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Directors

The board compnises two executive directors and two non-executive directors, whose details are set out below
Shawn Karl Taylor FCA (Chief Financial Officer and Chief Operating Officer, aged 50, British)

Shawn joined Imaginatik in September 2005 and maintains responsibility for financial systems and processes
Shawn also has responsibiity for the routine financial controls, management accounting, forecasting and
budgeting procedures, treasury management, foreign exchange control, corporate governance compliance and
the management of human resources

He has fifteen years’ experience as a public company Chief Financial Officer and has led companies through
growth phases having previously been Chief Financial Officer of HIT Entertainment PLC from 1998 to 2001 and
Content Film PLC from 2001 to 2004

Matthew Cooper (Executive Chairman, aged 47, American)

Matthew Cooper was appointed to the board as Non-executive Chairman in 2009, he became Executive
Chairman in June 2010 Matthew, a graduate of Pninceton University and an Amencan natonal, is an
expenenced public company director and investor He has been the Chairman of Octopus Capital Limited since
2002 and 15 currently a non-executive director of a number of VCTs and pnivate companies Pror to joiming
Octopus, Matthew was the Principal Managing Director of Capital One Bank (Europe) PLC where he was
responsible for all aspects of the company's strategic direction and day-to-day operations in Europe He led the
UK portion of the business from start-up to 2 mithon customers, generating annual revenues of over £275
milhon and employing over 2,000 people

David Gammon (Non-Executive Director, aged 52, British)

Chairman of Audit Committee, Member of Remuneration Committee

David Gammon has widespread expenence in developing and bullding technology based businesses In 1988,
Mr Gammon founded Rockspnng, an advisory and investment firm which focuses on early stage technology
companies, where David continues as CEQ today Other current posihions include advisor to Hawkwood
Partners LLP where Dawvid provides adwise on a portfolio of technology and renewable investments, as well as
non-executive directorships at a number of growth technology companies, including Frontier Development
Limited, LoQ PLC and BGlobal PLC

Previous experience includes Director at real-time location technology specialist, Ubisense Trading Limited,
Director and acting CFO at Enwvisional Solutions Limited and Director at intermet TV specialist Amino
Technologies PLC Earlier in his career, David worked as an investment banker
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Directors (continued)

Simon Chartes (Non-Executive Director, aged 42, British)

Chairman of Remuneration Committee, Member of Audit Committee

Simon Charles 1s a senior equity partner at the City of London firm of solicitors Mamott Hamson, having joined
the firm in March 2004 He is a qualified solicitor in England and Wales and has substantial expenence advising
private and public companies and investors in both a corporate and legal capacity Mr Charles has worked
closely with the Company for a number of years Pnor to joining Marmott Harnson, Mr Charles worked in the
corporate finance department at Numis Secunties Limited, where he advised both AlM quoted and Main Market
companies as a nominated advisor and sponsor

Ex-Directors

During the year and since the year end the followitng directors resigned from the board

B J Hays {resigned 20 June 2012}
L F Solis (resigned 21 June 2013)
N J Goss (resigned 21 June 2013)

Board committees

The board has established an audit committee and a remuneration committee Dawvid Gammon chairs the audit
commitiee and Simon Charles chairs the remuneration committee
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Statement of corporate governance

The Group ts committed to business integnty, high ethical values and professionalism in all its activities  As an
essential part of this commitment the Group supports the highest standards in corporate govemance The
Board i1s accountable to the company's shareholders for good governance and this statement and the Directors’
remuneration report descnbe how the pnnciples of good governance set out In the UK Corporate Governance
Code, published by the Financial Reporting Council are applied within the company While the Company, by
virtue of its AIM listing, 15 not required to comply with the UK Corporate Governance Code, the directors
consider continued compliance appropnate to its size to be best practice

Board composition

The group has two executive directors and two non-executive directors The board retans full and effective
control over the group The group holds regular board meetings at which financial, operaticnal and other reports
are considered and, where appropnate, voted on Apart from regular meetings, additional meetings will be
arranged when necessary to review strategy, planning, operational and financial performance, nsk, capital
expenditure and human resource The board is also responsible for monmitonng the activities of the executive
management To enable the board to perform its duties, all directors will have full access to all relevant
information If necessary the non-executive directors may take independent professional advice at the group’s
expense

Board committees

The directors have established an audit committee and a remuneration committee with formally delegated
duties and responsibilities

The audit commultee

The audit committee meets at least twice a year The committee reviews the group's annual and intenm
financial statements before submissicn to the board for approval The committee also reviews regular reports
and meets with management and the external auditors on accounting and internal control matters Where
appropriate, the committee monitors the progress of action taken in relation to such matters The committee
also recommends the appointment of, and reviews the fees of, the external auditors

The remuneration committee

The remuneration committee meets at least twice a year [t 1s responsible for rewewing the performance of the
executive directors and for setting the scale and structure of therr remuneration, paying due regard to the
interests of shareholders as a whole and the performance of the group The remuneration committee also
determmnes allocations of any warrants or options granted under any share option scheme adopted by the
group now and in the future and is responsible for setting any performance cntena relevant to such warrants or
options

Board appointments

Any decision to appoint further directors to the board i1s taken by the entire board in a formal meeting Where 1t
Is deemed necessary, new members of the board are provided with appropriate training in respect of therr roles
and duties as a public company director

Investor relations

The group places a great deal of importance on communication with its shareholders

M Cooper has been identified as the group's Senor Independent Director He 1s available to shareholders who
wish to raise any concerns that they have been unable to resolve through other channels and to attend
meetings between management and major investors

The notice of the AGM will be sent to shareholders at least 21 clear days before the Meeting At the
forthcoming AGM, the group will indicate the level of proxy voting and members of the board committees will be
avallable to answer questions
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Statement of corporate governance {continued)

Corporate social responsibility

The group takes seniously its global carbon footpnnt and takes reasonable measures to mintmize its carbon
emissions

Internal control
The directors acknowledge their respansibility for the group’s systems of internal control

The group maintains systems of intemal control to provide reasonable but not absolute assurance against
matenal misstatement or loss

The system of internal control 1s structured around an assessment and pnontisation of the vanous nsks to the
business The control environment i1s designed to address particularly those risks that the board considers to be
matenal to the business, in safeguarding the assets against unauthonsed use or disposition and maintaining
proper accounting records which produce reliable financial information

The board has reviewed the effectiveness of the system of mtemal control for the accounting penod and the
penod to the date of approval of the financial statements

The key features of the group's systems of internal control are as follows
+ anongoing process of nsk assessment to identify, evaluate and manage business nsks,
*»  management structure with clearly defined responsibilities and authonty mits,
» acomprehensive system of reporting financial resuits to the board, and
+ appraisal and authonsation of capital expenditure
The group does not currently operate an internal audit function At the audit committee meetings the Chief

Financial Cfficer reports on internal controls and a programme of work to ensure systems and processes are
continuously improved
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Remuneration report

Respensibilities

The remuneration committee 1s responsible for the determination of the remuneration policy of the group's
executive directors and senior executives

Composition

Simon Charles chairs the remuneration committee The other member of the remuneration committee during
the year was David Gammon

Directors’ service contracts

The service contracts entered into by the Chief Financial Officer require twelve months' notice of termination on
either side and the service contract of the Executive Chairman requires six months' notice of termination on
either side

Remuneration of non-executive directors

The remuneration for the non-executive directors 1s determined by the board as a whole and consists of fees for
theirr services 1in connection with board and board committee meebngs and, where relevant, for additional
services such as chainng a board committee They are not eligible for pension scheme membership and do not
participate in any bonus scheme

Non-executive directors do not participate in decisions about their own remuneration
Executive remuneration policy

