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Zeno Communications (UK) Limited .
Strategic Report
For the year ended 30.June 2018

The directors present the strategic report and financial statements for the year ended 30 June 2018.

Review of the business’

The principal activity of the company contrnued to be that of a public relatrons service, wrth a core focus on
clients within the Consumer, Health, Corporate and Technology sectors.

Following company acquiring the group Jungle Communications (Holdings) Limited on 25 January 2016, and
subsequent purchase of the trade and assets of 3 Monkeys Communications Limited on 31 March 2016, this
year represents the second full year of trading of the larger business. In the period since the company purchase
of the trade and assets of 3 Monkeys Communications Limited it has performed in line with expectations.

2018 saw gross profit of £8,306,042 reported, an increése of 10.5% on 2017 from £7,513,897.

An operating loss of £914,580 was reported in 2018 (2017: loss of £1,196,886), which includes amortisation of
£1,354,931 (2017: £1,335,860) of intangible assets recognised on .the transfer of trade and assets from 3
Monkeys, Communications ‘Limited on 31 March 2016. Also included were costs directly associated with the
acquisition of Jungle Communications (Holdings) Limited of £141,957 (2017: £341,077). Therefore the
underlying operating profit was £582,308 (2017: £480,051). The i increase in underlyrng operating profit is due
to growth in gross profit, effrctencres of scale operatrng a larger business.

‘ Despite the operating loss the net liabilities position at the end of the year reduced to £345,575 (2017: net
liabilities of £1,551,007) primarily as a result of a capital contribution of £2,240,000 from Zeno Group The‘
Netherlands BvV.

Business environment

The public relations market in the United Kingdom is highly fragrrrented and competitive. Within this competitive
- market, the company achieved a ranking of 38 in the 2018 PR Week league tables (2017: 42).

'Future developments

The company is in a strong position to take advantage of new business opportunities. The acquisition of Jungle

Communications (Holdings) Limited, and subsequent transfer of all clients and employees of 3 Monkeys

Communications Limited in 2016 was successful, and a number of new client wins have seen Gross Profit

continue to grow in 2018. We are confident that the company will match its current level of performance in the
future

" Strategy ' ' . ‘ \
_ The company’s overriding objective is to achieve attractive and sustainable rates of gross profit and operating’

profit growth primarily through maintaining and expanding its client base off the back of high quality work, and
by leveraging its now much larger footprint within the UK public relations marketplace.
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Zeno Communications (UK) Limited
Strategic Report (Continued)
_For the year ended 30 June'2018

Prmclpal rrsks and uncertarntres

The principal risks and uncertainties faced by the company can be broadly grouped as .business risk,
~competitive risk and financial risk.

Business risk

During any downturn in the United Kingdom economy, spending constraints of clients may significantly impact ‘
service-providing companies. The potential impact on Zeno Communications (UK} Limited will continue to be
assessed on an ongoing basis. However, the company is cumently continuing to secure new busmess and
trade profitably, excludlng amortrsatlon costs. .

- The company has reviewed the business for potential successors for key management. If key management -
leave the company, the impact of their going is looked at to ensure that the company can maintain relationships
with clients and that other staff can cover key areas of the business.

Business continuity plans are in place in case of technology disruption or lack of access to the premises.
~ The company has .expertise in business reputation that can be used if there are any issues arising for ther
company itself.

On 23 June 2016 Britain voted to leave the European Union. The full impact of this deciéion on our clients and’
their budgets rémains unclear. We are monitoring this risk on an ongoing basis.

Competitive risk

The company seeks to mitigate its expoéure to increased competition and the possibility of adverse market -
conditions by maintaining a wide portfolio of clients in different sectors who requlre a variety of Public Relatuons
services. No one client represents more than 15% of the company'’s fee i mcome

_ Financial risk managerment

Credit risk
The company aims to mitigate liquidity risk by managing cash generation of its operations and operating cash -
. collection targets across the company as well as performing credit checks on all new clients. The company’s
cash deposns are held with JP Morgan Chase Bank, NA.

Forelgn exchange risk

Whitst all the turnover is generated in the UK, the company does earn some of its turnover in currencres other

than sterling. It seeks to manage the exposure to fluctuations in exchange rates by having contracts in place’
which allow for fee adjustments should the exchange rate fluctuate by more than a reasonable percentage.

The company also seeks to minimise its holdings of currencies other than sterling.

Further to the vote to leave the European Union, there was a devaluation in sterling and a period of exchange
rate volatility. Due to continued uncertainty over the manner of the UK departure from the European Union
‘exchange rates for sterllng might remain more volatile.

Liquidity and cash flow risk
The company is part of a group cash pooling arrangement that gives it access to funds to mitigate the cash
flow risk. The company forecasts and monitors its cash flows on an ongoing basis to manage this risk.
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Zeno Communications (UK) Limited
S;crategic Report (Continued)
For the year ended 30 June 2018

Key performance indicators
The KPis used to manage and rewew the tradmg operatlons of the company are:

. ) 2018 ] 2017
Growth in gross profit (%) . 10.5% - . ‘ 150%
Operating profit margin ' “ 7% 6%
" before tax, interest, amortisation
of intangible assets,
and costs directly associated with the acquisition of
Jungle Communlcatlons (Holdmgs) Limited ’

. Employment coststogross” . o 812% ' '60.4%
profit ratio . . o

The primary KP! which drives operating profit margin is employment costs to gross profit ratio, with a target of
60%. In 2018 this was 61% (2017: 60%) and the Directors of the business are confident that this will be
maintained or reduced in 2019 as the. company continues to grow and. demonstrates eff ciencies through
operating larger and more established sector practices.

