible assets

Tangible assets

Subsidiary undertakings

10

11

12

200

23

The notes on pages 15 to 25 form an integral part of the financial statements.

The financial statements on pages 10 to 25 were authorised for issue by the board of directors on
21 July 2017 and were signed on its behalf.

A Robathan
Director

2017

Note

2016

Group Company Group Company

£000 £000 £000 £000

223 578 162

133

29

578 540

540

Current assets

Debtors 13 206 59 348 68

Cash at bank and in hand 614 173 549 173

820 232 897 241
Creditors: amounts falling due within

14 (336) (8) (313) (18)
one year

Net current assets 484 224 584 223

Total assets less current liabilities 707 802 746 763

Provisions for liabilities 15 (6) - (8) -

Net assets 701 802 738 763

Capital and reserves

Called up share capital 16 487 487 487 487

Share Premium 210 210 210 210

Profitandlossaccount 4 105 41 66

Total equity 701 802 738 763
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NETALOGUE TECHNOLOGIES PLC
Registered no: 4137677

Consolidated statement of changes in equity

For the year ended 31 March 2017
Called

up share
capital

£000

487

Share
Premium

£000

210Balance as at 1 April 2016

Loss for the financial year - -

Total comprehensive income for the year - -

Balance as at 31 March 2017 487 210

Profit
and loss
account

£000

41

(37)

(37)

4

Total
equity

£000

738

(37)

(37)

701

For the year ended 31 March 2016
. Called up Share

Profit and
Total

share loss
. Premium equity

capital account

000
£000 £000 £000

Balance as at 1 April 2015 487 210 77 774

Profit for the financial year - - 84 84

Total comprehensive income for the year - - 84 84

Dividends - - (120) (120)

Total transactions with owners, recognised directly -

- (120) (120)
in equity

Balance as at 31 March 2016 487 210 41 738
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NETALOGUE TECHNOLOGIES PLC

Company statement of changes in equity

For the year ended 31 March 2017

Profit and
Share

• loss
Premium

account

£000

66

39

39

705

Called up
share

capital
£000

487Balance as at 1 April 2016

Prof it for the financial year

Total comprehensive income for the year

Balance as at 31 March 2017

£000

210

487 270

Total
equity

£000

763

39

39

802

For the year ended 31 March 2016

Called up Profit and
. Share Total

share loss
. Premium equity

capital account

£000 £000 £000 £000

Balance as at 1 April 2015 487 210 .140 837

Profit for the financial year - - 46 46

Total comprehensive income for the year - - 46 46

Dividends - - (120) (120)

Total transactions with owners, recognised -

- (120) (120
directly in equity

Balance as at 31 March 2016 487 210. 66 763
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NETALOGUE TECHNOLOGIES PLC
Registered no: 4737677

Consolidated cash flow statement
for the yearehded 31 March 2017

2017 2016

Note £000 £000

Net cash from operating activities 17 171 213

.Taxation paid (17) (10)

Net cash generated from operating activities 154 203

Cash flow from investing activities

Purchase of intangible assets (87) (113)

Purchase of tangible fixed assets (2) (4)

Net cash used in investing activities (89) (117)

Cash flow from financing activities

Dividends paid to shareholders - (120)

Net cash used in financing activities - (120)

Net increase I (decrease) in cash and cash equivalents 65 (34)

Cash and cash equivalents at the beginning of the year 549 583

Cash and cash equivalents at the end of the year 614 549

Cash and cash equivalents consists of:

Cash at bankand in hand 614 549

Cash and cash equivalents 614 549
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NETALOGUE TECHNOLOGIES PLC•
Notes to the financial statements
for the year ended 31 March 2017

1 General Information

Netalogue Technologies plc’s (‘the company) and its subsidiaries’ (together “the group”) principal
activity is the development, sale and support of an advanced B2B ecommerce software platform.

The company is a public company limited by shares and is incorporated and domiciled in England and
Wales. The address of its registered office is 27-28 Eastcastle Street, London, W1W 8DH.

2 Statement of compliance

Thegroup and individual financial statements of Netalogue Technologies plc have been prepared in
compliance with United Kingdom Accounting Standards, including Financial Reporting Standard 102,
‘The Financial Reporting Standard applicable in the United Kingdom and the Republic of Ireland’ (‘FRS
102’) and the Companies Act 2006.

3 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

Basis of preparation

These financial statements are prepared on a going concern basis, under the historical cost
convention.