The committee endeavours to offer competitive remuneration packages which are designed to attract, retain
and provide appropnate incentives to executive directors and senior executives with the expernience and
necessary skills to operate and develop the group's business to their maximum potential, thereby delivenng the
hghest level of return for the shareholders

Consistent with this policy, benefits packages awarded to executives are intended to be compettive and
comprise a mix of non performance-related and performance-related remuneration designed to provide
appropnate incentives to them, but not to detract from the goals of corporate governance

Remuneration components for executive directors

Remuneration packages are reviewed each year to ensure that they are in line with the group's business
objectives No director participates in decisions about therr own remuneration package

The main components In determining pay are as follows

Basic salary/fees and benefits
The basic annual salary 1s subject to an annual review which takes into account the performance of the group
and the individual  Benefits compnise the provision of prnivate healthcare insurance

Annual performance-related bonus
Demanding annual performance targets, which are consistent with both the short and long term objectives for
the business, are set for executive directors which must be achieved before the bonus 1s payable

Pensions
Former director A K Wainwnght is entitled to an annual pension contnbution of £nil (2012 £7,000)

Executive share options schemes

Share options are granted tc executive directors to encourage them to deliver sustained, long term growth
Except in excephonal circumstances, the value of options granted in any year will not exceed two and a half
times basic salary
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Remuneration report {continued)

Remuneration components for executive directors (continued)

Directors’ detalled emoluments

The emoluments of the directors of the group were as follows

Salary Share Benefits 2013 2012
based in kind Total Total

payments
£000 £'000 £'000 £'000 £'000
A K Wainwright - 8 1 9 184
S K Tayler 145 19 2 166 162
D R Gammon 25 1 - 26 12
B J Hays 7 - - 7 12
P G Morland - - - - 12
M J Cooper 150 15 - 165 139
L F Solis 132 11 - 143 138
S Charles 25 1 - 26 12
N J Goss 150 3 1 154 38
634 58 4 696 709

Contnbutions to a defined contnbution pension scheme were not paid on behalf of any directors' (2012 one)
dunng the year

Interests in share options

The following directors hold share options over the ordinary shares of the company

Number of Exercise Grant date
share options price

S K Taylor 1,250,000 1p 15 December 2006
1,000,000 1p 12 August 2009
850,000 1p 30 December 2010
11,125,000 1p 15 February 2012
616,000 0 315p 22 November 2012
M J Cooper 500,000 1p 11 December 2009
1,062,500 1p 30 December 2010
17,500,000 1p 15 February 2012
660,000 0315p 22 November 2012
L F Solis 1,000,000 1p 5 July 2010
1,000,000 1p 16 November 2010
7,500,000 1p 15 February 2012
528,000 0315p 22 November 2012
N J Goss 5,000,000 1p 15 February 2012
528,000 0315p 22 November 2012
D R Gammon 2,000,000 1p 15 February 2012
S Charles 2,000,000 1p 15 February 2012
B J Hays 2,000,000 1p 15 February 2012

After an inihal two year gualficaton pernod 50% of the options are exercisable at any time up to the tenth
anniversary of the date of grant The remaining 50% of the options are exercisable between the third and tenth
anniversanes of grant

The mid-market price of the company’s shares at 28 March 2013 was 0 145p (2012 0 425p)

S Charles
Chairman, Remuneration Committee
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Report of the directors for the year ended 31 March 2013

The directors present their report together with the audited financial statements for the year ended 31 March
2013

Results and dividends
The consolidated statement of comprehensive income 1s set out on page 19 and shows the result for the year
The directers do not recommend the payment of a dividend

Principal activity, trading review and future developments

The pnncipal activity of the company and its subsidianes 1s the provision of collaborative innovation software
and related consultancy services

A review of the activities and prospects of the company 1s given In the Executive Chairman’s statement and
Operational Review on pages 2-8

Directors

The directors of the company at the year end, all of whom served for the whole of the year unless stated, were

S K Taylor

M J Cooper

L F Solis {resigned 21 June 2013)
D R Gammon

B J Hays (resigned 20 June 2012)
S Charles

N J Goss (resigned 21 June 2013)

Payment policy

It 1s the company’'s policy to agree the terms of payment with supphers to ensure suppliers are aware of those
terms and to then abide by the terms

At the year end trade creditors represented 38 days (2012 34 days) of purchases
Principal nsks and uncertainties

The Group's financial and operationat performance 1s subject to a number of nsks The Board seeks to ensure
that appropnate processes are put in place to manage, monitor and mitigate these nsks The Board considers
the pnncipal nsks faced by the Group to be as follows

Risk

Loss of major customers

The Group has a small number of major customers Accordingly, there 1s a nsk of loss of major clients that
could result in a reduction In revenue The Group endeavours to provide an excellent service to customers at
competitive pricing In the event of the loss of a major customer, steps would be taken to reduce the Group’s
cost base

Customer failure

The Group has a small number of major customers and, accordingly, 15 exposed to potentially significant bad
debts should a major customer become insclvent The Group operates a credit control policy to reduce the nisk
of customer failure, although the Group does not have credit insurance In place

Competition

The Group's competitors may offer superior services to the market or lower pnces, which could reduce the
attractiveness of the Group's services and result in a reduction in revenue In the event of a significant
reduction in revenue, steps would be taken to reduce the Group's cost base
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Report of the directors for the year ended 31 March 2013 (continued)

Aftraction and retention of Directors and key employees

The success of the Group depends on the abilites and expenence of the Directors and key employees The
loss of Directors and key employees or the inability to recruit replacements or further Directors or key
employees could have a significant adverse effect on the day to day running of the Group and on the
development of the Group's business The Group seeks to reward Directors and key employees at appropnate
levels, including the prowision of equity incentive schemes, designed to attract and retain Directors and key
employees of appropnate calibre

Financial nsks
The group finances its operations through a mixture of cash generated from operations and, where necessary
to fund expansion or capital expenditure programmes, through leasing or the proceeds of the sale of shares

Management’s objectives are to

+ retain sufficient hquid funds to enable the group to meet its day to day obligations as they fall due
whilst maximising returns on surplus funds, and

= match the repayment schedule of any external borrowings with the expected future cash flows
expected to anse from the group's trading activites

As all the group's surplus funds are nvested in Pound Sterling and US Dollar bank deposit accounts foreign
exchange nsk anses

The group’s surplus funds are held pnmanly in short term vanable rate deposit accounts The directors believe
that this gives them the flexibility to release cash resources at short notice and also allows them to take
advantage of changing conditions in the finance markets as they anse

Foreign exchange nsk anses because the group has operations located in vanous parts of the world whose
functional currency 1s not the same as the functional currency In which the group companies are operating The
group’s policy 15, where possible, to allow entities to settle habiites denominated in therr functional currency
with the cash generated from their own operations in that currency

More detaills on financial instruments management abjectives and policies are mentioned within note 21

IFRS

We have prepared our financial statements in accordance with International Financial Reporting Standards as
adopted by the EU (IFRS)

Going concern

Net funds at 31 March 2013 was £136,000 (2012 £543,000) Net cash outflows from operating activites has
reduced to £1 07 mullion (2012 £1 12 million)

The Company completed a placing of new ordinary shares with institutional and other investors in June 2012
raising £1 0 milhon before expenses The Company completed a further placing of new ordinary shares with
mnstitutional and other investors in May 2013, post the penod end, raising approximately £1 26m before
expenses