. Employees

- The company systemancally provides employees with information on matters of concern to them, consulting
them or their representatives regularly, so their views can be taken in to account when making decisions that
are likely to affect their interests. Employee's involvement in the company is encouraged, as achieving a
common awareness on the part of all employees of the financial and-economic factors affecting the company
plays a major role in maintaining its posmon as a leading public relations agency

The company is committed to employment policies which follow best practice, based on equal opportunmes for
all employees, irrespective of sex, race, colour, disability or marital-status. The company gives full and fair
consideration to applications for employment from disabled persons, having regard to. their particular aptitudes
and abilities. Appropriate arrangements are made for the continued employment and training, career
development and promotion of disabled persons employed by the company. If members of staff become
disabled the company seeks to continue employment, either in the same or, if appropriate, an aiternative
posmon

Approved by the board and signed by its order on 28, March 201

yrs

A.P Blasco
Director
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Zeno Communications (UK) Limited
Directors' Report

For the year ended 30 June 2018

- The directors present their annual report and audited financial statements for the year ended 30 June 2018.
These financial statements for the year ended 30 June 2018 are prepared in accordance with FRS 102, the
Financial Reporting Standard applrcable in the UK and Republic of Ireland.

Principal activities
The principal activity of the company is the provrsron of publlc relations services.

General information .

The company is a private limited company incorporated in England and Wales. The companys |mmed|ate
- parent company is Zeno Group The Netherlands BV, and the undertaking the directors regard as the ultimate
controlling party is Daniel J. Edelman Holdings, Inc., a company incorporated in the United States of America.

Going concern

Whilst there were losses of £1,034,568 (2017 losses of £1,426,375) and net liabilities of £345,575 (2017: net

liabilities of £1,551,007), the directors confirm that they are satisfied that the company has adequate resources

to continue in business for the foreseeable future. They have taken into account the company’s trading-
performance, available facilities and have reviewed the forecast cash flows for at least twelve months from the

signing of these financial statements. As a result the directors believe that preparing the financial statements

on a going concern basis is appropriate, given the directors have received written .confirmation that Daniel J.

Edelman Holdings Inc., will support the company for at least one year from signing the financial statements.

Transfer of shares :

On 13 December 2017, 125 ordinary B shares previously held by a minority shareholder were transferred to
Zeno Group The Netherlands BV for a consideration amounting to £79,383 through the exercise of the option
to sell as set out in the Amcles of Assocnanon of the Company.

On 20 December 2017, 15 ordinary C shares previously held by a minority shareholder' were transferred to
Zeno Group the Netherlands BV for a consideration amounting to £789,700 through the exercise of the option
to sell as set out in the Articles of Association of the Company .

As a result of the above share transfer transactlons the Company is now 100% owned by Zeno Group The -
Netherlands BV. :

Capital contribution ’
On 20 December 2017 Zeno Group The Netherlands BV made a capltal contnbunon to the company of
£2,240,000 (2017: £nil).

. ’Deferred consideration and provision for contingent compensatlon :
The amounts recognised as deferred consideration and provision for contingent compensation in relation to the
acquisition of Jungle Communications (Holdings) Limited included assumptions around the sellers remaining
employees of the Company for a period of time. In December 2017, one of the sellers ceased to be employed
by the Company resulting in changes to the expected deferred consideration and provision for contingent
- compensation. The deferred consideration and provision for contingent compensation were decreased on 20
December 2017 by £502,980 based on this event. .

Directors

The directors who held office during the year and up to the date of signature of the fi nancial statements were
as follows:

A P Biasco

| C Dobson (resrgned 24 August 2018)
V A Malanga

K M Greene (appointed 24 August 201,8)
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Zeno Communications (UK) Limited
Directors' Report (Continued)
For the year ended 30 June 2018 '

: D|V|dends
The company did not pay a dlvndend in the year (2017: £n|l)

Charitable donations
The company made donations totallmg £2 605 (2017: £784) to charities during the year.

Qualifying third party indemnity provnsnons

The ultimate parent company, Daniel J. Edelman Holdings; Inc. maintained liability insurance throughout the
year and up to the date of signature 6f the financial statements for the directors and officers of the company.

Independent auditors

PricewaterhouseCoopers LLP were appomted auditors to the company for the year ended 30 June 2018, and
have expressed their willingness to continue in office.

Statement of director;' responsibilities _
The directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation,

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
-Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of ireland” and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the
state of affairs of the company and of the profit or loss of the company for that period. In preparing the
financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently; -

« state whether applicable United Kingdom Accounting Standards, comprising FRS 102 have been
followed, subject to any material departures disclosed and explained in the financial statements;

*  make judgements and accounting estimates that are reasonable and prudent; and

«  prepare the financial statements on the going concern basis unless it is |nappropnate to presume that
the company wdi continue in business. '

The directors 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 irregularities.

'The directors are responsible for keeping adequate accounting records that are sufficient to show and explam
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

Disclosure of information to auditors

In the case of each director in office at the date of the Directors’ Report is approved:

(a) so far as the dlrector is aware, there is no relevant audit information of which the company s audltors are
unaware; and

(b) they have 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 tat the company’s auditors are aware of that information.