The preparation of financial statements in conformity with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the group and company’s accounting policies. The areas involving higher degree of. judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in note 4.

Going concern

The group meets its day to day working capital requirements through its cash reserves. The current.
economic conditions continue to create uncertainty over the level of demand for the group’s services.
The group’s forecasts and projections, taking into account of reasonably possible changes in trading
performance, show that the group should be able to operate within the level of its current cash
reserves. The directors have a reasonable expectation that the company has adequate resources to
continue in operational existence for the foreseeable future. The group therefore continues to adopt
the going concern basis in in preparing its financial statements.

Exemptions for qualifying entities under FRS 102

The company has taken advantage of the exemption, under FRS 102 paragraph 1.12(b), from
preparing a statement of cash flows, on the basis that it is a qualifying entity and the consolidated
statement of cash flows, included in these financial statements, includes the company’s cash f[ows.

This information is included in the consolidated financial statements of Netalogue Technologies plc as
at 31 March 2017 which can be obtained from the company secretary at 27-28 Eastcastle Street,
London, W1W 8DH.
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NETALOGUE TECHNOLOGIES PLC

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

3 Summary of significant accounting policies (continued)

Basis of consolidation

The group consolidated financial statements include the financial statements of the Company and all
of its subsidiary undertakings.

A subsidiary is an entity controlled by the Group. Control is the power to govern the financial
statements and operating policies of an entity so as to obtain benefits from its activities. Where the
Group owns less than 50% of the voting powers of an entity but controls the entity by virtue of an
agreement with other investors which give it control of the financial and operating policies of the entity
it accounts for that entity as a subsidiary.

Intercompany transactions and balances between group companies are eliminated on consolidation
and the accounting policies of subsidiaries are changed when necessary to ensure consistency with
group accounting policies.

Foreign currency

1) Functional and presentation currency

The group financial statements are presented in pound sterling.
The company’s functional and presentation currency is the pound sterling.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents the
invoiced value of the sale of B2B ecommerce software solutions and support services. Revenue on
sales of software products is recognised on the delivery and acceptance of the systems. Revenue on
software licences and support is recognised over the period in which the licence or support is available
to the customer.

Employee benefits

The company provides a range of benefits to employees, including annual bonus arrangements, paid
holiday arrangements and defined contribution pension plans.

i) Short term benefits

Short term benefits, inducing holiday pay and other similar non-monetary benefits, are recognised as an
expense in the period in which the service is received.

Taxation

Taxation expense for the period comprises current and deferred tax recognised in the reporting period.
Tax is recognised in the profit and loss account, except to the extent that it relates to items recognised in
other comprehensive income or directly in the equity.

Current or deferred taxation assets and liabilities are not discounted.

I) Current tax

Current tax is the amount of income tax payable in respect of the taxable profits for the year or prior
years. Tax is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by the period end.
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3 Summary of significant accounting policies (continued)

Taxation (continued)

ii) Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in the periods different from those in which they
are recognised in finarcial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions.
Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that they
will be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted
by the period end and that are expected to apply to the reversal of the timing difference.

Business combinations and goodwill

Business combinations are accounted for by applying the purchase method. Purchased goodwill
(representing the excess of the fair value of the consideration given over the fair value of the separable
net assets acquired) arising on consolidation in respect of acquisitions is capitalised. Goodwill is
amortised on a straight line basis over its estimated useful economic life. The estimated useful
economic life is calculated having regard to the period over which the Group expects to derive
economic benefits from the assets. The directors consider the estimated useful economic life of the
purchased goodwill to be 10 years.

Intangible assets

Intangible assets relates to software development costs. The costs of software development are stated
at cost less accumulated amortisation and accumulated impairment losses. This period is considered
to be 3-5 years.

Tangible assets

Tangible assets are stated at cost (or deemed cost) less accumulated depreciation and accumulated
impairment losses. Cost includes the original purchase price, costs directly attributable to bringing the
asset to its working condition for its intended use.

I) Computer equipment

Computer equipment is stated at cost less accumulated depreciation and accumulated impairment losses.

ii) Plant and machinery

Plant and machinery are stated at costs less accumulated depreciation and accumulated impairment
losses.

iii) Depreciation

Depreciation on tangible assets is calculated to write off the cost of the assets concerned on a reducing
balance basis as follows:

• Computer equipment - 25%
• Plant and machinery - 25%
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3 Summary of significant accounting policies (continued)

Tangible assets (continued)

vi) Derecognition

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On
disposal, the difference between the net disposal proceeds and the carrying amount is recognised in profit
and loss and included in Other operating (losses)/gains’.