The directors have prepared detalled Group budgets and forecasts for the penod to March 2015 They have
reviewed the Group's budgels and forecasts for the coming 12 months, which have been prepared with
appropnate regard to the current macroeconomic environment and the condihons in the pnncipal markets
served by the Group The directors have taken into consideration the Group's net funds, the level of anticipated
renewals by reviewing on a customer by customer basis, forecast new and up sell revenues based on sales in
the pipeline and anticipated costs including the ability to flex these cost should predicted revenues be lower
than forecast As a result, at the ime of approving the financial statements, the Directors consider that the
Company has sufficient financial resources to continue In operational existence for the foreseeable future and,
therefore, that it 1s appropnate to adopt the going concern basis in prepanng these financial statements As with
all business farecasts, the directors’ statement cannot guarantee that the going concemn basis will remain
appropnate given the inherent uncertainty about future events

Report of the directors for the year ended 31 March 2013 (continued)
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Directors' responsibilities

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

Company law reguires the directors to prepare financial statements for each financial year Under that faw the
directors have to prepare the group financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union The directors have elected to prepare the parent
company financial statements in accordance with IFRSs Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs and
profit or loss of the company and group for that penod

tn prepanng these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
make judgments and accounting estimates that are reasonable and prudent,
state whether applicable IFRSs have been followed, subject to any matenal departures disclosed and
explained in the financial statements,

. prepare the financial statements on the going concemn basis unless 1t1s inappropnate to presume that
the company will continue In business

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

The directors confirm that

. 50 far as each director 1s aware, there I1s no relevant audit information of which the company's auditor
IS unaware, and

. the directors have taken all the steps that they ought to have taken as directors in order to make
themselves aware of any relevant audit information and to establish that the auditors are aware of that
information

The directors are responsible for the maintenance and integnty of the corporate and financial information
included on the company's website Legislation in the Umited Kingdom governing the preparation and
dissermination of financial statements may differ from legistation in other junsdictions

On behalf of the board

B T

Shawn Taylor
Secretary
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Independent auditor’'s report to the members of Imaginatik plic

We have audited the financial statements of Imaginatik plc for the year ended 31 March 2013 which comprise the
consolidated and parent company statement of financial position, the consohidated statement of comprehensive
income, the consolidated and parent company statements of cash flow, the consolidated and parent company
statements of changes in equity and the related notes The financial reporting framework that has been applied in
their preparation 1s applicable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union and, as regards the parent company financial statements, as applied in accordance with the
provisions of the Companies Act 2006

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

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsiblities Statement set out on pages 16, the diectors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr view
Qur responsibibty 1s to audit and express an opinion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Boards' (APB's) Ethical Standards for Auditors

Scope of the audit of the financial accounts

A descnption of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/pnvate cfm

QOpinion on financial statements
In our opinion

- the financial statements give a true and far view of the state of the group's and of the parent company's
affairs as at 31 March 2013 and of the group’s loss for the year then ended,

- the group financial statements have been properly prepared in accordance with IFRSs as adopted by
the European Union,

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

- the financial statements have been prepared in accordance with the requirements of the Companies Act
2008

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared I1s consistent with the financial statements
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Independent auditor’s report to the shareholders of Imaginatik plc (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

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

the parent company financial statements are not in agreement with the accounting records and returns,
or

certain disclosures of directors’ remuneration specified by law are not made, or

we have not received all of the information and explanations we require for cur audit

Norman Armstrong
Senior Statutory Auditor

For and on behalf of
Grant Thomton UK LLP, Statutory Auditor,
Chartered Accountants

Date 22 qu_, (-
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Lonsolidated statement of comprehensive income for the year ended 31 March 2013

Restated
Note 2013 2012
£'000 £000

Revenue 3 3,009 3,059
Cost of sales {295) (321)
Gross profit 2,714 2,738
Administrative expenses (3,980} (4.211)
Operating loss 6 {1,266} (1,473)
Operating loss before share option costs (1,187} (1,364)
Share option costs 15 {79} {109}
Finance costs 7 (M) (8)
Loss before taxation {1,273) {1,481)
Income tax expense 8 131 108
Loss on ordinary activities for the year and total comprehensive
Income {1,142} (1,373)
Loss per share Basic and diluted 9 (0 15p) (0 40p)

All of the above losses for the year are attnbutable to equity holders of the parent
All of the activities of the group are classed as continuing

The group has no recogrused income or expenses other than the results for the year as set out above

The notes on pages 24 to 41 farm part of these financial statements
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A
Consolidated statement of financial position as at 31 March 2013

Restated
Note 2013 2012
£'000 £'000 £'000 £'000

ASSETS
Non-current assets
Property, plant and 11 29 51
equipment
Intangible assets 12 254 5
Trade and other receivables 13 339 106
Current assets 622 208
Trade and other receivables 13 1,063 1,034
Cash and cash equivalents 136 543

1,199 1,577
Total assets 1,821 1,785
EQUITY AND
LIABILITIES
Equity
Share capital 14 341 321
Share premium 6,592 5,704
Share option reserve 843 764
Retained eamings (8,838) (7.696)
Total equity {1,062) {(907)
Liabilities
Non-current liabilities
Deferred income 16 115 1386
Current habilities 115 136
Trade and other payables 17 2,768 2,556

2,768 2,556
Total iabilities 2,883 2,692

Total equity and hiabilities 1,821 1,785

by

Shawn Taylor
Director

The notes on pages 24 to 41 form part of these financial statements

Restated
2011
£'000

£'000

100

104

983
469

135
4,691
655
(6,323)

24

2,474

204

1,452

1,656

(842)

24

2474

2,498

1,656

The financial statements were approved and authorised for 1ssue by the board on 23 JTJJ 2013 and signed on its behalf
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Parent company statement of financial position as at 31 March 2013

ASSETS

Non-current assets

Property, plant and
equipment
Intangible assets

Trade and other receivables

Current assets

Trade and other receivables
Cash and cash equivalents

Total assets

EQUITY AND
LIABILITIES

Equity

Share capital

Share premium

Share option reserve
Retained eamings
Total equity
Liabiliies
Non-current habilities

Deffered income

Current habilities

Trade and other payables

Total habilities

Total equity and habilities

by

Shawn Taylor
Director

Company Number 03936915
The notes on pages 24 to 41 form part of these financial statements

Note

12
13

13

14

16

17

2013

£'000 £'000

29

254
339

1,313
136

341
6,592
843
{8,588)

115

2,768

622

1,449

2,071

(812)

115

2,768

2,883

2,0M

Restated
2012
£'000 £'000
51
51
106
208
1,306
543
1,849
2,057
321
5,704
764
(7.424)
{635)
136
136
2,556
2,556
2,692
2,057

Restated
2011
£000 £'000
100
104
204
1,280
469
1,749
1,953
135
4,691
655
{6,026)
(545)
24
24
2,474
2,474
2,498
1,953

The financial statements were approved and authonsed for issue by the board on 23 J:JD 20)3 and signed on its behalf
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Cdnsolidated and parent company cash flow statement for the year ended 31 March 2013

2013

Note £'000 £'000
Cash outflows from operating activities 20 (1,072)
Investing activities
Acquisition of property, plant and equipment {17)
Acquisition of intangible assets {226)
Net cash used in investing activities (243)
Net cash flow before financing activities (1,315)
Financing activities
Net proceeds from the 1ssue of share capital 908
Net cash generated from financing activities 908
Net Increase/{decrease} in cash and cash (407}
equivalents
Opening net cash and cash equivalents 543
Net foreign exchange difference -
Closing net cash and cash equivalents 136

Restated
2012
£'000 £000

(1,115)

®)
9)
(1.124)

1,198

1,199

75

469

543

The reconciliation of operating loss to cash flows from operating activities 1s shown in note 20

The notes on pages 24 to 41 form part of these financial statements
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A}
Statement of changes in equity for the year ended 31 March 2013