This is the first financial year in which the company was required to prepare consolidated financial statements,
as the company previously took advantage as a small group using the Companies Act exemption from preparing

" consolidated financial statements for parent companies of small groups. For the year ended 30 June 2018, the
company and group no longer meet the thresholds to qualify as a small company and group, and therefore a
consolidation is required. The directors consider that the filing of non-consolidated financial statements for Zeno
Communications (UK) Limited is still appropriate as this does not detract from the fact that all information
required under the Companies Act 2006 is still available to Zeno Comm‘u'nications (UK) Limited shareholders. -
This has been fully disclosed in note 1 of the financial statements. .
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" Zeno Communications (UK) Limited
Directors' Report (Continu'ed)‘

For the year ended 30 June 2018

Qualified audit opinion

A qualified audit opinion has been issued for these financial statements as the company has not been able o
avail itself of the exemption under FRS102 standard 9, from preparing group financial statements because it
did not comply with section 400 of the Companies Act 2008, to deliver its financial statements, along with copies.
" of the consolidated financial statements of its intermediate holding company (Zeno Group the Netherlands BV-
for year ended 30 June 2018), to the registrar of companies by 31 March 2019. The first set of consolidated
financial statements for Zeno Group the Netherlands BV will be for the year ended 30 June 2015, and have not
yet been filed. The directors consider that the filing of non-consolidated financial statements for Zeno
Communications (UK) Limited is still appropriate as this does not detract from the fact that all information
" required under the Companies Act 2006 is still available to Zeno Communications (UK) Limited shareholders
This has been fully disclosed in hote 1 of the financial statements. .

Approved by the Board and sngned by its order on .7—8 Mﬂ‘”’" QD[‘\

. Director
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Zeno Communications (UK) Limited

lndependent Auditors' Report to the Members of Zeno Communications (UK) Limited

Report on the audit of the financtal statements

"~ Qualified Opinion

In our gpinion, except for the possible effects of the matter described in the Basis for qualified opinion
paragraph below, Zeno Communications (UK) errted s-financial statements:

. gnve a true and fair view of the state of the company s affairs as at 30 June 2018 and of its loss for the
year then ended,

e have been properly prepared in accordance with United Krngdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reportlng
Standard applicable in the UK and Republic of Ireland”, and applicable law); and

+ have been prepared in accordance with the requirements of the Compames Act 20086.

We have audrted the financial statements included within the Annual Report and Financial Statements (the
“Annual Report"), which comprise: the Balance Sheet as at 30 June 2018; the Profit and Loss Account; the .
Statement of Changes in Equity for the year then ended; and the notes to the financial statements which
include a descnptron of the significant accounting policies.

Basis for qualified opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are. further described in the Auditors’ responsibilitie's for
the audit of the financial statements section of our report. We believe that the audit evidence we have obtained
is sufficient and apprOprrate to provide a basis for our qualified opinion.

As explalned in the note 1 to the financial statements, the company is not entitled to the exemption from the
requirement to produce consolidated financial statement under section 400 of the Companies Act 2006, and it
has not met all the necessary conditions. Consequently the company should have produced consolidated
financial statements for the parent and its subsrdrary undertakings.

Independence

‘We remained. independent of the company in accordance wrth the ethical requ»rements that are relevant to our
audit of the financial statements in the UK, which includes the FRC's Ethical Standard and we have fulfilled
our other ethrcal responsibilities in accordance with these requirements.

Conclusions relating to going concern

ISAs (UK) require us to report to you when:

« the directors’ use of the going concern basis: of accountmg inthe preparatlon ‘of the 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 accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

" We have nothing to report |n respect of the above matters

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to-

the company’s ability to continue as a going concern. For example, the terms on which the United Kingdom
may withdraw from the European Union are not clear, and it is difficult to evaluate all of the potential.

" implications on the company’s trade, customers, suppliers’ and the wider economy.

S
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.Zeno Commdnications (UK) Limited

L Independent Audutors Report to the Members of Zeno Commumcatlons (UK)‘ tmnted

Reporting on other information

‘

The other information comprises all of the information in the Annual Report other than the financial statements -
and our auditors® report thereon. The directors are responsible for the other information. Our opinion on the ’
financial statements does not€over the other information and, agcordingly, we do not express an audit opinion:
or, except to the extent otherwise explicitly stated in this report, any form-of assurance thereon. '

In connection with ouratidit of the financial statemeénts, our responsibility is to read the other mformatlon 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 an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
-there is a material misstatement of 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 this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures
“required by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below. :

_ Strategic Report and Directors’ Report

‘ In our opinion, based on the work undertaken in the course of the audit, the information given in.the Strategic’
Report and Directors' Report for the year ended 30 June 2018 is consistent W|th the financial statements and
has been prepared in accordance wnth appllcable legal requnrements

-In lrght of the knowledge and understandmg of the company and its environment obtained in the course of the -
audit, we-did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibi/ities of the directors for the financial statements

As explained more fully in the Statement of dlrectors responsibilities set out on page 5, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The directors are also responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material
m|sstatement 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 concern, disclosing as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors euther intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the ﬂnanc:al 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 auditors’ 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 {SAs (UK) will always detect a material misstatement 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 influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's -
. ‘wébsite at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.
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Zeno Communications (UK) Limited

lndepehdeht Auditors’ Report to thevMembers of Zeno Communications (UK) Limited

Use of this report .

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

Other réequired reporting
Companies Act 2006 exception reporting

In respect solely of the limitation on‘our work relating to the consolldatlon exceptions incorrectly taken, descnbed
in the Basis for qualified opinion paragraph above:

* we have not obtained all the information and explanations that we considered. necessary for the
" purpose of our audit, and .

e we were unable to determlne whether adequate accounting records have been kept by the
company. .

