[

'\.“.h

' Registered number: 05306504

123-Reg Limited
Annual report and financial statements

for the year ended 31 December 2018 -

FRIDAY

06/12/2019
| COMPANIES HOUSE _

\v

*L8IPOCOY* .
LD5 #41 :

J



'123-Reg Limited

Contents

Corﬁﬁany information

Strategic | réport ,

Dire_ctérs‘ febort

Di}ectors;' responsibilities statément
Irﬁdeﬁendent auditor's x;eport
fn;ome sAta.tement

ABA‘avlan;e sheet

Statement ofchanges in equity

Notes to the financial statement ’

Page



123-Reg Limited -

‘Company information ~

i
/

Directors . R Winslow

J Wong
" Registered office 5th Floor

The Shipping Building
Old Vinyl Factory

252 - 254 Blyth Road
Hayes : o
Middlesex, United Kingdom
UB3 1HA - :

Auditor S Ernst & Young LLP
' ' o I More London Place
London, United Kingdom
SEI 2AF :



- 123-Reg Limited

Strategic report
For the year ended 31 December 2018

The directors present their strategic report for the year ended 31 December 2018_.
The directors, in preparing this strategic repoﬁ, have complied with_5414C of the Companies Act 2006.

Principal activity

~The company provides web hosting and network services and issues internet domain names to customers ranging from
.private individuals to large corporations.

Results and dmdends

Turnover on continuing operations has increased £1.6m (2. 9%) and gross prof’t on continuing operations has remained
stable with the decrease of only £0.1m (0.2%) :

.The company made an operating profit of £12.8m from continuing‘ operations compared to a profit of£l6.6m' during
2017. The company ended the year with £300.1m net current assets compared to £285.5m in 2017

The results for the year ended 31 December 20]8 and the financial position of the company at that date are set out on
pages 9 to 12 of the financial statements. .

The directors do not recommend payment of a dividend (2017 -.£Nil).

Key performance indicators

The company has financial KPIs which it monitors on a regular basis at board level and where relevant, at busmess
unit management’ meeuncs as follows: :

Year ended ) Year ended
31 December 2018 31 December 2017

Revenue . S S : o £59.0m  £574m

Gross profit C : . £36.4m £36.3m
Gross profit margin Co- ' 61.7% . 63.2%
Eamings before interest, tax, depreciation and amortisation ) . ,
.(EBITDA) and exceptlonal items _ o £13'9m ‘£|8‘§m
Profit before tax(PBT) , S . £269m £22.9m’

Revenue in 2018 has increased by 2.9% compared to 2017 due to the increased marketing effort during the year and an .
increase in sales price for some of the products. Qverall, the EBITDA has decreased by £4.9m mainly due to mcreased
marketing costs by £0.4m and £1.5m increase in staff cost and 1.3m increase in cross charge from service center.
However, profit before tax increased by £4.0m (17.5%) in 2018 mainly due to an increase in interest receivables on
" loans the amount of loan to the holding company has increased in the year by £33m principal risks and uncertainties

Senior management are aware of their responsibility for managing risks within their business units. Each business unit
head reports to the board on the status of these risks through mdnagement reports. Risk is regularly reviewed at board
level to ensure.that risk management is being implemented and monitored effectively. The board's policy is to ensure

" that the business units are empowered to run their business effectively and appropriately, bearing in mind the
requirements for timely decision-making and commercial reality. Through management reports, risks are highlighted
and monitored to identify potential business risk areas and to quantify and address the risk wherever possible.

§
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123-Reg Limited

Strategic report (continued)
For the ye ar cnded 31 December 2018

Commercial and general risk

Commercial and general risk arise due 1o the economic uncertainty. Standard form contracts are provided for
commercial use and to assist the commercial function to negotiate within approved parameters. Insurance policies are
regularly reviewed to ensure these are, adcquatc appropriate and in_line with the nature, size and’ complexity of the
business. .

Credit risk .

A credit risk may arise because of the non-payment by customers, the majority of the company's customers pay in

advance for services. Where services are supplied without advance. payment, a credit review of the customer is
performed if applicable or when there is evidence of continued non-payment.

Liquidity r lsk

Liquidity risk may arise due to overspendmg by the company. The company regularly forecasts cash flow to ensure
that sufficient cash is available from trading for tuture expenses and capital expénditure.

Going coneern

The company made a proﬁt in the current year and has net current assets and net assets. In assessing whether the'g g,orng, '
concern basis is appropriate, the directors take into account all available information about the future, which is at least,
but is'not limited to, 12 months from the date of approval of these financial statements. The directors have performed
this review at a company level and have also performed a review for thé entire group.

In making this conclusion, the directors have considered the letter ofsupport the company received from GoDaddy Inc.
confirming that it will provide financial support as needed for a perlod of at least twelve months from the date of
-approval of these financial statements.

The directors have a reasonable expectalion that the company has adequate resources to continue in-operational
" existence for the foreseeable future.

Thus they continue to adopt the going concern basis in preparing these financial statements.

Future developments

- The company plans to continue its existing activities.

A|ﬁpr0\'ed by the Board onid December 2019 and sign'ed on its behalf by’

Vs

J Waong
Director

(%)



123-Reg Limited-

Directors’ report
For the year ended 31 December 2018

The directors present their annual report on the affalrs of the company uuelher with the t‘mancnal statements and
auditor's report for the year ended 31 December.2018. :

Directors
The directors, who served throughout the year except as noted, were as follows: -

S Conyers (Resngned 09/10/2018)
- R Winslow .
] Wong -

Auditor

Each of the persons who is a director at the date of approval of this report. conﬁrms'that:

= so far as the dtrector is aware, there is no relevant audit mformanon of which the company's auditor is unaware;
and

'« the director has taken all the steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the company's auditor is aware of that information

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Compames Act .
2006.

Approved by the Board onQ December 20 19 and sngned on its behalfby

J Wong
Director



123-Reg Limited
" Directors’ responsibilities statement

The directors are responsnble for preparing the. annual report lncludmg the ﬁnancnal statements in accordance with
applicable law and regulations,

Company law requires the directors to prepare such financial statements for each financial Year Under that law the
directors have elected to prepare the financial statements in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework ('FRS 101%). 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 company and of the profit or Ioss of the
~ company for that penod In preparmg these financial statements, the dlrectors are requlred to:

+  select suitable accountmg pohues and apply them consnstently,
. makejudoements and accounting estimates that are reasonable and prudent;

-+ state whelher hn’lncwl Reporting Standard 101 Reduced Dlsclosure Framework has been followed, subject to any
material departures disclosed and explamed inthe ﬁnancnal statements; and

*  prepare the ﬁnancnal statements on the aomg concern basis unless it is mappropnate to presume that the company
will contlnue in business. X ‘

The dlrectors are responsible . for keeping adequate accounting records that are sufficient to show and explaln 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
'safeguardmg the assets of the company and hence for takmu reasonable steps for the preventlon and detection of fraud
and other lrregularmes




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF 123-Reg Limited

‘Opinion

We have audited the financial statements of 123-Reg Limited for the year ended 31 December 2018 which comprise
the Income Statement, the Balance Sheet, the Statement of comprehensive income, the Statement of changes in equity
and the related notes 1 to 28, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and. United Kingdom Accounting Standards
including FRS 101 “Reduced Disclosure Framework (United Kingdom Generally Accepted Accounting Practice).