Consohdated

Balance at 1 Apnl 2011 {restated)

Employee share-based payment options

Issue of share capital
Transactions with owners

Loss for the year and total
comprehensive iIncome

Balance at 31 March 2012
Balance at 1 Apnl 2012

Employee share-based payment options

Issue of share capital
Transactions with owners

Loss for the year and total
comprehensive income

Balance at 31 March 2013

Parent company

Balance at 1 Apnl 2011

Employee share-based payment options

Issue of share capital
Transactions with owners

Loss for the year and total
comprehensive Income

Balance at 31 March 2012
Balance at 1 Apnl 2012

Employee share-based payment options

Issue of share capital
Transactions with owners

Loss for the year and total
comprehensive Income

Balance at 31 March 2013

The notes on pages 24 to 41 form part of these financial statements

Restated
total
Share Restated attnbutable
Share Share opton  retained to owners Total
capital premium reserve  earnings of parent equity
£'000 £'000 £'000 £000 £'000 £000
135 4,691 655 (6,323) (842) (842)
- - 108 - 109 109
186 1,013 - - 1,199 1,199
186 1,013 109 - 1,308 1,308
- - - {1,373) (1,373)  (1,373)
321 5,704 764 (7,696) (907) (907)
321 5,704 764 {7,696) {907) (907)
- - 79 - 79 79
20 888 - - 908 908
20 888 79 - 987 987
- - - {1,142) {1,142) (1,142)
341 6,592 843 {8,838) (1,062} (1,062)
Restated
total
Share Restated  attnbutable
Share Share option  retaned to owners of Total
capital premum reserve  eamings parent  equity
£'000 £'000 £'000 £'000 £000 £000
135 4,691 855 (6,026) (545) (545}
- - 109 - 109 109
186 1,013 - - 1,199 1,199
186 1,013 109 - 1,308 1,308
- - - {1,398) (1,398) {1,398)
321 5,704 764 (7.424) {635) {635)
321 5,704 764 (7,424) {635) {635)
- - 79 - 79 79
20 888 - - 908 908
20 838 79 - 987 987
- - - (1,164) {1,164) (1,164)
341 6,592 843 (8,588) (812) (812)
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Notes forming part of the financial statements for the year ended 31 March 2013

1

Accounting policies

General information

The group headed by Imaginatik PLC i1s one of the leading providers of collaborative innovation software and
related professional services to large and medium-sized enterpnses

The company 1s a public imited company incorporated and domiciled in the UK The address of its registered
office 1s 22 Melton Street, London, NW1 2BW

The company 1s listed on the Alternative Investment Market The group consolidated financial statements were
authonsed for 1ssue by the board of directors on 23 July 2013

The company has adopted the requirements of International Financial Reporting Standards (IFRS) and IFRIC
interpretations endorsed by the European Union {(EU) and those parts of the Companies Act 2006 applicable to
companies reporting under IFRS The financial statements have been prepared under the histoncal cost
convention and are in accordance with applicable accounting standards

These financial statements have been prepared in accordance with the accounting policies set out below, which
have been consistently applied to all the years presented These accounting policies comply with applicable
IFRS and IFRIC interpretations 1ssued and effective at the time of prepanng these statements

Gomng concern

Net funds at 31 March 2013 was £136,000 (2012 £543,000) Net cash outflows from operating actiities has
reduced by to £1 07 milhon (2012 £1 15 million}

The Company completed a placing of new ordinary shares with institutional and other investors in June 2012
raising £1 0 milion before expenses The Company completed a further placing of new ordinary shares with
inshtutional and other investors in May 2013, post the penod end, raising approximately £1 26m before
expenses

The directors have prepared detalled Group budgets and forecasts for the penod to March 2015 They have
reviewed the Group's budgets and forecasts for the coming 12 months, which have been prepared with
appropnate regard to the current macroeconomic environment and the conditions in the pnncipal markets
served by the Group The directors have taken into consideration the Group’s net funds, the leve! of anticipated
renewals by reviewing on a customer by customer basis, forecast new and up sell revenues based on sales in
the pipeline and anticipated costs including the ability to flex these cost should predicted revenues be lower
than forecast As a result, at the time of approving the financial statements, the Directors consider that the
Company has sufficient financial resources to continue In operational existence for the foreseeable future and,
therefore, that it 1s appropnate to adopt the going concern basis in prepanng these financial statements As
with all business forecasts, the directors’ statement cannot guarantee that the going concern basis will remain
appropnate given the inherent uncertainty about future events

Basis of consoltdation

The group financial statements for the year ended 31 March 2013 consoldate the financial statements of
Imaginatk PLC and its subsidiary undertaking using the acquisition method Subsidianes are entittes that are
directly or indirectly controlled by the group

The company has taken advantage of the exemption under 5408 of the Companies Act 2006 and has not
presented its own statement of comprehensive income Of the consolidated result for the year ended 31 March
2013, a loss of £1,164,000 (2012 loss of £1,398,000) s attnbutable to the company
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1  Accounting policies (continued)
Revenue

Revenue 1s measured at the fair value of the consideration received or receivable Income for the group I1s
denved from two sources Technology and Consultancy These sources are service-based rather than through
the sale of goods Following the principles of IAS 18 ‘Revenue’, the policies for income recognition In respect of
each of the different sources of income are such that income 1s recognised by reference to the stage of
completion of the transaction at the end of the reporting penod In applying the income recognition policies
below where there 1s a requirement for a contract to be signed, income 1s recognised In accordance with the
policy when the contract has been signed or persuasive evidence of an arrangement exists

a) Consulting
Income denved from our consulting offenng subject to contracts 15 recognised in the month in which the
consulting takes place Income from longer term consulting arrangements shall be recognised evenly over the
term of the contract
b} Technology
The prowvision of our suite of technology products includes prowvision of software licences, hosting and
maintenance in relation to the product over the contract term Income ansing from the provision of these
bundled services are recognised evenly over the term of the contract, once an agreement has been signed or
persuasive evidence of an arrangement exists

Leased assels
Leases where the lessor retains substantially all the nsks and benefits of ownership of the asset are classified
as operating leases Costs in respect of operating leases are charged on a straight line basis over the term of
the lease in armving at the operating loss before taxation

Penston costs

Contnbutions to the group’s defined contnbutions pension scheme are charged to profit or loss in the penod in
which they become payable

Property, plant and equipment
All property, plant and equipment 1s stated at cost less subsequent depreciation and impairment The costs of
the property, plant and equipment 1s their purchase pnce plus any incidental costs of acquisition Depreciation

commences at the point the asset 1s brought into use

Depreciation 1s provided to wnte off the cost, less estimated residual values, of all property, plant and equipment
equally over their expected useful ives It s calculated at the following rates

Leasehold improvements - Over the life of the lease
Fixtures and fitings - 33% per annum
Equipment - 33% perannum

If there 1s any indication that an asset’s value 1s less than its carrying amount an impairment review I1s carmed
out Where mpairment 1s identified an asset's value 1s reduced to reflect this

The residual values and useful economic ives of fixed assets are reviewed by management on an annual basis
and revised to the extent required
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1 Accounting policies (continued)
Intangible assets
Software licences
The costs of significant groups of software licences are capitalised and then amortised over the useful economic
lives of the software concemed Amortisation 1s charged to administrative expenses

The cost of intangible assets 1s their purchase pnce plus any incidental costs of acquisiion Amortisation begins
from the time the asset 1s brought into use

Software

20% to 33% per annum

Research and development
The cost of research i1s charged to the statement of comprehensive iIncome in the penod in which 1t is incurred
Development expenditure 1s capitalised only if the company can demonstrate the following conditions