Leased assets

Operating leased assets

Leases that do not transfer all the risks and rewards of ownership are classified as operating leases.
Payments under operating leases are charged to the profit and loss account on a straight-line basis
over the period of the lease.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand. Bank overdrafts, when applicable, are shown within
borrowings in current liabilities.

Financial instruments

The company enters into basic financial instruments transactions that result in the recognition of
financial assets and liabilities like trade and other accounts receivable and payable and loans to related
parties.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade payables or receivables, are measured,
initially and subsequently, at the undiscounted amount of the cash or other consideration, expected to
be paid or received. However, if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
rate of interest that is not a market rate or in case of an out-right short-term loan not at market rate,
the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised
cost.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an assets carrying amount and the present value of estimated cash flows discounted at the
asset’s original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset’s carrying amount and best estimate, which is an approximation of the
amount that the company would receive for the asset if it were to be sold at the balance sheet date.

Financial assets and liabilities are offset and the net amount reported in the Balance sheet when there
is an enforceable right to set off the recognised amounts and there is an intention to settle on a net
basis or to realise the asset and settle the liability simultaneously.
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3 Summary of significant accounting policies (continued)

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares are shown in equity as a deduction, net of tax, from the proceeds.

Distribution to equity holders

Dividends and other distributions to the Group’s shareholders are recognised as a liability in the
financial statements in the period in which the dividends and other distributions are approved by the
shareholders. These amounts are recognised in the statement of changes in equity.

Related party transactions

The group discloses transactions with related parties which are not wholly owned within the same
group. It does not disclose transactions with members of the same group that are wholly owned.

4 Critical judgements in applying the entity’s accounting policies

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be appropriate and reasonable in the
circumstances.

a) Critical judgements in applying the company’s accounting policies

The directors do not consider there to be any critical accounting judgments to the financial statements.

b) Key accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definitions, seldom equal the related actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying value amounts of assets and
liabilities within the next financial year are addressed below.

i) Useful economic lives of tangible and intangible assets

The annual depreciation charge for tangible assets and amortisation charge for intangible assets are
sensitive to changes in the estimated useful economic lives of the assets. The useful economic lives are
re-assessed and amended when necessary to reflect current estimates, based on technological
advancement, future investments, economic utilisation and physical condition of the assets.

ii) Impairment of debtors

The company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other debtors, management considers factors including the current credit rating
of the debtor, the ageing profile of debtors and historical experience. See note 12 for the net carrying
amount of the debtors and associated impairment provision.
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5 Turnover

The turnover arose from the principal activity of the subsidiary companies and arose entirely within the
United Kingdom. As a result no segmental reporting disclosures are required in the financial
statements.

Analysis of turnover by category:
2017 2016

£000 £000

Sale of licences 478 597
Service income 565 520.

7,043 1,117

6 Operating profit

Operating profit is stated after charging:
2017 2016

£000 £000

Directors’ remuneration (see note 7) 229 229
Amortisation of intangible fixed assets 20 40
Depreciation of tangible fixed assets 8 9
Operating lease charges:

- Property rentals 15 15
- Motor vehicles 10 6

Services provided by the company’s auditors:
- Fees payable for the audit of company 2 2
- Fees payable for the audit of subsidiaries 15 15
- Fees payable for other services — Tax compliance and 3 6

advisory

7 Staff costs

The average monthly number of employees (including executive directors) employed by the group
during the year was:

2017 2016
Number Number

Management and administration 17 17

2017 2016
£000 £000

Wages and salaries . 663 640
Social security costs 69 66
Pension contributions 3 -

735 706
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7 Staff costs (continued)

Directors’ emoluments

The total remuneration (salaries, fees and other taxable benefits paid on behalf of directors) was
£229,000 (2016: £229,000). Each director’s remuneration was as follows:

Year ended 31 March 2017 2017 2016
Remuneration Remuneration

£000 £000
RJ’Condon 73 73
A Robathan 73 73
C Williams 73 73
N D Barley (Chairman) 10, 1
G Henderson (resigned 1 March 2016) - 9

229 229

Pension contributions amounting to £900 were are made on behalf of the directors during the year.

R J Condon stepped down from his role as executive director to non-executive director in the year and
received £37,500 as compensation for loss of office.