In our opinion; the financial statements:
o give a true and fair view of the company’s affairs as at 31 December 2018 and of its profit for the year then ended; '
¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounung Practice; and

* have been prepared in accordance with the requnrements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
financial statements section of our report below. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relatmg to going concern

We have nothing to report in respect of the followmg matters in relation to which the ISAs (UK) require us to report ,
to you where:

e the directors’ use of the gomg concern basis of accounting in the preparation ofthe financial
statements is not appropriate; or- : .

+ the directors have not disclosed in the financial statements any identified material uncertainties, that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accountmg for a
period of at least twelve months from the date when the financial statements are authorised for issue. '

Other information
The other information comprises the information included in the annual report, other than the financial statements and
our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwrse A
explicitly stated in this report we do not express any form of assurance conclusion thereon

In connection with our audit of the financial statements, our responsibility i‘s to read the other information and, in.doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge

. obtained in the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or '
. apparent material misstatements, we are required to determine whether there is a material misstatement in the financial

statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of the other information, we are required to report that fact.

N 2
We have nothing to report in this regard.



'INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 123-Reg Limited (continued)

Opinions on other matt'ers prescribed by the Companies Act 2006

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

e ' the information given in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consrstcnt with the financial statements; and :

e the strategic report and drrectors report have, been prepared n accordance with apphcable legal requirements.

Matters on which we are requircd to report by exception

In the light of the knowledge and understandmg of the company and its environment obtalned in the course of the
-audit, we have not |dent|ﬁed material misstatements in the strategic report-or drrectors report.

We have nothing to report in respect ofthe followrng matters in relation to which the Compames Act 2006 requlres us

to-report to you if, in our opinion: :

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

* thefinancial statements are not in agreement with the accounting records and returns; or_

.o certain disclosures of directors’ remuneration specified by law are not made; or

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

- Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation.of
the financial statemenits and for.being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free- from materlal
mrsstatement whether due to fraud or error.

_In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a

going eoncern disclosing, as applicable, matters related to going concern and using the going concern basis of

accounting unless the directors erlher mtend to liquidate the comparny or to cease operatlons, or have no realistic
“alternative but to do so. :

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to ‘issue an auditor’s report that includes our opinion.
Reasonable assurance is’a high level of assurance, but is not a.guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatément when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to mﬂuence the economic
decrsrons of users taken on the basrs of these ﬁnancral statements. :
"A further des‘cription of our 'responsibilities for the audit of the financial statements is-located on the

Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This descrrpuon forms part
of our audrlor s report.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF 123-Reg Limited (continued)

Use of our report

- This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those’
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do notaccept or assume responsibility to anyone other than the company and the company’s members asa
body for our audit work, for this’ report or for the opnmons we have formed

R

Marcus Butler (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
London s '

Date: 06 December 2019



123-Reg Limited

Income statement -

For‘ th¢ year ended 31 December 2018

. ‘Revenue

Cost of sales

‘ Gréss proﬁt-

" Administrative expehses _

Operating proﬁ‘t

Interest receivable and similar income
Interest payable and similar charges
Profit before tax - -
Tax credit on'proﬁ;

Proﬁt for the year,

The above results were derived from continuing operations.

4 . 12018 2017 -
Note © £000 £000
s 58,995 57,360
(22,591) (21,043)

36,404 36,317

L(23,640) (19,730)

12,764 16,587

10 16,293 7,706
T 2,134) (1,372)
6 . 26923 22,921
12 1 46
27,215 22,967




123-Reg Limited .

Balance Sheet
For the year ended 31 December 2018

. Fixed assets
Intangible assets
Tangible fixed assets-

Investments in subsidiaries

Current assets
- Debtors: amounts falling due within one year
Cash at bank and in hand '

Debtors: amounts falling due more than one year

Total assets

Creditors: eﬁounis falling due within'(_)ne year
Net current assets - o
Total assets less eurrent liabilities
* Creditors: amounts falling due more than one year
Provisions for liabilities '
Total Liabilities
I;Je'( assets (Total assets — Total liabilities)
Capital and reserves .
'Called-up"share capital
Share premium
Shalje based payments reserve
*'Retained eamiﬁgs

"~ Total shéreh’oider's funds

Note

15
16

23
.23

23

2018 2017
£000 £000
5 26
2,206 2,769
53,704 53,704
55,915 56,499
393,335 330,655
1,788 1,570
395,123 332225
6,586 | -
i 457,624 332,225
(95,025) (46,740)
300,098 285,485
362,599 341,984
(14,842) - -
(940) (1,270
(110,807) (48,010)
346,817 340,714
205,282 205,282
37,453 37453
285 341
103,797 97,638
346,817 340,714

The financial statements of 123- Reg Limited (reglstratlon number: 05306504) were approved by the Board of ducctors

and authorised for issue on 2, December 2019. Thev were signed on its behalf by: .

i~

J Wong
Director



123-Reg Limited -

Statement of changes in equity

For the'year ended 31 December 2018

As at | January 2017
New share capital subscribed
Profit for the year
Share based optibné reserve
Total comprehensive income
As at 31 December 2017
*-Impact of change in accounting policy*
" Adjusted Total at 31 December 2017
Profit for the year '
Other comprehensive income
Share based opliohs reserve
Total comprehensive income

At 31 December 2018

" Share based -

Retained-

Called-up Share - payments

share capital premium . reserve earnings . . Total
£ 000 £ 000 : £000 £000° £ 000

| 205,282 37.453 | - 74,671 . 317,406
i . L 22,967 22,967

341 . 34l

- - - 22,967 - 23,3(58
205,282 37453 . 341 97.638 __ 340,714
- - | - (21,424) (2|‘424)'
205282 . 37453 34l 76214 - 319.290
2 L ; 127215 27,215

) - (56) - 368 312

- - (56) . 27,583 27,527
205,282 37,453 . 285 103,797 346,817

*The company has adopted IFRS 15 using lhc modified retrospecuve ‘(cumulative effect) imethod. Under this mc,lhod
.the comparat:ve information is not restaled See note 2. .




123-Reg Limited

‘Notes to the financial statements

For the year ended 31 December 2018

General information .

123-Reg Limited (the "company") isa private company limited by shares mcorporated in England and Wales
and domtmled in the Umted Kingdom under the Companies Act. :

The address of its reglstered office’is:

Sth Floor

The Shipping Buxldmn . , .

Old Vinyl Factory . o : o ot
-, 252 - 254 Blyth Road i ) C

Hayes .

Middliesex, Unlted ngdom

UB3 1HA

These ﬁnancnal statements are presented in pounds sterhno because that is the currency of the pnmary economlc
environment in which the _company operates

These financial statements are separate financial statements. The Company is exempt from the preparatnon and

-delivery of consolidated financial statements, because it is included in the group accounts GoDaddy Inc. The

group accounts of GoDaddy Inc. are avallable to the public and can be obtained as set out in note 28.

Going concern

. The company has net assets of £346,712,000 as set out in the ‘balance sheet on page 11.