+» The technical feasibility of completing the intangible asset so that it will be avallable for use or

sale

Its intention to complete the intangible asset and use or sell it

Its ability to use or sell the intangible asset

How the intangible asset will generate probably future economic benefits

The availlabibty of adequate technical, financial and other resources to complete the development

and to use or sell the intangible asset

¢ |ts ability to measure rehiably the expenditure attnbutable to the intangible asset dunng its
development

Development costs not meeting the cntena for capitalisation are expensed in the penod in which they are
incurred  The cost of an internally generated intangible asset compnises all directly attnbutable costs
necessary to create, produce, and prepare the asset to be capable of operating in the manner intended by
management Until completion of the development project, the assets are subject to impairment testing only
Amortisation commences upon completion of the asset, and 1s shown within "Administrative Expenses’ on the
consolidated statement of comprehensive income

Capitalised development costs are amortised over a penod of five years
Deferred taxation

Deferred tax s recogrused on differences between the cammying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the computation of taxable profit and 1s accounted for
using the statement of financial position hability method Deferred tax hiabiities are generally recogrused for all
taxable temporary differences and deferred tax assets are recognised to the extent that it 1s probable that
taxable profits will be avallable against which deductible temporary differences can be utilised Such assets
and liabilities are not recognised If the temporary difference anses from goodwill or from the imbia!l recognition
(other than in a business combination) of other assets and liabiibes in a transaction that affects neither the
taxable profit nor the accounting profit

The carrying amount of deferred tax assets 1s reviewed at each statement of financial position date and
reduced to the extent that it 1s no longer probable that sufficient taxable profits will be available to allow 2ll or
part of the asset to be recovered

Deferred tax I1s calculated at the tax rates that are expected to apply in the penod when the hability i1s settled or
the asset realised based on tax rates that have been enacted or substantively enacted at the statement of
financial position date Deferred tax and current tax are charged or credited to profit or loss, except when it
relates to items charged or credited in other comprehensive income or directly to equity, in which case the
deferred tax 1s also recognised in other comprehensive income or equity respectively

Investments

Investments 1n subsidianes are stated at cost less any provision for impairment
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Notes forming part of the financial statements for the year ended 31 March 2013

1

Accounting policies (continued)

Cash and cash equivalents

Cash and cash equivalents compnse cash on hand and other short-term hughly iquid investments that are
readily convertible to a known amount of cash and are subject to an insignificant nsk of change in value

Critical judgements and significant accounting esfimates

In determining and applying accouniing polictes, judgement 1s often required in respect of items where the
choice of specific policy, accounting estimate or assumption to be followed could matenally affect the reported
results or net asset position of the Group should it later be determined that a different choice would be more
appropnate The most significant areas where judgements and estimates have been applied are as follows

Judgements

The recognition policy choice In respect of the software license fee element of Technology revenues requires
judgement Previously a large element cf the contract value was attnibuted to the software licence fee and was
recognised in the month the contract was signed Having reconsidered this cntical judgement, the directors now
considered it more appropnate to recognise the licence fee element evenly over the term of the contract This
revised policy has been applied retrospectively as this results in these financial statements providing reliable
and more relevant information about the effects of transactions on the entity's financial position and financial
performance The revised policy provides more reliable and relevant information as it 1s more reflechive of the
ongoing relationship with customers throughout the licence term

The value of the awards under the modified and new share option scheme was measured, In accordance with
IFRS 2, by reference to therr fair value at the date on which they were granted Judgement was required in
determining the most appropriate valuation model (see Note 15)

Estimates

Significant assumptions were necessary in armving at the inputs into the valuation model for modified and new
share option scheme (see Note 15)

Share-based payments

Where equity-settled share options are awarded to employees, the far value of the options at the date of grant
Is charged to profit or loss over the vesting penod Non-market vesting conditions are taken into account by
adjusting the number of equity instruments expected to vest at each statement of financial position date so that,
ulimately, the cumulative amount recognised over the vesting period 1s based on the number of options that
eventually vest Market vesting conditions are factored into the farr value of the options granted As long as all
other vesting conditions are satisfied, a charge 1s made irrespective of whether the market vesting conditions
are satisfied The cumulative expense 15 not adjusted for fallure to achieve a market vesting condition

Where the terms of an equity-settled award are modified or a new award 1s designated as replacing a cancelled
or settled award, the cost based on the onginal award terms continues to be recognised over the onginal vesting
period In addition, an expense 1s recognised over the remainder of the new vesting penod for the incremental
fair value of any modification, based on the difference between the fair value of the onginal award and the farr
value of the modified award, both as measured on the date of the modification No reduction 1s recognised if

this difference 1s negative Where an equity-settled award 15 cancelled, it 1s treated as «f 1t had vested on the
date of cancellation, and any cost not yet recogrused in the income statement for the award I1s expensed
immediately Any compensation paid up to the farr value of the award at the cancellation or settlement date

Is deducted from equity, with any excess over fair value betng treated as an expense In the income statement
The Group has no cash settled share based payments

Foreign currencies

The presentational currency of the group and functional currency of the trading entities 1s Stering  Transactions
entered into by group entiies in a currency other than the currency of the pnmary economic environment In
which they operate (ther “functional currency”) are recorded at the rates ruling when the transactions occur
Foreign currency monetary assets and liabiities are translated at the rates ruling at the statement of financial
position date Exchange differences ansing on the retranslation of unsettled monetary assets and liabilities are
recognised immediately in profit or loss
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Motes forming part of the financial statements for the year ended 31 March 2013

1  Accounting polictes (continued)

Employee benefits

The company accounts for employee benefits in accordance with IAS 19 Under IAS 19 there 1s a requirement
to recogruse the monetary value of employee benefits accruing to employees but not yet settled, typically
holiday pay There 1s a requirement to account for the value of the ability for employee benefits to be paid In
the future for services provided up to the reporting date

Financial instruments

Financral assets
Financial assets currently comprise trade and other receivables, cash and cash equivalents

Loans and receivables

Loans and receivables are non-denvative financial assets with fixed or determinable payments that are not
quoted in an active market Included within loans and recevables are trade and other receivables Trade and
other receivables are recognised at farr value less transacton costs Subsequently they are carned at
amortised cost

Cash and cash equivalents

Cash and other short-term deposits in the balance sheet compnse cash at banks and in hand and short-term
deposits with an onginal matunty of three months or less and where there 1s an insignificant nsk of changes in
value In the consolidated cash flow statement, cash and cash equivalents consist of cash and cash
equivalents as defined above

Financial habilies
Financia! iabilites currently compnse trade and other payables

Trade and other payables
Trade and other payables are inially recognised at fair value less transaction costs and thereafter carned at
amortised cost

Equtty

Equity comprises the following
» "Issued capital” represents the norminal value of equity shares
s "Share premium" represents the excess over nominal value of the fair vafue of consideration received
for equity shares net of expenses of the share issue
e “"Share option reserve” represents equity-settfed share-based employee remuneration untif such share
options are exercised
e "Retained losses” represents retained losses
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1  Accounting policies {continued)
Standards 1ssued but not yet effective

Al the date of authonsation of these financial statements, the following standards, amendments to standards
and interpretations, were In 1ssue but not yet effective for the year ended 31 March 2013,

Standards and interpretations Effective for annual
periods beginmng on
or after

IFRS 1 First-bme Adoption of international Financial Reporting Standards 1 January 2013