Under the Companies Act 2006 we are r,éduired to report to you if, in our opinion:
» returns adequate for our audit have not been received from branches not visited by us; or
« certain disclosures of directors’ remuneratlon specified by law are not made; or

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

We have no exceptions:to report arising from this responsibility.

Gemma Clark (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers' LLP

Chartered Accountants and Statutory Auditors
~London

Lf N\cuu}\z,o 19
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Zeno Communications (UK) Limited
+Profit and Loss Account o

For the year ended 30’June 2018

~ 2018 . 2017
Note ‘£‘ ! ) ) £
Turnover . - s 1341338 12,531,218
Costofsales . - ‘ o (5.107,341) . - ' (5,0{7,321)
Gross profit : . . 6,305,042 o 7,613,897
Administrativeexpenses‘ ’ A ' : l (9,220,622) - - (8,710,783)
6perating loss - 4 o | (914,580) . | (1,196,886)
" Interest receivable and "similar income ' 8 . 2,729 : B .. 669
~Interest payable anq s'imilar_chargeg ’ S 9’ (250,874.). . . ‘- (542,040)
Loss before taxatiqn . e . ' (1,162,725) (1,738,257)
Tax on loss S 10 128,157 - 311882
Loss for the financial year n N " (1,034,568) ‘ (1,426,375)
Total comprehensive expense for the year . (1,034,568) B (1,426,37‘5)' |

e ———

The profit and loss account has been prepared on the basis that all operations are continuing operations.
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: Zeno Commumcat:ons (UK) lelted

Balance Sheet

As at 30 June 2018.

Intangible assets

Tangible assets
Investments

Current assets
Stocks
" Debtors
Cash at bank and in hand

Creditors: amounts falling due
within one year
Net current assets

. Total assets less current liabilities

Creditors: amounts falling due
after more than one year
Provisions for liabilities

Net liabilities

Capital and reserves
Called up share capital
Share premium account
Capital contribution
Profit and loss account

Total shareholders’ deficit

Note

11

12
]

14

15

16

17

18

20

2018

2,030,730
231,974
8,115,224
10,377,928
187,764

6,789,763

6,977,527
(4,893,048)

2,084,479

12,462,407 -

(12,385,223)
, (422,759)

(345,575)

15
782,399
3,012,721
-(4,140,710)

(345,575)

2017
£ . £
3,385,661
95,660
8,115,224
11,596,545
208,227
6,511,455
24,495
6,834,177
(6,191,684)
. 642,493
12,239,038

(13,198,204)
(591,841)

(1,551,007)

15
782,399
772,721

(3.106,142)

(1,551,007)

The notes to the}ﬁnancial statements are on pages.13-33 and 'form part of the financial stateménts.

The f nancial statements on pages 10-33 were approved by the board of dlrectors and authonsed for issue
8. MNTh 201 Fand are signed on its behalf by:

i

A P Blasco
Director

Company Reglstratnon No. 05628110
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Zeno Communications (UK) Limited -

‘Statement of Changes in Eqﬁity A
" For the year ended 30 June 2018

- Called up

Profit and

Share. . Capital - Total
share . premium contribution lossshareholders’
capital  account .account “deficit
£ £ £ £ £
Balance at 1 July 2016 - 15 782,399 772,721 (1,679,767) (124,632)
Year ended 30 June 2017: '
Loss and total comprehensive :
expense for the financial year - _ - (1,426,375) (1,426,375)
Balance at 30 June 2017 ; : 15 ° 782,399 772,721 (3,106,142) (1 551,007)
Year ended 30 June 2018: '
Loss and total comprehensive o
expense for the financial year - - - (1,034,568) (1,034,568)
_ Capital contribution - » - - 2,240,000 - 2,240,000
Balance at 30 June 2018 - i . 15 (782,399) 3,012,721 (345,575)

(4,140,710)
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Zeno Communications (UK) Limited

Notes to the Financiél Statements

For the year ended 30 June 2018

1.1

1.2

1.3

Accounting policies

Company |nformat|on

"Zeno Communications (UK) Limited is a company limited by shares mcorporated in England and Wales.

The registered office is The Lughtbox 3rd Floor 127-133 Channg Cross Road, London, England, WC2H
OEW.

The company's principal activities and nature of its operations are disclosed in the Directors' Report.

Accounting convention :
These financial statements have been prepared in accordance with FRS 102 “The Financia! Reportlng

- Standard applicable in the UK and Repubhc of lreland” (FRS 102") and the requirements of the

Companies-Act 2006.

The financial statements are prepared in sterling, which is the functional currency of the company.
Monetary amounts in these financial statements are rounded to the nearest pound.

The financia! statements have been preparéd on a going concern basis, ‘'under the historical cost
convention. The principal accounting policies adopted are set out below.

Exemptions for qualifying entities under FRS 102

" In accordance with FRS 102, the company has taken advantage of the exemptions from the fol!owmg

disclosure reqmrements

Section 4 ‘Statement of Financial Position’ — Reconciliation of the opening and closing number of shares.
Section 7 'Statement of Cash Flows' — Presentation of a Statemem of Cash Flow and related notes and
disclosures,

Section 11 ‘Basic Financial Instruments’ & Section 12 ‘Other Financial Instrument Issues’ — Carrying
amounts, interest income/expense and net gains/losses for each category of financial instrument; basis
of determining fair values; details .of collateral, loan defalllts.or breaches, details of hedges, hedging fair
value changes recognised in profit or loss and in other comprehensive income.