‘In .assessing whether the going concern basis is appropriate, the directors take into account all available

information about the future, which is at least, but is not limited to, 12 months from the date of approval of these

. financial statements. The directors have performed this review at a company level and have also performed a

review for the entire group.. [n'making this conclusion, the directors have considered the letter of support the
company received from GoDaddy Inc. confirming that it will provide financial support as needed for a penod

of at least twelve months from the date of approval of these financial statements.

The financial statements: have beén prepared on the gomo -concern-basis, which the dlrectors believe to be

: approprtate for the following reasons:

The company ach|eved profit before tax of £ 26, 923 ,000 (2017 £22, 922 ,000)

lt hada posttlve cash balance at 31 December 20 1 8 of£l ,788, 000 (201 7 £1,570,000) and the dnrectors forecast
posmve cash flows for 2019

The directors have a reasonable expectation that the company has adequate resources to continue in operational

" existence for the foreseeable future. Thus they continue to adopt the going concern basis in preparing these financial
. Statements.



123-Reg Limited

Notes to the financial sfatemcnt_s (continued)
For the year ended 31 December 2018

2. Adoption of new and revised Standards-

Amendments to IFRSs and the new Interpretation that are mandatorlly eftectlve for the current year
New and amended standards and interpretations ,

The company applied- for the first time certain amendments to the standards which are effective for annual
periods beginning on or after 1 January 2018. The company has not early adopted any standards, interpretations -
or dmendments that havc been issued but are not yet effective.

'Th_e nature and the impact ofeach amendment is described below:

IFRS 15 Revenue fro"m Contracts with Customers

IFRS 15 supersedes 1AS 11 Construction Contracts, 1AS 18 Revenue and related Interpretations and it applies, with -
limited exceptions, to all revenue arising from contracts with its customers. IFRS 15 establishes a five-step model to
account for revenue arising from contracts with customers and requires that revenue be recognised at an amourit that
reflects the consideration to which an entity expects to be entitled in exchange for transferrmg goods or services to a
customer. :

IFRS 15 requires entities to exercise judgement, taking into consideration all of the relevant facts and circumstances

- when applymg each step of the model to contracts with their customers. The standard also spec;ﬁes the accounting for
the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract. [n addition, the
sstandard requires extensive disclosures. The Company adopted IFRS 15 using the modified retrospective (cumulative -
effect) method of adoption meaning comparative figures have remained unchanged The effect of adopting IFRS 15 is
as follows; . :

Impact on Income Statement (mcrease/(dccrcase) in proﬁt)

Adjustmcnts : o . ' 1 January 2018
_ - : L £000

‘Revenue i ' (a) . " (38,703)
Costofsales = . ‘ . () ' 17,279
Gross profit ) . o (21,424) .
Operating profit ‘ A o (21,424)
Finance costs : ‘ ' S o oo -
Profit-before tax : : (21,424)
Income tax expense 4 B - -

- Profit for the year . . (21,424)

Almpact on the Balance Sheet (mcrease/(dccrease))

Ad]ustments _ : I ‘ 1 January 2018
. - : : : £000
Assets . . -
Prepayments (b) T - 12,446
Total current ascets o . . 12,446
Prepayments (non-Current) . by . . 4,833
- Total non-current assets ) , 4,833 -
Total assets , o o © 17,279
Retained earnings . : (b) : 17,279
Total equity ~ S 17279



~

123-Reg Limited

Notes to the financial statements (continued)
For the year ended 31 December 2018

Liabilities o . : a
Deferred revenue : (a) . (28,520)
Total current liabilities . _ . ) : . . B (28,520)
Deferred revenue (non- . T (a) (10,183)
.current) - ;

Total non-current liabilities o A ©(10,183)
Total liabilities - : ) (a) (38,703)

Total equity and liabilities - ) (a),(b). ) . {(21,424)

The change did not have a materral 1mpact on the Statement of Other Comprehensive Income for the perrod other than
shown above.

(a) Domain sales

The company provides domain names to customers wlnch are valid for varying lengths between 1 and 10 years. The
company previously recorded domain name revenue in full on the date of the transaction. Upon adoption of IFRS 15,
the company now identifies provision of domain and domain name service (DNS) as one combined performance
obligation which is satisfied over the domain registration term. As such the company recogmzes revenue from domain
contracts over the length of the contract term. : :

The Balance Sheet at 1 January 2018 was restateti; resulting in: an'increase in short term deferred revenue liability of
£28,520,427 and a long term deferred revenue. liability of £10,183,000.” The statement of profit or loss for the year
ended 31 December 2018 was also restated, resulting in a decrease in. Revenue from domain names of £38,703.427.

(b) Domain costs

Before the adoptlon of IFRS 15, the Company accounted for the costs attributable to domain name sales in full at the:

-point of sale- Under IFRS 15, the company is'now deferring the incremental costs of obtaining the contract over the

same period revenue is recognized for the related domain registration as there is ongomg performance obligation to

'provrde the service.

The Balance Sheet at 1 January 2018.was réstated, resulting in: a short-term prepaid domain name asset 0f£12,445 620
and a long-term  prepaid domain name asset of £4,832,786. The statement of profit or loss for the year ended 31
December 2018 was also restated, resulttng in a decrease in domain name cost of sales of£t7,278,406.

[FRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recoonmon and Measurement for annual penods
beginning on' or after 1 January 2018, bringing together all three aspects of the accountmo for ﬁnancral mstrument%
classification and measurement; 1mpalrment and hedge accountmo

With the exccptton of hedge accounting, which the company applied prospectrvel) the company has apphed IFRS 9
using the cumulative effect (modrﬁed retrospectlve) method of adoptlon meaning comparatlve figures have remained
unchanged.

The application of lFRS 9 has not led to any material adjustments to the financial statements for either the current or

" prior year and therefore no disclosures on the effect of the adoption of IFRS 9 are provided.



123-Reg Limited

‘Notes to the financial statements (continued)
For the year ended 31 December 2018

3. Accounting policies

Summarv of significant accounting policies

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

Basis of accountmg

The company meets the definition of a qualifying enuty under FRS 100 (Flnanmal Repomng Standard 100)
1ssued by the:Financial Reporting Council. The financial statements have been prepared in accordance-with FRS
101 (Fmancral Reporting Slandard 101) ¢ Reduced Disciosure Framework’ as rssued by the Fmancral Reporting

" Council.

Summary of drsclosurc exemptions
The company has taken advantage of the following dlsclosure exemptions under FRS 101:

'i)

i)
iv)
v)

vi)

'vii')

viii)

ix)

x)‘

ii) |

the requirements of paragraph 17 of 1AS 24 Related Party Disclosures

the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered

into between two or more members of a group, provided that any subsrdrary which is a party to lhe
transaction is wholly owned by such a member .

the requirements of IAS 7 Statement of Cash Flows

the requirements of paragraphs 45b and 46-52 of IFRS 2 Share Based Payment because the share
based payment arrangement concerns the instruments of another group entity

the requirements of paragraphs 91-99.of IFRS 13 Fair Value Measurement .

the requirement in paragraph 38 of 1AS [ Presentation of Financial Statements to present comparatrve
information in respect of paragraph 79(a)(iv) ofIAS 1 and paraﬂraph 73(e) of IAS 16 Property Plant
and Equipment

‘the requirements of paragraphs 10(d), IO(t) and I34 136 of IAS 1 Presentation of Financial ‘

Statements

_the requirements opraragraph 30-and 31 of [AS 8 Accounting Polrces Changes in Accountm&,

Estimates and Errors
the requirements of IFRS 7 Financial Instruments: Dlsclosures

‘the requirements of paragraphs 6 and 21 of [FRS | Frrsl time Adoption of International Financial

Reporting Standards

Where relevant, equwalent disclosures have been given in the group accounts of GoDaddy Inc. The group
accounts of GoDaddy Inc are available to the pubhc and can be obtained as set out in note 28.