IFRS 7 Financial Instruments Disclosures 1 January 2013

IFRS 9 Financial Instruments 1 January 2015

IFRS 10 Consolidated Financial Statements 1 January 2014

IFRS 11 Joint Arrangements 1 January 2014

IFRS 12 Disclosure of Interest in Other Entittes 1 January 2014

IFRS 13 Fair Value Measurements 1 January 2013

IAS 1 Presentation of Financial Statements 1 July 2012

IAS 16 Property, Plant & Equipment 1 January 2013

1AS 19 Employee Benefits 1 January 2013

IAS 27 Separate Financial Statements 1 January 2014

IAS 28 Investments in Associates and Joint Ventures 1 January 2013

IAS 32 Financial Instruments Presentation 1 January 2014

IAS34 Interim Financial Reporting 1 January 2013

The directors anticipate that the adoption of these Standards and Interpretations in future penods will have no
matenal impact on the financial statements of the company when the relevant standards come into effect for
penods commencing on or after 1 Apnl 2012

2 Prior period adjustment

The directors have revised the revenue recogniton policy for the software licence fee element of the
Technology services provided Prewviously an element of the contract value was attnbuted to provision of the
hcence and recogruised in the month the contract was signed Further descnption of the change 1s noted In
Cntical judgements and significant accounting estimates

The pnmary impacts of the pelicy on the financial years under report have been as follows

+ Revenue for the year to 31 March 2013 has decreased by £0 12m from £3 13m to £3 01m (2012 reduced
from £3 45m to £3 06m)

» The loss after tax for the year to 31 March 2013 has increased by an additional £0 12m from £1 02m to
£114m (2012 losses increased from £0 98m to £1 37m)

+« The amount of deferred revenue on the balance sheet has increased by £1 58m to £2 45m {2012
increased from £0 74m to £2 20m)

+« Cumulative losses carmed farward as at 31 March 2013 have been incréased by £1 58m from £7 26m to
£8 84m 2012 increased from £6 24m to £7 70m)

s EPS for 2012 decreased o £0 40 loss per share from £0 28 loss per share
e EPS for 2013 decreased to £0 15 loss per share from £0 13 loss per share
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3 Segmental reporting

Management currently tdentifies the Group’s two revenue streams as its operating segments These operating
segments are monitored by the Group’s chief operating decision maker For these operating segments only
revenues are reported the Group’s chief operating decision maker as resuits, other costs and assets and Labiities
cannot be reliably allocated to the operating segments

Restated
2013 2012
£000 £'000

Segmental revenue:
Technology 2,456 2,669
Consultancy 553 390
3,009 3,059

All other information presented to the Chief Operating Decision Maker 1s the same as I1s reported in these financial
statements

The Group’'s revenues from external customers and its non-current assets are divided into the following
geographical areas

Restated
2013 2012
£000 £'000
Segmental revenue:

United States of Amenca 2,628 2,770
Rest of the World 381 289
3,009 3,059

Segmental non-current assets:
United States of Amenca 309 126
Rest of the World 313 82
622 208

Revenues from extemal customers have been identified on the basis of the customer's geographical location
Non-current assets are allocated based on their physical location

The Group has one customers (2012 mil customers), who accounted for revenues of £302,000 (2012 £nil), of
which amount to more than 10% of Group revenues These revenues arose In the Technology segment

4 Staff costs

The average number of employees, including directors, dunng the year was

2013 2012
Number Number

Management and administration 35 37
Staff costs for the above persons were as follows

£'000 £'000
Wages and salanes 2,086 2,184
Social secunty costs 193 214
Other pension costs 1 7
Benefits 1n kind 143 195
Share options costs (note 15) 79 109

2,502 2,709
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5 Key management personnel compensation

Total emoluments of the directors and key management personne! are as follows

2013 2012

£'000 £'000
Short-term employee benefits 702 661
Compensation for loss of office - 65
Post employment benefit - 7
Share option costs 58 a0
760 823

————————

Retirement benefits are accruing to none of the company directors’ under a defined contnbution scheme (2012
ong)

The directors’ emoluments are shown tn the remuneration report on page 10

6 Operating loss

i 2013 2012
This has been amved at after charging £°000 £'000
Auditor's remuneration
Fees for the audit of Imaginatik plc 19 15
Fees for the audit of other group companies 1 1
Services relating to taxation 7 15
Other services 2 2
Operating lease costs
Land and buildings 34 86
Depreciation 39 59
Amortisation 23 53
Foreign exchange losses 127 48
Libgation costs 41 1563
Research and development 183 451
7 Fimance costs
2013 2012
£'000 £000
Other interest costs (7) (8)
(7) (8)
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Taxation on loss on ordinary activities

2013 2012
£'000 £'000
Current income tax
Adjustment in respect of pner penods 131 108
Total current income tax 131 108
UK corporation tax 131 108
(a} Factors affecting tax charge for the year
Restated
2013 2012
£'000 £'000
Lass on ordinary activities before tax (1,142) {1,373)
Comoration tax credit at 20% tax rate {2012 20%) {228) {275}
Effects of
Expenses not deduchble for tax purposes 19 26
Income not taxable for tax purposes (30) (22)
Losses ansing in the penod camed forward 226 98
Other timing differences - -
Depreciation in excess of capital allowances 4 5
Additional deduction for R&D expenditure (37) (90)
Utiisaton of tax losses 46 258
Adjustment in respect of prior penods (131) (108)
Tax credit for the year {131) (108)

(b) Factors that may affect future tax charges

Based on cuirent capital investment plans, the group expects to be able to continue to claim capital allowances in
excess of depreciation in future penods at a slightly lower level than in the current perod

At 31 March 2013 the group has estimated tax losses of £6,020,031 (2012 £4,842,099) camed forward and
avallable indefinitely for offset against future profits No deferred tax asset has been recognised in respect of
these losses as there 1s insufficient evidence that future profits will be sufficient for recovery of the losses

9 Earnings per share
Basic toss per share (EPS) has been calculated in accordance with IAS 33 ‘Eamings per share' The calculation

of EPS 1s based on losses of £1,142,000 (2012 £1,373,000) and on a weighted average number of ordinary
shares (n existence dunng the year of 763,032,110 (2012 347,464,893)

The share options 1ssued dunng the current and pnor year are anti-dilutive due to losses, and therefore diluted
EPS equals basic EPS
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10

1

Investments in subsidiaries

Untisted investments

Company

Cost and net book value at 1 Apnl 2011 and 1 Apnl 2012 {Restated)} and 31 March 2013

£'000

The company owns all of the £1 1ssued share capital of Imaginatik (Goswell) Limited That company, registered in
England and Wales, owns certain intellectual property used by Imaginatik ple

The company also owns all of the issued share capital of Imaginatik Inc  This company, incorporated in the United
States of Amenca, has not traded since its incorporation

Property, plant and equipment

Group and company

Cost

At 1 Apnil 2011
Additions
Disposal

At 31 March 2012
Additions
Disposal

At 31 March 2013

Depreciation

At 1 Apnl 2011
Prowided for the year
Eliminated on disposal

At 31 March 2012
Provided for the year
Elminated on disposal
At 31 March 2013

Net book amount

At 1 Apnl 2011
At 31 March 2012

At 31 March 2013

Leasehold Fixtures and
improvements fittings
£'000 £000

31 60

31 60

L} 2

42 62

10 45

7 9

17 54

9 6

26 60

21 15

14 6

16 2

Equipment
£'000

299

312

235
42

277
24

3

64
3

11

Total
£000

390

399

th
(]

387

100
51

29
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12 Intangible assets

Group and company

Research &
development Software Total
£'000 £000 £'000
Cost
At 1 Apnl 2011 - 313 313
Additions - - -
At 31 March 2012 - 313 313
Additions 203 23 226
At 31 March 2013 203 336 539
Amortisation
At 1 Apni 2011 - 209 209
Provided for the year - 53 53
At 31 March 2012 - 262 262
Prowided for the year - 23 23
At 31 March 2013 - 285 285
Net book amount
At 1 April 2011 - 104 104
At 31 March 2012 - 51 51
At 31 March 2013 203 51 254
13 Trade and other receivables