Zeno Communications (UK) Limited is a subsidiary of Zeno Group The Netherlands BV and the results of
Zeno Communications (UK) Limited are included in the consolidated financial statements of Zeno Group
The Netherlands BV.

Consolidation exemption

The financial statements contain information about Zeno Communications (UK) Limited as an individual
company, and do not contain consolidated financial statements as the parent of a group. This is the first
financial year in which the company was required to prepare consolidated financial statements, as the
company previously took advantage as a small group using the Companies Act exemption from preparing
consolidated financial statements for parént companies of small groups. For the 'year ended 30 June
2018, the company and group no longer meet the thresholds to qualify as a small company and group,
and therefare a consolidation is required. The company has not been able to avail itself of the exemption
under FRS102 standard 9, from preparing group financial statements because it did not comply with
section 400 of the Companies Act 2006, to deliver its financial statements, along with copies of the
consolidated financial statements of its intermediate holding company (Zeno Group The Netherlands BV
for year ended 30 June 2018), to the registrar of companies by 31 March 2019. Therefore the directors

are required to prepare consolidated financial statements. The directors have decided not to prepare . -

consolidated financial statements as the company is still included in the consolidated financial statements
of Zeno Group The Netherlands BV and will be delivered to Companies House in due course. Whilst the
directors recognise that this is later than the filing deadline the directors consider that the filing of non-
consolidated financial statements for Zeno Communications (UK) Limited is still appropriate as this does
not detract from the fact that all information required under the Companies Act 2006 is still available to
Zeno Communications (UK) Limited shareholders. .
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Zeno Communications (UK) Limited

Notes to the Fmancral Statements (Contlnued)

For the year ended 30 June 2018

14

1.5

g Accounting policies (continued) -

Gorng concern

Whilst there were losses of £1,034,568 (2017: losses of £1,426 375) and net liabilities of £345,575 (2017
net liabilities of £1,551,007), the directors confirm that they are satisfied that the company has adequate
resources to continue in business for the foreseeable future. They have taken into account the company’s
trading performance, available facilities and have reviewed the forecast cash flows for at least twelve
months from the signing of these financial statements. As a result the directors believe that preparing the
financial statements on a going concern basis is appropriate, given the directors have received written
confirmation that Daniel J. Edelman Holdrngs Inc., will support the company for at least one year from
signing the financial statements.

Turnover

The company. recognlses turnover when: (a) the significant nsks and rewards of ownership have been
transferred to the buyer; (b) the company retains no continuing involvement or contro! over the goods; (c)-
the amount of revenue can be measured reliably; (d) it is probable that future economic benefits will flow
to the entity; and (e) when the specific criteria relating to each of the company s sales channels have been
met, as descnbed below

“Turnover represents ‘amounts receivable for-services, net of value added tax and trade discounts.

Revenue is normally recognised at the point at which the service is provided and the value can be
determined. To the extent that services have been.invoiced but the service has not been provided in the
financial year covered by these financial statements, that revenue will be held as deferred mcome until

- the service has been provrded

1.6

. Unbilled revenue on client assignments.is included as accrued income within trade and other receivables.
‘Where individual on account billings exceed revenue recognised and costs incurred to date on client

assignments, the excess is classified as deferred income within trade and other payables. Timing
differences and billing discrepancies can arise where there are differences between billing arrangements
(i.e. invoicing) and the timing of the delivery of the service and thus the revenue recognition. These.can
result in debits or credits and thus assets and liabilities. Any assets arising relating to accrued income are
investigated and written off immediately if deemed irrecoverable. Liabilities relating to deferred income
are held for a period of up to two years during which time they are written back to revenue if, after
investigation it is found that no further liability exrsts

Costs of sales comprise third party costs incurred to service client projects. Therefore gross profit
represents net fees and commissions earned during the year.

Intangible assets and amortisation
Intangible assets, including goodwili, are stated at the lower of their cost or recoverable amount. Any
permanent diminution in value is taken to the profit and loss account.

Goodwill has arisen from the transfer of trade from 3 Monkeys Communications Limited to. Zeno

- Communications (UK) Limited. Amortisation of intangible assets is made on the following bases:

Goodwill ' ‘ 5 years straight line
Trademarks, customer lists and other intangible assets 3 years straight line -
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Zeno Communications (UK) Limited

Notes to the Financial Statements (Cont‘inued)

For the year ended 30 June 2018

DT

1.8

1.9

Accounting policies (continued)
Tangibte fixed assets

Tangible fi xed assets are initially measured at cost and subsequently measured at cost or valuation, net
of depreciation and any impairment losses.

- Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over

their useful lives on the following bases:

Leasehold improvements Over the period of the lease
Fixtures, fittings and equipment - ) between 15% and 33.3% per annum
Computer equipment 33.3% per annum

The gain or loss arising on the disposal of an asset is determined as the difference between the sale
proceeds and the carrying value of the asset, and is credited or charged to profit or loss.

Subsequent additions and major components

Subsequent costs, including major inspections, are included in the assets carrying amount or recognised
as a separate asset, as appropriate, only when it is probable that economic benefits associated with the

_item will flow to the group and the cost can be measured reliably.

The carrying amount of any replaced component is derecognised Major components are treated as a
separate asset where they have significantly different patterns of consumption of economic benefits and
are.depreciated separately over |ts useful life.

- Repairs, maintenance and minor inspection costs are expensed as incurred.