Investments in subsldlarles
. Investments in submdxanes are accounled for at cost less, where approprnate provrsrons for rmparrment



123-Reg Limited

Notes to the financial statements (c_ontinu_ed)
For the year ended 31 December 2018

‘3. 'Accounting policies (continued)
Tax . - .
‘The tax expense.represents the (sl;m of the tax currently payable and deferred tax.
Current tax ' ' .

. The tax currently payable is based on-taxable profit for the year. Taxable prot‘t differs from net profit as reported
in the income statement because it excludes items of income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible. The company’s liability for current tax is
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax

- Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit,

- and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will bé available against which deductible temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from the initial tecognition of goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither
“the taxab]e profit nor the accountmg profit. : '

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the-extent that it
is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance sheet
date. Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited
in other comprehensive income, in which case the deferred tax is also dealt with in other comprehensive income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the company expects, at the end of the reporting period, to recover or settle the carrym° amount'
of its assets and liabilities. -

Deférred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets .
against current tax liabilities and when they relate to income taxes lévied by the same taxation authority and the .
company intends to settle its current tax assets and liabilities on a net basis.

Current and. deferred tax for the year

Current and deferred tax are recogmsed in_profit or loss, except when they relate to items (hat are rccogmsed in’
other comprehensive income or directly in equity, in which case, the current and deferred tax are also recogmsed .
" in other comprehenswe income or directly in equity respectively.

Revenue recogmtlon

Revenue recognized from contracts with customers is disaggregated into categories that depict how the nature,’
amount, timing and uncertainty of revenue and cash flows are affected by economic factors. We report our revenues
in the following_categories:

Domains.

Domains revenue primarily consists of domain- reelstratlons and renewals, domain pnvacy domain application
fces, domain back-orders, aftermarket domain sales and fee surcharges paid to ICANN. Consideration is recorded
as deferred revenue when receivéd, which is typically at the time of sale, and revenue, other than for aftermarket
domain sales, is recognized over the period in which the performance obligations are satisfied, which i is generally
over the contract term.

Aftermarket domain revenue is recognized at the time when ownership of the domain is transferred to the buyer.
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' 123;ch Limited

Notes to the financial statements (confinuéd)
For the year endéd 31 December 2018 -

3. Accounting poliAcies' (continued) |
- Revenue recognition (continued)

Hosting and presence. .

- Hosting and presence revenue primarily corisists of website hosung products, websute building products websne
_security products and online visibility products. Consideration is recorded as deferred revenue when received,
which is typically at the time of sale, and -revenue is recognized over the period in whlch the perforrmnce
obligations are satisfied, which is generally over the contract term.

Business applications.

Business applications revenue prlmarlly consists of third-party productivity appllcauons emall accounts and emaal .

. marketing tools. Consideration is recorded as deferred revenue when received, which is typically at the time of

". sale, and revenue is recognized over the period in which the performance oblwauons are sat:sf'ed which is
generally over the contract term.

Foreign currencies

The financial statements are presented in pounds sterling, which is the currency of the primary economic
environment in which the company operates (its functional currency).

Transacuons in currencnes other than the company’s functional currency (forelg,n currencnes) are recognised at the
rates of exchange prevzulmg on the dates of the transactions. At each balance sheet date, monetary assets and
liabilities that are denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated in foreign currencies are translated at the rates prevailing
at the date when the fair value was determined. Non-monetary itenis that are measured in terms of hlstorlcal cost
“in a foreign currency are not retransiated.

E\change dlfferences are recognlsed in-profit’or loss in the perlod in which they arlse

Tangible fixed assets

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for impairment.

Depreciation

Depreciation is recoonvised so as to write off the cost or valuation of assets (other than- free land and properties
* under construction) less the\r residual values over thelr useful lives; using the straight- lme method on the following

bases ‘ '

Asset class - ' Depreciation method and rate

Leasehold improvements - ~ shorter of the lease term or useful economic c life .
" Network infrastructure : 2 to 10 years-

Fixtures, fittings and office equipment 3.to 7 years

Motor vehicles N . 2t0 10 years

The estimated useful lives, residual values.and depreciation method are reviewed at the end of each reporting
period, with the effect of any chanoes in estimate accounted for on a prospective basis.



123-Reg Limited

Notes to the financial statement‘s:(continped),
For the year ended 31 December 2018

3. Accounting policies (continued)
Tangible fixed assets (continued)

Assets held under finance leases are depreciated over thelr expected useful lIVES on the same basis as owned assets
or, where shorter, over the term of the relevant lease.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. The gain or loss arising on the disposal or scrappage of an

asset is determined as the difference: between the sales proceeds and the carrymg amount of the asset and is
_recognised in income. :

~ Intangible assets

The costs incurred to acquire and bring to use specific computer software licences are capitalised.

Amortisation

The costs are amortised on a straight-line basis over the expected useful lives, from the date it is available for use,’
not exceeding three years. Costs associated with maintaining software are recognised as.an expense as incurred.

-‘In.lpairment of ta_ngible and intangible assets

At each balance sheet date, the company reviews the carrying amounts of its tangible and.intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated to determine the extent of the impairment loss (if any).
Where the asset does not generate cash flows that are independent from other assets, the company estimates the
recoverable amount of the cash-generating unit to which the asset belongs. When a reasonable and consistent basis
of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be identiﬁed'

An.intangible assét with an mdeﬁmte useful llfe is tested for 1mpa|rment at least annually and whenever Ihere is an
indication that the asset may be impaired.

_ Recoverable amount is the higher of fair value fess costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax.discount rate that reflects current
market assessments of the time value of money and the nsl\s specnﬁc to the asset for which the estimates of future
cash flows have not been adjusted :

'If the recoverable amount of an asset (or cash- -generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An 1mpa1rment loss is
recognised immediately in profit or loss; unless the relevant asset is camed at a revalued amount, in which case the
impairment loss is trcated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash- -generating unit) is
_increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no lmpalrment loss been recognised for the asset
(or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the lmpalrmenl Ioss is
treated as a revaluation increase.
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123-Reg Limited

Notes to the financial statements (continued)-
For the year ended 31 December 2018

3. Accounting policies (continued)

Provisions

Provisions are recognised when the company has a‘present obligation (legal or constructive) as a result of a past
event, it is probable that the company will be required t to settle that obllgatlon and a reliable estimate can be made
of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cash flows estimated to settle the present obligation, its-carrying amount
is the present value of those cash flows (when the effect of the time value of money is material). '

‘When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, a receivable is recognised as an asset if it is virtually certain that reimbursement wrll be received and the
amount of the recelvable can be measured relrably

Leases

Where assets are financed by leasing arrangements that give rights approximating to ownership (finance leases);
the assets are treated as if they had been purchased outright. The amount capitalised is the present value of the
minimum lease payments during the lease term. The corresponding léasing commitments are shown as amounts
payable to the lessor. Depreciation on the relevant assets is charged to the income statement:

Lease payments ‘are analysed between capital and interest components. The interest element of the payment is
charged to the income statement over the period of the lease and is calculated so that it represénts a constant

~ proportion.of the balance ofthe caprtal repaymenls outstanding. The capital part reduces the amounts pavable to
the lessor.