Group Company Group Company Group Company

2013 2013 2012 2012 2011 2011

£'000 £'000 £'000 £000 £'000 £'000
Trade receivables 918 918 929 929 763 763
Provision for doubtful debts - - (6) (6) {6) (6)
Amounts owed by group - 250 - 272 - 297
undertakings
Other receivables - - 23 23 13 13
Prepayments and accrued 145 145 88 88 213 213
Income

1,063 1,313 1,034 1,306 983 1,280

At 31 March 2013 trade or other receivables totalling £339,000 are due after more than 1 year (2012 £1086,000)

The inter-company receivables are not past due, not impaired and are regarded as fully performing assets They are
unsecured and repayable on demand

Customer invoices are due for payment within 30 to 60 days of 1ssue, however trade receivables that are less than 3
months old are not considered past due in view of normal customer payment patterns As of 31 March 2013 £nu
(2012 £13,000) were past due but not impaired following management review of the recevables
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13 Trade and other receivables (continued)

Ageing of past due but nof impaired recervables

2013 2012

£'000 £000
Up to 3 months - -
3 to 8 months - -
Over 6 months - 13
Total I _13_

The group trades only with recognised, credit-worthy third parties Recevable balances are monitored on an
ongoing basis with the am of mimimising the group’s exposure to bad debts or being unable to realise amounts

recoverable on confracts The maximum exposure I1s the camying amount above There are no significant
concentrations of credit nsk within the group

The group has reviewed in detail all items compnising the above past due but not imparred trade receivables to
ensure that no impairment exists

As at 31 March 2013, trade receivables of £nif {2012 £6,000) were impaired and provided for
Matenally all of the group and company's trade and other receivable are denominated in US dollars

Movements on the group provision for impairment of trade receivables are as follows

£'000
At 1 Apnl 2012 6
New provision for recevables impairment -
Receivables wrtten off durning the year as uncollectable (6)

At 31 March 2013

The creation and release of provision for impaired receivables have been included in "Administrative expenses' In
the income statement

The other classes within trade and other receivables do not contain iImpaired assets

The maximum exposure to credit nsk at the reporting date 1s the carrying value of each class of receivable
mentioned above The group does not hold any collateral as secunty

14 Share capital

Number £'000
Allotted, called up and fully paid ordinary shares 0 0625p each
As at 1 Apnl 2011 215,557,208 135
Issued in the year 297,474,902 186
As at 31 March 2012 513,032,110 321
Issued in the year 333,333,333 20
As at 31 March 2013 846,365,443 341

On 30 June 2012
- 333,333,333 new ordinary shares of 0 0625p each were 1ssued for a gross cash consideration of

£1,000,000 Issue costs relating to the above placing were £92,000 and have been deducted from the share
premium account
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15 Equity-settled share-based payments

During the year the Group operated an approved Enterpnse management scheme, an approved Incentive stock
option agreement and an unapproved share option scheme

For all schemes, options vest provided the employee who has been granted the option remains employed by the
group at the earliest date that they may exercise the option Each director or employee may exercise 50% of the
options granted to them between two and ten years after the date of the grant The remainder may be exercised
between three and ten years after the date of the grant Options are forfeited if the employee leaves the company
before the options vest The options will be settled by the 1ssue and allotment of fully-paid ordinary shares

Below are details of the transactions dunng the year

Outstanding at the start of the year
Granted dunng the year

Forfeited during the year

Cancelled dunng the year

Outstanding at end of year (see below)
Exercisable at end of year

Qutstanding share options at year end

2013 2013
Number of options  Exercise price
67,125,000 1p
650,000 2 55p
3,206,451 05p
11,835,666 0 315p

2013

Weighted average

remaining contractual life

2012

899 years 9 88 years

Weighted
exercise price
2013 2013 2012
76,921,034 103p 29,135,833
11,967,666 0 315p 74,637,701
(4,438,250} 10p (2,544,055)
(1,633,333} 255p  (24,308,445)
82,817,117 0 89p 76,921,034
650,000 2 585p 2,283,333
2012 2012
Number of options  Exercise price
71,431,250 1p
2,283,333 2 55p
3,206,451 05p

Weighted
average
exercise

price
2012

316p

10p
2 55p
103p
2 55p

The cost of options granted i1s spread over the option vesting pencd The charge for the year in relation to options
held dunng the year s £79,000 (2012 £109,000})

The fair value of the new options of £38,000 (2012 £77,000) and the incrementa! fair value of the modified options
of £mil (2012 £55,000) were calculated using the Black-Scholes-Merton model The cancelled options had fully

vested pnior to cancellation The inputs Into the model were as follows

2013
84%
10 years
0 425p

Volatiity

Expected life

Share price at grant
Exercise price
Dividend yield
Risk-free rate

1p

0%
2%

2012

84%

10 years
0 425p
1p

0%

2%

2011
84%
10 years
2p - 4p as applicable
2p - 4p as applicable
0%
2%

2010
84%
10 years
4p
4p
0%
2%

External independent experts were used In determining the expected volatiity The figure used was determined by
calculating the histoncal volatiity of the share pnce of companies considered by the experts to be comparable to

the company
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16 Non-current habilities

Deferred income

17 Trade and other payables

Trade payables

Taxation and social secunty
Other payables

Accruals and deferred income

18 Pensions

Group Company Group Company Group Company
2013 2013 2012 2012 2011 2011
£°000 £'000 £'000 £'000 £000 £000

115 115 136 136 24 24

Restated Restated Restated Restated

Group Company Group Company Group Company
2013 2013 2012 2012 2011 201
£'000 £000 £'000 £000 £'000 £'000

205 205 250 250 451 451

43 43 84 84 33 33

70 70 23 23 22 22

2,450 2,450 2,199 2,199 1,968 1,968

2,768 2,768 2,656 2,556 2,474 2,474

The group operates a defined contribution pension scheme The assets of the scheme are held separately from

those of the group and company in an independently administered fund The pension cost charge represents
contributions payable by the group to the fund

The total pension charge for the year was £1,256 (2012 £7,000) At 31 March 2013 pension contnbutions

outstanding were £200 (2012 £nil)

19 Commitments under operating leases

As at 31 March 2013 the group had non-cancellable operating leases as set out below

Minimum future payments

Cue within one year

Later than one year and not later than five years

The leases relate to two properties occupied by the group

2013 2012 201
Land and Land and Land and
buildings bulldings bulldings

£'000 £'000 £°000

78 74 85
28 61 133
105 135 218
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20 Reconciliation of operating loss to net cash outflow from operating activities

Restated Restated
Group Company Group Company
2013 2013 2012 2012
£'000 £'000 £'000 £000
Operating loss (1,266) (1,289) (1,473} {1,499)
Depreciation of plant, property and equipment 39 39 59 59
Amortisation of intangible assets 23 23 53 53
Share option charge 79 79 109 109
Operating cash flows before movements n {1,125) {1,148) (1,.252) (1.278)
working capital
Decreasef(Increase} in trade and other {262) (239) (157) (131)
recevables
Increase/(Decrease) In payables 19 m 194 194
Net movement in working capital (71) {48) 37 63
Cash used by operations {1,196) {1,196) (1,215) (1,215)
Corporation tax received 131 131 108 108
Net interest paid (7) (7) (8) {B)
Net cash from operating activities {1,072) (1,072) (1,115) (1,115}
21 Financial instruments
2013 2013 2012 2012
Group Company Group Company