Messrs Condon, Robathan and Williams each have a service agreement with the company, terminable
either by the company or by an individual director by 6 months’ notice. The service agreement is
available for inspection by shareholders at the company’s registered office.

The group’s equity-settled share-based payments comprise “The Netalogue Technologies plc
Employee Share Option Plan 2006”. This scheme was commenced during the year ended 31 March
2007. The options granted to date have primarily been granted to certain directors, as noted in the
directors’ report. Those options have been valued using a Black-Scholes model utilising the following
key factors, and an assumed 100% retention rate:

Share price at grant
Exercise price
Volatility
Risk free rate
Dividend yield
Option life:

• Directors
Others

Key management compensation
There is no key management outside of the company directors disclosed above.

2.25p — 2.625p
2.25p — 2.625p

17% - 36%
A 0/ O/

/0 - .J /0

Unlimited
10 years

Value per option 0.lp—0.4p

The fair value of the options has been fully charged in the results of previous years.

A reconciliation of option movements is set out below:
2017 2016

• Number Number

Outstanding at 31 March ‘ 3,175,390 • 3,175,390

The exercise price of the options is as follows:

Issued in 2008/09
Issued in 2007/08
Issued in 2006/07

2.625p
2.625p
2.250p
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8 Exceptional items

Exceptional items relate to director settlement costs accrued in the year due to restructuring of the
group’s board of directors.

9 Tax on profit on ordinary activities

2077 2016
£000 £000

Current tax
UK corporation tax on profit for the year (7) 16
Adjustment in respect of prior years - (31)

(7) (15)
Deferred tax
Origination and reversal of timing differences (2) (3)
Adjustment in respect of prior years - 5
Effect of changes in tax rates - (1)

(2) 1
Total tax (9) (14)

The tax for the year is equal to (2016: equal to) the corporation tax rate applying in the UK of 20%
(2016: 20%). The differences are explained below:

2017 2016
£000 £000

(Loss) / profit on ordinary activities before taxation (46) 70
(Loss) I profit on ordinary activities before taxation, multiplied by (9) 14
the tax rate of 20% (2016: 20%) in the United Kingdom
Expenses not deductible - (1)
Adjustment in respect of prior years - (26)
Taxrate changes - (1)
Total tax (9) (14)

70 Intangible fixed assets

Group Licences Software
and development

Goodwill trademarks costs Total
£000 £000 £000 £000

Cost
At 1 April 2016 257 28 416 701
Additions - - 87 87
At 37 March 2077 257 28 503 788

Accumulated amortisation
At 1 April 2016 257 28 283 568
Charge for the year - - 20 20
At31 March2017 257 28 303 588
Net book amount
At 31 March 2017 - - 200 200

At31 March2016 - - 133 133

Goodwill arose on the acquisition of the group’s interest in Netalogue Procurement Limited in 2001.

The company had no intangible assets as at 31 March 2017 (201 6: £nil).
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11 Tangiblefixed assets
Computer Plantand Total

equipment machinery
£000 £000 £000

Cost
AtlApril2Ol6 57 151 208
Additions - 2 2
At31 March2017 57 153 210

Accumulateddepreciation
AtlApril2Ol6 51 128 179
Chargefor the year 2 6 8
At31 March2017 53 134 187

•Net bookamount

At31 March2017 4 19 23

At 31 March 2016 6 23 29

The companyhad no tangibleassetsas at 31 March 2017 (2016:£nil).

12 Subsidiaryundertakings

2017 2016
Company £000 £000

Sharesin subsidiaries 254 254
Loansto subsidiaries 324 286

578 540

The loansduefrom the subsidiarydo not bearinterestand are not duewithin oneyearof the balance
sheetdate.

The subsidiary undertakingsoperate in the United Kingdom and have been included in the
consolidatedfinancial statementsthroughacquisitionaccounting.

Details of the subsidiaryundertakingswhich areconsolidatedaresetout below:
Proportionof

Countryof incorporation voting rightsand
Nameof andregistration Descriptionof nominalvalueof
undertaking sharesheld issuedsharesheld

Netalogue EnglandandWales Ordinary£1 each 100%
ProcurementLimited
ProcureSureLimited EnglandandWales Ordinary£1 each 80%

The principal activity of NetalogueProcurementLimited is the sale,marketingand maintenanceof ‘e”
procurementsystems.ProcureSureLimited is currentlydormant.