Derecogmtlon

. Tangible assets are derecognised on disposal or when no future economic benefits are expected. On

disposal, the difference between the net disposal proceeds and the carrymg amount is recognised in profit
or loss and included in 'Administrative expenses'.

Investments . . .
Interests in subsidiaries, associates and jointly controlled entities are initially measured at cost and
subsequently measured at cost less any accumilated impairment losses. The investments are assessed
for impairment at each reporting date and any impairment losses or reversals of 1mpa|rment losses are
recognised immediately in. proft or loss.

A subsidiary is an entity controlled by the company. Control is the power to govern the financial and .
operatmg policies of the entity so as to obtain benefits from its activities.

impairment of fixed assets

At each reporting end date, the company reviews the carrying amounts ofits tangible and mtanglble 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 in. order to determine the extent
of the impairment loss (if any). Where itis not possible to estimate the recoverable amount of an individual
asset, the company estimates the recoverable amount of the cash- generatmg unit-to which the asset
belongs.
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Zeno Communications (UK) Limited

Notes to the Financial Statements (Continued)

* For the year ended 30 June 2018

1
1.10

1.42

Acqounting policies (continued)

Stocks .

Stocks consist of work in progress, which represents unbilled third-party direct costs and is valued at the.

Iower of cost and net realisable value.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks other short-term hqund
investments with original maturities of three months or less, and bank overdrafts. Bank overdrafts are
shown within borrowings in current liabilities.

Financial instruments

Financial instruments are recognised in the company's statement of financial posmon when the company
becomes party to the contractual provisions of the instrument.

Basic financial assets, mcludung cash and bank balances, and amounts owed from group and parent
undenaklngs are initially recognlsed at transaction price.

Basic financial liabilities, including trade and other payables and amounts owed to group and parent

undertakings are initially recognised at transaction price.

1.13

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within
one year or less. lf not, they are presented as non-current liabilities. Trade payables are recognised mntxally
at transaction price.

Financial liabilities are derecognised when the liability is extinguished, that :s when the contractual
obligation is dlscharged cancelled or expires. '

Offsettmg

Financial assets and liabilities are offset and the net amounts presented in the financial statements when
there is a legally enforceable right to set off the recognised amounts and there is an intention to settle on

- a net basis or to realise the asset and settle the liability simultaneously.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct issue
costs. Dividends payable on equity instruments are recogmsed as liabilities once they are no longer at
the discretion of the company. .

Page 16



‘Zeno Communications (UK) Limited

Notes to'the Financial Statements (Continued)

For the year ended 30 June 2018

1

1.14

1.15

Accounting policies (continued)

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable proflt differs from net profit.as
reported in the profit and loss account because it excludes items of income or expenise 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 reporting end date. .

Deferred tax

Deferred tax labilities are generally recognised for all tlmlng differences and deferred tax'assets are
recognised to the extent thatit is probable that they will be recovered against the reversal of deferred tax
liabilities or other future taxable profits. Such assets and liabilities are not- ‘recognised if the timing
difference arises from goodwill or from the initial recognition of other assets and liabilities in a transactlon
that affects neither the tax profit nor the accountmg profit. .

The carrying amount of deferred tax assets is revnewed at each reporting end date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to aliow 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. Deferred tax is charged or credited in the profit and
loss account, except when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with-in equity. Deferred tax assets and liabilities. are offset when the company
has a legally enforceable right to offset current tax assets and liabilities and the deferred tax assets and

-liabilities relate to taxes levied by the same tax authonty

Provisions

Provisions are recognised when the company has a‘legal or constructive present obligation as a result of
apast event, itis probable that the company will be required to settle that obligation and a reliable estimate

- can be made of the amount of the oblegatlon

The amount recognised as a provision.is the best estimate of the conmderat;on requnred to settle the
present obligation at the reporting end date, taklng into account the risks and uncertainties surrounding
the obligation.

Where the effect of the time value of money is material, the amount expected to be réquired to settle fhe_
obligation is recognised at present value. When a provision in measured at present value the unwinding
of the discount is recognised as a finance cost in profit or loss in the period it arises.
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Z'enb Coh‘wmunications (UK) Limited

Notes to the Financial Statements (Continued).

Forthe year ended 30 June 2018

1

1.16

Accounting policies (continued)

Employee benefits : '

The company provides a range of benefits to employees lncludlng paid holiday arrangements and defined
contribution pension plans.

i * Short term benefits

Short term benéfts including holiday pay and other similar non- monetary beneﬁts such as employee

. health and travel insurance, are recognised as an expense in the period in Wthh the service is received.

117

1.18

ii. Defmed contribution pension plans

The company operates a defined contribution scheme for directors and employees. A defined contribution
plan is a pension plan under which the group pays.fixed contributions into a separate entity. Once the
contributions have been paid the company has no further payment obligations. The contributions are .
recognised as an expense when they are due. Amounts not paid are shown as accruals in the balance
sheet. The assets of the plan are held separately from the company in independently administered funds.

Leases

Rentals payablé under operating leases, including any lease incentives received, are charged to income
on a straight line basis over the term of the relevant lease except where another more systematic basis

‘is more representative of the time pattern in which economic benefits from the lease asset are consumed.

Foreign exchange

i. Funcllonal and presen!ahon currency

The company’s functional and presentatlon currency is the pound sterling.
ii. . Transactlons and balances

Foreign currency transactions are trans!ated into the functlonal currency usmg the spot exchange rates

at the dates of the transactions.

_ Ateach period end foreign currency monetary items are translated using the closing rate. Non-monetary

items measured at historical cost are translated using the exchange rate at the date of the transaction
and non- monetary items measured at fair value are measured usmg the exchange rate when fair value

~ was determined.