AII other leases are treated as operating leases Their annual rentals are charged to the mcome statement on a
straight-tine basrs over the term of the lease. :

Reverse premiums and snmllar incentives received to enter into. operatmg lease agreements are released to the
income statement over the period to the date on which the rent is first expected to be ad;usted to the prevailing
market rate. :

. When some or aIl of the economic beneﬁts required to >enle a provision are expected to be recovered from a third.
party,.a receivable is recognised as an asset if it is virtually certain that rermbursement will be received and the -
amount of the réceivable can be measured rehably N :

Onerous contracts )

Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract
is considered to- exist where the Company has a contract under which the unavoidable costs of meeting the
obligations under the contract exceed the economic benefits expected to be received under jt.

Deﬁned contnbutlon pension obligation

The company contributes to the personal pensron schemes of certain employees f\mounts charoed in the income
statement represent amounts pavable in the penod

Financial instruments

Financial assets and financial liabilities are recognised in the company’s balance sheet when the company becomes
a party to the contractual provisions of the instrument. Financial assets and financial. liabilities are initially
measured at fair value. Transaction costs that are directly attributable to the acquisition or issue of financial assets-
and financial liabilities (other than financial-assets and financial liabilities at fair value through profit or loss) are
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Notes to the financial statements (continued) .
For the year ended 31 December 2018

3. Accountmg policies (contmued)

Fmancnal instruments (continued)

added to or deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
" recognition. Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit or loss.

‘Financial assets

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset
is under a contract whose terms require delivery of the financial asset within the timeframe established by the
market concerned, and are initially measured at fair value, plus transaction costs, except for those financial assets
classified as at fair value through profit or loss, Wthh are initially measured at fair value.

Financial assets are clasmﬁed into the following specified categories: financial assets ‘at fair value through profit
or loss’.(FVTPL) and ‘loans and receivables’. The classification depends on the nature and purpose of the financial
assets and is determined at the time of initial recogmtlon

Financial liabilities and equity
Debt and equity instruments are classified as either ﬁnancial’liabilitigs or as equity in accordance with the substance
of the contractual arrangement. )

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
_of its liabilities. Equlty instruments issued by the company are recognised at the proceeds received, net of direct
issue costs.

Repurchase of the company's own equity instruments is recognised and deducted directly.in equity. No gain or 1oss
is recognised in profit or loss on the purchase, sale, issue or cancellation of the company's own equity instruments.

Financial liabilities
Initial recogmtlon and measurement

Financial liabilities are classified, at mmal recognition, as financial habllmes at fair value through profit or Ioss
) loans and borrowmgs payables, or as denvanves designated as hedging instruments in an effective hedne as
" appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables,
net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables and loans and borrowmgs mciudmg bank
* overdrafts.

Subsequent measurement
" The measurement of financial liabilities depends on their classification, as described below:
_Financial liabilities at fair value through profit or loss

F mancnal liabilities at fair value through profit or loss include financial liabilities held for tradmg and ﬁnancnal
liabilities designated upon initial recognition as at fair value through prof't or loss. -
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Notes to the financial statements (continued)
For the year ended 31 December 2018

3. Accounting policies (continued).
Financial instruments (continued)
Financial liabilities at F VTPL(COlIfiIlued)

Financial liabilities are classified as held for tradmg if they dre mcurred for the purposc of repurchasing in the
near term,

Gams or losses on liabilities held for trading are recognlsed in the statement of profit or loss.

Financial liabilities designated upon initial recogmtlon at fair value through pfoﬁt or loss are designated. at the
initial date of recognition, and only if the criteria in [FRS 9 are sausﬁed The Group has not designated any
ﬁnanc1a1 liability as at fair value through profit or loss. *. ) .

Loam' and borro wmgs

ThIS is the cateoory most relevant to the Group. After initial recognmon interest-bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains and losses are recognised in profit or loss
when the liabilities are derecognised as well as through the EIR amortisation process. Amortised cost is calculated
by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR.
The EIR amortisation is included as finance costs in the statement of proﬁt or Ioss “This category generally applles
to interest- -bearing loans and borrowings.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
" When an existing financial liability is replaced by another from the same lender on substantially different terms, or
-thé terms_of an existing liability are substantially modified, such an exchange or modification is treated as the
derecognition of the original liability and the recognition of a new llabxhty The dlfference in the respective carr) ing
amounts is recognised in the statement of profit or loss.

Financial liabilities at FVTPL are stated at fair value, with any gams or losses arising on remeasurement recognised
in'profit or loss. The net gain or loss recogmsed in profit or loss mcorporates any interest pa:d on the ﬁnancual-
llablllt) . :

Oleer Ji nanc:al liabilities
Other financial liabilities, mcludmg borrowings, are mmally measured at fair value, net of transaction costs.

Other financial liabilities are subsequ_ently measured at amortised cost using the effective interest method, with
interest expense recognised on an’effective yield basis.

The effective interest method is a method of calculating the amortised cost of a finiancial liability and of allocating

" “interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the financial liability, or, where appropriate, a shorter period, to
the net carrying amount on initial recognition. '

Share based payment -
Equity Settled Optmns

The ultlmale parent company issues equlty-settled share based payments to certain employees. The cost of equity-
_settled transactions with employees is measured by reference to the fair value at the date on which’ thev are granted
and is recognised as an expense aver the vesting period. which ends on the date on which the relevant emp103 ees
become fully entitled to the award.
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Notes to the ﬁnancral statements (contmued)
For the year ended 31 December 2018

3. “Accounting policies (continued) .

Share based payment (continued) -

No expense is recognised for awards that do not ultimately vest, except for awards where vesting’is conditional
upon a market vesting condition or a non-vesting condition, which are treated as vesting irrespective of whether or
“not the market vesting condition or non-vesting condition is satnsﬁed provided that all other non-market vesting
condmons are satisfied. ’

At each balance sheet date before vestmg the cumulative expense is calculated representing the extent to which
the vesting period has éxpired and management’s best estimate of the achievement or otherwise of non-market.

vesting conditions and of the number of equity instruments that will ultimately vest. The movement in cumulative
expense since the previous balance sheet date is recognised in the income statement, with a corresponding entry in

equity. Where the terms of an cquity- settled award are modified or a new award is designated as replacing a
cancelled or settled award, the cost based on the ongmal award terms contmues to be rccoomsed over the ongmal
vesting period. :

In addition, an expense is recognised over the remainder of the new vesting period' for the incremental fair value

of any modification, based on the dlfference between the fair value of the original award and the fair value of the

* modified award, both as measured on the date of the modification. No reductlon is recogmsed if this difference is
eoatrve :

Where an equity-settied award is cancelled (including when a non-vesting condition within the control of the entity

or employee is not met), it is treated as if it had vested on the date of cancellation, and any cost not yet recognized

in the income statement for the award is expensed immediately. Any compensation paid up to thé fair value of the

award at the cancellation or settlement date is deducted from equny, with any excess over fair value being trcated
" as an expense in the income statement.