£'000 £000 £'000 £'000
Financial assets
Loans and receivables 1,392 1,642 1,585 1,867
Financial habidities at amortised cost
Trade and other payables 433 433 503 503

The group's financial instruments comprise cash, trade recewvables, trade and other payables, that anse directly
from its operations The main purpose of these financial instruments 1s to finance the group's operations

Risk management

The group 1s exposed through its operations to the following financial nsks

. credit nsk,
. foreign exchange nsk, and
. hquidity nsk

In common with all other businesses, the group i1s exposed to nsks that arse from its use of financial
instruments This note descnbes the group's objechives, policies and processes for managing those nsks and
the methods used to measure them Further quantitative information 1n respect of these nsks is presented

throughout these financial statements

There have been no substantive changes in the group's exposure to financial instrument nsks, its
objectives, policies and processes for managing those nsks or the methods used to measure them from

previous pernods unless otherwise stated in this note
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21

Financial instruments {(continued)

Principal financial instruments

The principal financial instruments used by the group, from which financial instrument nsk anses, are as follows
. trade receivables,

. cash at bank, and

. trade and other payables

General objectives, policies and processes

The board has overall responsibilty for the determination of the group's nsk management objectives and
polices and, whilst retaining ulimate responsibility for them, it has delegated the authonty for designing and
operating processes that ensure the effechve implementation of the objectives and policies to the group's
finance function The board receives monthly reports from the chief Financial Officer through which it
reviews the effectiveness of the processes put in place and the appropnateness of the objectives and policies it
sets

The overall objective of the board Is to set polices that seek to reduce nsk as far as possible without unduly
affecting the group's competitiveness and flexibility Further details regarding these policies are set out below

Interest rate risk

At present the directors do not beleve that the group has significant interest rate nsk and consequently does not
hedge against such nsk Cash balances earn interest at vanable rates

Interest-bearing financial assets

The group’s financial assets as at 31 March 2013 compnsed cash at bank of £136,000 (2012 £543,000) Interest
1s paid on cash at floating rates in ine with prevaiiing market rates

At 31 March 2013, had the LIBOR 1 MONTH rate increased by 1% with all other vanables held constant, the
increase In interest recelvable on financial assets would amount to approximately £1,000 (2012 £5,000) Similarly
a 1% decrease in the LIBOR 1 MONTH rate with all other varniabtes held constant would result in a decrease In
interest receivable on financial assets of approximately £1,000 (2012 £5,000)

Credit risk

Credit nisk 1s the nisk of financial loss to the group If a customer or a counterparty to a financial
tnstrument fails to meet 1ts contractual obligations The group 1s mainly exposed to credit nsk from credit
sales It 1s group policy, implemented locally, to assess the credit nisk of new customers before entenng
contracts Such credit ratings take into account local business practices

The group has established a credit policy under which each new customer 15 analysed individually for
creditworthiness before the group's standard payment and delivery terms and conditions are offered

Credit nsk also anses from cash and cash equivalents and deposits with banks and financial institutons To
manage this, the group has made sure that they use reputable banks

The group's chief financial officer monitors the utlisation of the credit imits regularly and at the reporting
date does not expect any losses from non-performance by the counterparties other than what has already
been provided for
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Financial instruments (continued)

Foreign exchange risk

Foreign exchange nsk anses because the group has operations located in vanous parts of the word whose
functional currency s not the same as the functional currency in which the group companies are operating
Although its global market penetration reduces the group's operational nsk in that it has diversified into several
markets, the group’s net assets ansing from such overseas operations are exposed to currency nsk resulting In
gains or losses on retranslation into sterlng Only in exceptional circumstances will the group consider
hedging its net iInvestments in overseas operations as generally 1t does not consider that the reduction in foreign
currency exposure warrants the cash flow nsk created from such hedging techmques

The group's policy 1s, where possible, to allow group entities 1o settle labihties denominated in their functional
currency (primanly US dollars or pound sterling) with the cash generated from their own operations n that
currency Where group entities have liabiities denominated in a currency other than their functional
currency {and have nsufficient reserves of that currency to settle them) cash already denominated in that
currency will, where possible, be transferred from elsewhere within the group

Restated
Currency profile 2013 2012
£'000 £'000
Financial assets
Cash - Sterling 65 Al
US dollar A 472
Trade receivables - Sterling 96 2
US dollar 991 927
Euro 169 -
Financial habiities
Trade payables - Sterling 128 144
US dollars 77 106
Liquidity nsk

Liquidity nsk anses from the group's management of working capital and the finance charges and pnincipal
repayments on its debt instruments It 1s the nsk that the group will encounter difficulty in meeting its financial
obligations as they fall due

The group's policy 15 to ensure that it will always have sufficient cash to allow it to meet its habiities when they
become due

The board receives rolling 12-month cash flow projections on a monthly basis as well as information regarding
cash balances At the statement of financial position date, these projections indicated that the group expected
to have sufficient iguid resources to meet its obligations under all reasonably expected circumstances

There were no undrawn faciliies at 31 March 2013 or 31 March 2012

Fair value of financial assets and habilities

The directors believe that the fair value of financial assets and liabilites approximates to the carrying value
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Financial instruments (continued)

Capital Management

The Group's capital management objectives are to ensure the Group 15 appropnately funded to continue as a
going concern and to prowvide an adequate return to shareholders commensurate with nsk  The Group defines
capital as being total shareholders equity The Group has no external debt finance and hence geanng I1s not
measured The Group's capital structure 1s penodically reviewed and, If appropnate, adjustments are made in the
hght of expected future funding needs, changes in economic conditions, financial performance and changes in
Group structure

The Group adheres to the capital maintenance requirements as set out in the Companies Act

Capital for the reporting penods under review 15 summansed as follows

Restated

2013 2012

£'000 £000
Total equity {1,062) (907}
Cash and cash equivalents 136 543

22 Related party transactions

M J Cooper, S K Taylor, L F Solis, D R Gammon, B J Hays, S Charles and N J Goss are all related parties by wirtue
of their directorships duning the year The directors’ emoluments are shown in the remuneration report on page 10

During the year B Hays, a Non-Executive director of the company carried out sales consultancy work totalling £nil
{2012 £4,000} At the year end £nl (2012 £nil) was outstanding

During the year Imaginatk PLC paid fees of £25,000 (2012 £12,500) to Rockspring Lirmited, a company which is
owned by D R Gammon At the year end £nil (2012 £nil) was outstanding

S Charles 1s a partner in Marnott Harnson, legal advisors to the company Dunng the year Imaginatik PLC (ncurred
legal fees with Mamott Harnson amounting to £89,833 (2012 £52,546) At the year end £56,236 (2012 £122,617)
was outstanding

The following transactions occurred dunng the year and at the end of the year the following amounts were due to
related parties

The company made purchases of services from Imaginatik {Goswell} Limited in the year totalling £23,000 (2012
£26,000) At 31 March 2013 Imaginatik (Goswell) Limited owed the company £250,000 (2012 £272,000)

23 Controlling party

The directors do not believe that a controlling party exists

24 Post-balance sheet event

The company announced on 26 Apnl 2013 that it had successfully raised £1 26m (before expenses) by way of a
conditional Placing The terms of the Placing were descnibed in a circular which was despatched to shareholders of
the Company on 26 Apnl 2013 The shares were admitted to trading on AIM on 14 May 2013

25 Contingent Asset

Dunng the penod the company concluded its Iihgation against the former CEO At a High Court heanng on 2
October 2012 the company was awarded 54,053,815 Imaginatik shares owned by the CEO in full and final
settlement The company I1s holding these as Treasury shares No accounting entries will be made in relation to
these treasury shares until the tme when they will be sold which 1s yet to be determined
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