1.19

1.20

Foreign exchange gains and losses resulting from the éettlement of transactions and from the transiation .
at period-end exchange rates of monetary-assets and Ilabllmes denommated in foreign currencies are
recogmsed in the profit and loss account.

Interest
Interest recelvable and payable are recorded in the profit and loss account as. they accrue.

Share capltal

Ordinary shares are classified as equity. Incremental costs dlrectly attributable to the issue of new ordlnary
shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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Zeno Communications (UK) Limited

Notes to the Financial Statements (Continued)

For the year ended 30 June 2018

1

1.21

1.22

Accounting policies (continued)

Share premium account

The share premium account represents the amounts pald for the shares of the company above their
nominal value

Capital contributions account

The capital contributions account represents the amounts paid to the company from other companies
within the group, including some amounts which are no longer treated as intercompany loans to the

company.

1.23

Deferred consideration
Deferred consideration on the acquisition of Jungle Communications (Holdings) Limited represents
measurable anticipated future consideration payments, dlscounted at a 10% internal rate of return.

Critical judgements and estimation uncertainty

a. Critical judgements in applying the group’s accounting policies

Revenue recognition judgements are detailed in the accounting policy note. The company reviews the
work that has been completed to determlne the amount of revenue that should be recogmsed based on
the stage of completion. .

Judgements are made when assessing the accruals and provisions included within the financial
statements. The consequent impairments of debtors and work in progress are shown within the operatlng :
profits note where appllcable . :

b. Key accounting est/mates and assumptions

" A'provision has been made for deferred consnderatlon due on the acquisition of Jungle Commumcauons .

(Holdmgs) Limited. This is based on estimates and assumptlons of future tradlng

" The company has revnewed the investments and made provision for |mpa|rments as necessary

A valuation of the intangible assets of 3 Monkeys Communications Limited was made following the transfer
of trade and assets from 3 Monkeys Communications Limited. The company has reviewed the intangible
assets recognised on the transfer of the trade of 3 Monkeys Communications L|m|ted and made provision

" for impairments as necessary.

. The company has an operating lease on the property it operates the business from and has estlmated the

dllap|dat|ons that may be due at the end of these lease based on contractual obligations.-

Turnover
Turnover, gross profit and loss on ordinary activities before taxation are generated entirely in the UK.

An analysis of the company's turnover is as follows:

2018 2017
£ - £

Turnover ) A . .
Public relations services in the UK . 13,413,383 12,531,218.
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Zeno Communications (UK) Limited -
Notes to the Financial Statements (Contmued)

For the year ended 30 June 201 8

-4 ° Operating loss

Operating loss for the year is stated after ) ‘Note
charglng/(credltlng)

Exchange (losses)/gains

Auditors' remuneration - audit and tax services . 5
Depreciation of owned tangible fixed assets . 12‘ .
Amortisation of intangible assets : : 11

. Operating lease charges
Staff restructuring costs . . A
" Adjustment in deferred consideration due in relation to acquisition
of Jungle Communications (Holdings) Limited

5 Anditors' remuneration
Fees payable to the company’s auditors and its associates: -

For audit sérvices ]
Audit of the company's financial statements . .

Forother services
" Tax services -

" 2018 2017

£ £

(32,633) 4,017

- 56,327 58,367

73,883 61,743

1,354,931 1,335,860
463,341 473576 -

149,840 -

(233,847) -

©2018 2017

£ £

52,702 51,167.

3,625 7,200

The auditors’ remunerahon mcludes the audit and tax fees for 3 Monkeys Communications Limited for

this year and 2017.
6 Employees -
was:

PR professional staff
Administrative

"The average month]y number of persons (including directars) employed by the company during the year

2017

g .

2018
Number Number
66 60

10
- 69

76
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Zeno Communications (UK) Limited
Notes to the Financial Statements (Continued)

For the year ended 30 June 2018

6 = Employees (continued) : -

Their aggregate remuneration comprised: .
' . .2018 2017

£ £
Wages and salaries - - ' : : o 4,380,077 3,966,269
Social security costs i ' : . 567,527 464,273

Other pension costs . T C . 124,478 110,487

5081082 4,541,029

7  Directors' remuneration

‘During the year, no emoluments were paid in respect of qualifying-services of the directors and key
management pérsonnel (2017: £nil). However the directors received emoluments from other group

. undertakings (Zeno Group, Inc., Daniel J. Edelman Holdings, inc., and Daniel J. Edelman Limited) in
respect of their services to the group. No share options were granted or exercised during the year (2017:
£nil).- ) - ’ Co : ; : :

8 Interest receivable and similar income

2018 2017
£ £
Interest receivable frqm group undertakings ' . . : ' 2,729 669
9 Interest payable and similar charges
S ’ 2018 2017
) : £ . £
- Interest payable to group undertakings ) - . 168,925 357,572
Unwinding of discounted future cash flows in relation to .
payments due for the acquisition of Jungle Communications - .
‘(Holdings) Limited .. o . . . 81,949 184,468
250,874 ; 542,040
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. Zeno Communications (UK) Limited
Notes to the Financial Statements (Continued)