" . The company applies the accelerated vesting attribution method to recognizeequity-baséd compensation 'ekpen’se.
". The company recognize the expense separately for each vesting tranche. The company also estimates when and if
perfonnance based awards will be earned. If an award is not considered probable of being earned,

~ no amount of expense is recognized. If the award is deemed probable of being earned, the expense is recorded
" over the estimated service period.

Fair value measured usmg the B]ac;k-S'choles option pricing model takes into account the following inputs:

. the éxercise price of the option;

. ‘the life of the option;

. . the. market price on the date of grant of the option;
« . the expected volatility of the share price ;

. the dividends expected on the shares; and

. " the risk free interest rate for the life of the option

The expected life used in the model has been adjusted, based on management s best estimate, for the effects of
non-transferability, exercise restrictions and behavioural conditions. .

Thie liability is remeasured to fair value at each reporting date up to and including the settlement date, wrth changes .
in falr value recognised in profit or Ioss for the perrod
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Notes to the financial statements (continued)
For the year ended 31 December 2018

4. Critical accounting Judgemcnts and key sources of cstnmatlon uncertmnty

The preparation of financial statements requires management to makejudgements estimates and assumpnons that
affect the application of policies and reported amount of assets and liabilities, income and expenses. The estimates
and -associated assumptions are based on historical experierice and various other factors that are believed to be
reasonable under the circumstances, the results of which form a basis for making theJudeements about the carrying
value of assets and liabilities that are not readily apparent from other sources.

The directors have reviewed the estimates and- assumptlons used in the preparation of the ﬁnancml statements. fhe ;
directors do not believe that there is a significant risk which would lead to material adjustments to the carrying
value of any assets and liabilities in the next financial year due to the changes on the estimates or assumpuons

In making its decision surrounding revenue rccoonmon management have consndered the detailed criteria for
revenue from the sale of goods and rendering of services set out in IFRS 15 Revenue from contracts with customers.
The directors are satisfied that recognition of revenue in the current year is approprlate in conjunction with
recognition of an appropnate provision.

5. Turnover

" The analysis of the company's turnover-is as follows:

All turnover has arisen in the United Kingdom and is attributable to the company's principal activity.

2008 . - 2017

‘ © £000 £000

Domains . o ' ‘ . 36,903 35,057
Hosung ’ . . . 12,149 - 13,232
Presence and commerce T . : 2,927 <2021
Business Applications .- ) . ) ' - - 7,016 - 7,050
o - ' ‘ 58,995 .~ 57,360

" 6. Profit before tax

' Profit for the year has been arrived at after charging/(crediti'ng): o )
‘ 2018 . 2017

, , £000 - £000

Deprec.ialion of tangible fixed assets . . . : 1,223 1,581
Amortisation of intangible assets . R 21 477
Operating lease expense - property . : 359 ' 298

Marketing and PR - ) ) 3,577 3,223

7. Auditor's remuneratlon .
Fees payable to Ernst & Young LLP and their associates for the audn of the company s annual accounts were
£57,600 (2017: £50,000). There were no non-audit services.
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Notes to the financial statements (continued)
For the year ended 31 December 2018

- 8. Staff costs’
The average mohthly number of employees (ihcluding executive directors) was:

2018 - 2017

No. No.
Technical and customer operations ' ‘ . 150 ' 125
. Sales and marketing . . : . ' o34 - 34
Management and administration a ' _ 39 41
' ' 223 200
Their aggregate remuneration comprised: A ,
o 2018 2017
. - £000 £000
Wéges and salaries . B : _ . : 8,386 7,526
Social security costs . o . : , 978 767
Other pension costs . : : v ’ 208 - 176
- ' 9,572 8,469
9. Directors’ rgrhuneration
. The directors' remuneration for the year was as follows: .
‘ ‘ 2018 - 2017 .
£ 000 - £000
Remuneration S a S . 338 335
In respect of the highest paid director: - - ‘
' 2018 . 2017
£ 000 4 £000
Remuneration ' : ‘ ' < 210 A 151
There are no post retirement benefits accrued. o
10. Interest receivable and similar income ]
' ' 2018 ‘ 2017
£ 000 .. £000
Interest on loans from group undertakings . ' ‘ 16,284 o 7,706
Other finance income o L o 9 - -
' - 16,293, ’ 7,706
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Notes to the finanéial.st_atements(con.tinued)
"For the year ended 31 December 2018

11. Interest payable and similar charges

Interest on loans from group-undertakings

Other finance costs . - .

12. Tax on prot‘t on ordinary dC(lVlthS

Tax (credlted)/charged for lhe year in the income statement

Current taxation ..
UK corporation tax charge

Deferred taxation .

Arising from origination and reversal oftemporary
differences ‘
Arising from adjustments in respect of prior penods

" Effect of tax rate Achange on opening deferred tax balance

Total deferred taxation (see note 13)

" Tax (credit)/charge for the year

2018 2017
£ 000 £000
2,104 1,338

30 34
2,134 1,372
2018 - . 2017
£ 000 . £ 000

- (148) 271
- (144) (280)
- G-
(292) (46)
(292) (46)

The tax on profit before tax for the year is lower than the standard rate of corporallon tax in the UK of 19% (2017

19.25%).

" The charge for the year can be reconciled to the profit é.nd loss account‘aé follows:

Profit before tax

Corpora’tion tax at standard rate 19%

" Fixed asset dnfferences
‘Increase from effect of expenses not deductlble in
. determining taxable profit (tax loss) -
Group relief
Effects of adoption of new accoununo standards
Adjustments to tax charge in respect of previous penods -
deferred tax
Rate changes

2018 2017
£ 000 ©£000
26,923 22922
5,115 4,412
60 109
(1,252) . (4,249)
4,071) . .
(144) (280) .
- (38)
" (292) (46)

Tax (credit)/charge for the yeaf

The future tax cha-rgg will be reduced to below the UK standard rate by the availability of tax losses.



123-Reg Limited

- Notes to the financial statements (continued)
For the year ended 31 December 2018

13. De'fe rred tax

The following are the major deferred tax assets recogmsed by the company and movements thereon durmg the
current and pnor repomng period.

Other timing

differences =~
. 4 ‘ ~£000
At Janvary 2017 : . : 1,885
Credit to income statement : : : o 46
At 1 January 2018 : o ' - 1,931
Credit to income statement I : ) e . 292
At 31 December 2018 4 ' , ‘ 2,223

Deferred tax assets are offset where the company has a legally enforceable right to do so. The followmg is the
analysns of the deferred tax balances (after offset) for financial reporting purposes:

2018 2017

£000 £000
-Deferred tax assets ‘ ' o o ‘ 2,223 -~ 1,931
' o ' 2223 1931
14. [ntai.ngible assets ,
’ Patents and . Total
licenses £ 000
4 £ 000 '
Cost or valuation ~ o o . .
At.1 January 2018 ' - . 1,430 . 1,430
Additions ' o ’ o : 4 ‘ _ - ' -
"At 31 December 2018 - . . . . B 1,430 - 1,430
Amortisation ‘ . . :
At 1 January 2018 S 1,404 1,404
Amortisation charge . . : S . - 21 . 21
At31 December 2018 - . 1425 1425
Carrying amount o o ' : ‘
At 31 December 2018 . o . , -5 : 5

"At31 December2017 - - ' . S 26 26
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Note;i to the financial statements (continued)v
. For the year ended 31 December 2018

15. Tangible fixed assets

‘Furniture, : " Other

Land and fittings &  property, plant -
_buildings. - equipment - -& equipment Total :
A £ 000 £000 - £000 - £000 - -
_Cost or valuation . : . ' : S
At | January 2018 ’ | 5,917 403 2,554 . 8,874
-Additions . C. 365, ‘ 12 | 283 . 660
. Disposals - . : (17) 0 6y 33)
At 31 December 2018 . ' 6,265. _ 415 2,821 _ 9,501
Depreciation ' S : ' o :
At | January 2018 . 4,251 - 229 1625 ’ .o 6,105
Charge for the year - 882 ’ 5 336 . 1,223
Disposals o » B (7 0 . (e . (33) .
~ At31 December 2018 . 5,116 234 1,945 7,295
. Carrying amount ‘ L - o : .
At 31 December 2018 : 1,149 ' 181 ) - 876 2,206
At31 December 2017 . 1,666 174 . 929 12,769
16. Investment in subsidiaries
Cost or valuation . ' - o , ' : : £ 000
. lJanuary 2018 : . . 53,704
Carrying amount i : . o
At 31 Decemnber 2018 o : o 4 (53,704 . -
At 31 December 2017 o : . 53,704

The indirect investment in PlusServer Deutschland GmbH, PlusServer France SARL, PlusServer GmbH and MCS
GmbH were sold in August 2017. The proceeds were returned to 123-Rég Limited in the form of return of capital
and subsequently transferred to its parent company Host Europe Group Limited under a.loan agreement.

. Details of the company's subsidiaries as at 31 Decembér 2018 are as follows:

Name . . Regiétered Office  Principal activity -
 Directly held : A -
GoDaddy Deutschland GmbH (formerly Host™ d . . Intermediate holding company
Europe Internet GmbH) ' ' - B S
Webfusion Internet Solutions Limited © Intermediate holding company

_Indirectly held

Datadock SARL . ST a ' " Telecommunicaitons |
Domainfactory GmbH . b - Telecommunications
GoDaddy Services SRL (formerly HEG - ( Telecommunications
Services SRL) ; ’ . : :

Host Europe GmbH =~ ~ d . Telecommunications

27



123-Reg Limited

" Notes to the financial statements (continued) ..
For the year ended 31 December 2018

. 16. Investment in subsidiaries (continued).

Host Europe Suisse. AG

: e

- HEG US Inc (formerly Serverdyou Inc.) f
Velia.Net Internetdienste GmbH . g
Velia.net (HK) Ltd h
WorldHostingDays GmbH

L

WorldHostlnaDaysUSA Inc.

" Registered Office

‘Telecommunications

Telecommunications
Telecommunications

Telecommunications.

Telecommunications

Telecommunications

- Unless otherWlse referenced the reglstered office of the company’s subsidiaries i is: 252-254 Blyth Road 5th Floor,

The Shlppmo Bmldmg, Old Vinyl Factory, Hayes, Middlesex, England UB3 {HA.

a) lrue du Havre, 67100 Strasbourg, France
b) Oskar-Messter Strasse 33, 85737 Ismaning, Germany
c) lasi, Bulevard Carol I'nr. 3, étajele 2-4, jud. fasi, Romania
) " Hansestr. | 11 51149 Cologne Germany - _
- €) . Technopark Luzern, D4 Platz 4, 6039 Root Langenbold Switzerland
. f) 210 North Tucker Boulevard, Suite 910, St Louis, MO 63101, USA
g) . Hessen-Homburg-Plati i, 63452 Ha;nau, Germany
‘h) Unit 701, The Workstation, 43 Lyndhurst Tefracc, Hong Kong

1) ' 251 Little Falls Drive, Wilmington, New Castle County, Delaware 19808,

17. Debtors: amounts falling due within one year

Trade debtors. .
Amounts owed by group undertakings
Social security and other taxes

. Corporation Tax asset
Contract Assets

USA

2017

Prepayments and accrued income

All amounts shown under debtors above fall due within one year.

2018
£000 £000
229 6l
379,924 326,842
o - 1,932
1,758 1,000
110,782 . 362
© 642 458
393,335 330,655
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18. Debtors: amounts falling due more than one year

Contract Assets

Deferred Tax asset -

19. Creditors: amounts falling due within one year

Trade creditors
" Accruals and Contract liabilities
Amounts owed to group undertakings
© Social security and other taxes
‘Other creditors.

20. Creditors: amounts falling due more than one year

Contract liabilities (Deferred Revenue)

2018 2017
£000 £000
14,363 .
2,223 ;
6,586 ;
2018 2017 -
£000 £000.
2,161 1,874
31,557 6.571. .
159,300 - 36,371
1,971, 1,843
36 81
95,025 46,740
. 2018 2017
.£000 £000
14,842 ;
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Notes to the financial statements (continued)
For the year ended 31 December 2018 -

21.

‘22,

Provisions ‘
2018 - 2017
£000 £000
Dilapidations provision ‘ o 940 T927.
- Onerous lease provision : g . o - 343
Legal provision = - ' ' . . - S
' 940 1,270
.Dilapidatio.ns Onerous lease :
provision provision. . Legal provision - = Total
.£ 000 £000 - £ 000 - £000
Provided in the year : 13 . - o 13
Release during the year : R : T (343) . co (343)
“Utilisation of provision - - L o - ' . - : -
Unwinding of provision . - - L - -
' 940. . - S 940

The provisions as of 31 December 2018 relaté to the leases on unutilised office and car park space which expire at
various dates up to 2021 and dilapidations provisions. On 28 September 2018 a sum of £99,000 was paid to

surrender the lease on the car park therefore extmgu:shmg the remaining onerous lease provnsnon on that date of
£343,000. :

Share based payment reserve

The following options relate to Ordinary shares in the ultimate controlling enmy GoDaddy, Inc.

The ultimate parent compary grant options at exercise prices equal to the fair market value of our Class A common

. stock on thie grant date. They grant Non-Qualified stock options, RSUs and PSUs vesting solely upon the continued

employment of the recipient (Time Options) as well as awards vesting upon thie achievement of annual or |
cumulative financial-based targets coinciding with companies fiscal year (Performance Optlons) “They recognize

the grant date fair value of equity-based awards as compensation expense over the required service period of each
award, taking into account the probability of the company’s achievement of associated performance targets.

Accordmg to-the award terms, Time Options vest equally on each of the four or five successive anniversaries of
the vesting commencement date, and Performance Options vest based on the achievement of pgedetermmed
-performance targets in each of the successive four or five fiscal years. In the event the performance targets aré not

. achieved in any given year, the Performance Options for such year will subsequently vest upon the achievement of

cumulative performance targets in the following fiscal year.
~ Each of these optlons whether Time Optlons or Performance Options, have a contractual term.of ten years.

Stack Optmnv



123-Reg Limited

‘Notes to the_ﬁnahci'al-statémcnts (continued)
For the ycar ended 31 December 2018 '

2018

oo .Weighted Avg Total Fxpense
2018 C. 2018 . remaining 2018
No. " WAEP(£) = contractual life - 000
Outstanding at 31 December 2017 . 11,902 ‘ . 9.43 .. 49
~Granted during the year . - . - -
Forfieted _ (11,902) S S “9)
Exercised : ' . . _ . ) .

Expired during the year ' S ; -
- Qutstanding at 31.December 2018 . . - 3 -

The input .rssumptxons used in 1he Black-Scholes optlon prlcmg model are; Risk-free interest rate 2.103%,
E\(pected term 6.11 years, and Volatility 37.70%. '

All options granted will be eh«uble to be exercised as long as the followmg vestmg condmons are sausfed

¢ 25% will vest on the one year anniversary of the vest begin date and the remammg 75% will vest in 12
equal, quarterly instalments thereafier .

. * Subject to continudus employment with the Company
All of the Stock options were forfeited during the year.
Restric_ted Stock Units (RSUs)( Time Options)

2018

) Remaining - Total Expensc
- 2018 2018 _contractual . - 2018°
. No. WAEP(£) life in years .- 000
Outstanding at 31 December 2017 24,386 -39 ' 242
Granted during. the'year - 6,853 - - o . 304
Forfeited E ) . - : - o - . (269) .
" Exercised - o : (8,789) 51.99 - - : -
Expired during the year . _ - - - -
Outstanding at 31 December 2018 22,450 - ©1.42 277

The employees were granted restricted stock units (RSU)in the parent company during the year when the market
value per share were between $65.33 and $74.13.

All RSUs granted will vest as follows:

e 25% will vest on the first day of the month following the one year anniversary of the vest begm date and the
- remaining 75% will vest in 12 equal quarterly instalments thereafter
e Sub_;ect to continuous employment with the Company
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Notes to theé financial statements (continued)
" For the year ended 31 December 2018

Pérformarice Stoek Units (PS1is) (Performance.Options) .
A ' ’ ) o " 2018

Remaining Total Expense

2018 2018 contractual - . 2018

No. WAEP(£) life in years 000

‘Outstanding at 31 December2017 -~ 4,674 - o231 49
Granted during the year . . 4718 - . - 8

~ Forfeited o p : (4,674) - , - - : ©(49)
Expired during the year B o _ R e -
‘Outstanding at 31 December 2018 . 478 - 1.72 8

There is one (1) employee who has been granted stock options in the parent company during the year when the
market value per share was $74.13

All PSUs granted will vest as follow

e  The grant will be dmded into 4 tranches with 4 different performance years and each tranche will vest in
the first quarter of the year following the apphcable performance year if the performance metrics are met
and the Board approves vesting.

. Subject to contmuous employment with the Company

The PSUs granted durrng 2017 were forfelted during the year.

Where relevant equivalent drsclosures have been grvcn in the group accounts of GoDaddv Inc. The group accounts »
. of GoDaddy Inc. are available to the public and can be obtained as set out in note 28.

23. Called- up share capital and reserves
Allotted, called-up and fully paid shares .
2018 © 2018 2017 2017

No. £ 000 . No. - £000
Ordinary shares of £0.01 each _20,528,153,554 205282 _20.528,153,554 . 205,282 -

~ Shareholders-of all ordinary shares are entitled to one vote for every share.

.. The ordmary shares have no entitlement to dividends except with specral approval, untrl the group sells all or part
‘of its operating business.

The company s other reserves are as follows

Share premium-

The share premrum reserve contains the premium arising on issue of equity shares, net of issue expenses

Retained earnmgs _'

The retamed earmngs reserve represents cumulative profits or losses, net of dividends paid and other adjustments.
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‘Notes to the financial statements (continued)-

For the year ended 31 December 2018

24

26.

. Obligations under leases and hire purchase contracts

Operating leases

At the balance sheet date the company had outstandmo commltments for future minimum lease paymcnts under
non- cancellable operating leases, which fall due as follows:

2018 2017

. ' ) - £000 - , £000
Within one year : . ' . 298. : 433
Intwo to five years ' _ , 500 : 770
In over five years - : - ‘ . o - ) 7

: o ' ‘ 798 - 1,210

The amount of non- cancellable operating lease payments recogmsed as an expense durmg the year was £359 377
(2017 £298,316). - :

. Pension

The company does not operate an occupational pension scheme but makes a percentage contribution of qualifying
salary to certain employees' personal pension schemes. The amount charged to the income statement in respect of -
such contributions was £207,893 (2017: £176,000). The outstanding contributions to the pens;on scheme at the

' vbalance sheet date were £34,689 (2017: £29,000),

E-vents after the Balance sheet date

GoDaddy Deutschland GmbH (“GDD”). a wholly owned subsidiary, issued a dividend of 200 million Euros
(£170.6 miilion) to 123-Reg Limited (“123-Reg”). The dividend was satisfied by the issue of promissory notes
from GDD to 123-Reg for the same amount. One promissory note was for 100 million Euros with an interest rate
of 3.50 percent and a term of five years, and another promissory note was for 100 million Euros with an interest
rate of 4.00 percent and a term of ten years. 123-Reg subsequently increased the capital contribution reserve of its

" wholly owned subsidiary, Webfusion Internet Solutions Limited (“WIS”), by £170.6 million, assigning all of 123-

27.

Reg’s rights and obligations with respect to the 200 niillion Euros of promlssory notes with GDD to WIS. All
these events occurred on-the 27 March 2019. :

Related Pa rties

2018 . . 2017
£000 , £000
Amounts owed by group undertal\mgs : : o : "37§,924 4 326,842
Amounts owed to group undertakings ' ‘ - (59,300) . (36,371)
‘ ' C 320,624 - .290,471 °

"123-Reg Limited has inter-company relatlonshlps within the group and supply services to each other. The amounts '

owed to and paid to are fully recoverable and payable. The increase in the amounts owed by group undertakings is
ductoa loan of £33,528,000 to Host Europe Holdings Lmnted

W
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. Notés to the financial statements (continued)
For the year ended 31 December 2018

28 Immediate and ultlmate parent company and controlling party
The immediate parent company during the year ended 31-December 2018 was HEL Bideo Lmuted

The ultimate parent company is GoDaddy Inc., a company incorporated in the United States of Amerlca and
publicly listed, which is the parent company of the smallest and largest group to consolidate these f'nancml
statements. . .

The consolidated financial statements of GoDaddy lnc are publicly available on the GoDaddv websne GoDaddy
Inc. is also the ultimate controlling party. . :
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