For the year ended 30 June 2018

10 Tax on loss ‘
2018

. 2017
£ S
Current tax ) . .
UK corporation tax on loss for the current year T 21,384 (46,911)
Adjustment in respect of prior years . : ) ) (1,551) (48,077)
Total current tax - o o S 19,833 (94,988)
Deferfed tax .
Origination and reversal of timing differences . (158,604) (150,002)
Adjustment in respect of prior years . ’ : : . (6,081) (68,483)
- Effect of changes in tax rates : . . 16,695 1,591
Total deferred-tax _ ' : ' _ (147,990) (216,894)
Total tax per profit and loss account . S . (128,157) (311,882)
The credit for the year can be reconciled to the loss pér the profit and loss account as follows:
2018 2017
: £ R
Loss on ordinary activities Before‘ taxation _ ) (1,162,725)  (1,738,257)
Expected tax charge based on the standard rate of corporat/on tax in .
the UK of 19% (2017: 1. 75%) : ' : (220,918) (343,306)
Expenses not deductible ; ’ 118,648 148,470
Income that is not taxable o ~ (34,950) A(2,O,77)
" Adjustment in respect of prior years . : (7.632) (116,560)
Tax rate changes . . . ' : -16,695 1,591
Tax credit for the year o _ - (128,157)  (311,882)

.

The effective UK rate of corporation tax appllicable to the company for this accounting year was 19% -
{2017: 19.75%). The closing deferred tax balances have been calculated at 17% (2017: 18%) as this was
the rate currently enacted in law at the balance sheet date for the perlod over which the deferred tax

‘balances were expected to reverse. -

A further change to the rate of UK corporation tax was announced in the Chancellor S Budget on 16
March 2016, reducing the rate to 17% effectlve from April 2020. This was re conf rmed at March 2018

Budget.
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Zeno Communications (UK) Limited
Notes to the Financial Statements (Continued)

For the year ended 30 June 2018

1% Intangible assets : - ] _
’ Goodwill Trademarks Other Total

and . intangible
customer. assets
lists
) £ B £ . £
Cost- - . . ) ' :
At 1July 2017 . . 2,711,407 2,158,000 160,000 5,029,407
At 30 June 2018. . 2,711,407 2,158,000 160,000 5,029,407
Accumulated amortisation and impairment o » .
At 1 July 2017 ’ ’ ‘ 677,912 899,167 66,667 1,643,746
Amortisation charged for the year 542,265 719,333 93,333 1,354,931
At 30 Jyne 2018 . ' 1,220,177 . 1,618,500 160,000 2,'998,677
Carrying amount - : -
At 30 June 2018 . . 1,491,230 539,500 -~ 2,030,730
* At 30 June 2017 : - 2,033,495 1,258,833 93,333 3,385,661

The intangible assets recognised represent the transfer of the trade of 3 Monkeys Communications
Limited to the company on 31 March 2016. This was accounted for by the acquisition method. Assets
and liabilities transferred under this arrangement totalled net assets of £3,502,817. No fair value
adjustments were required. Where identifiable 'and measurable, specific intangible assets were
_ recognised, as shown above, with the balance recognised as goodwill. Other intangible assets
represents non-compete clauses in place over key management personnel. Total consideration was
£8,115,224 and was settied by an intercompany loan note payable to 3 Monkeys Communications
Limited. : ’

A key management employee left the employment of the con'ipahy during the year, and it was agreed
the remainder of the non-compete clause would be waived upon. their departure; accordingly we have

fully amortised the intangible asset relating to this non-compete clause.
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Zeno Communicafions (UK) Limited

For the year ended 30 June 2018

12

Tangible assets

Cost

" At1 July 2017
. Additions

At 30 June 2018

Accumulated depreciation and impairment
At1July2017 S

- Depreciation charged in the year

13

AL 30 June 2018

Net Book value

At 30 June 2018

" AL30 June 2017

Investments

Total

- improvements fittings and equipment

equipment

£ £ £ £
1515 © 84966 201,872 288,353
75567 . 93545 41,085 210,197
77,082 178,511  .242,957 498,550
485 51476 © 140,732 192,693
10616 24184 39083 73,883
11,101, 75660 179,815 266,576
65981 102,851 63,142 231,974
1,030 33490, 61,140 95,660
2018 2017
£ £

Investments in subsidiaries

Leasehold

Fixtures, Computer

8,115,224

8,115,224
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Zeno Commiunications (UK) Limited
Notes to the Financial Statements (Cdntinued)

For the year ended 30 June 2018 .

.

13 Investments (continued) -

Movements in fixed asset investments

Shares in
group
-.undertakings
. : £
Cost or valuation . . C . ’
At 1 July 2017 ' ) o _ - 8,115,224
At 30 June 2018 ' - ' , : 8,115.224
Carrying amount : . )
At 30 June 2018 - . : ~ - 8,115224
At 30 June 2017 R T ' 8,115,224 -

Investments represent the acquisition of the Jungle Communications (Holdings) Limited group
in January 2016. The group included 3 Monkeys Communications Limited, a non specialist PR
agency with large consumer and corporate practices. On-31 March 2016 the trade and assets
of 3 Monkeys Communications Limited were transferred to the company, leaving the Jungle
group without any companies that were actively trading. The investment value is malntamed by
a loan note of £8,115,224 held by 3 Monkeys Communications L|m|ted

14 - Stocks -

2018 . 2047
e . g
Work in progress - ) S : 187,764 298,227

- Work in progress represents unbllled thlrd -party direct costs and is valued at the lower of cost and net
realisable value, and is stated after provisions for impairment of £nii (2017: £nil). The amount written off to
the profit and loss account for the year is £11,783 (2017: £18,642).
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Zeno Communications (UK) Limited
-Notes to the Financial Statements (Continued)

For the year ended 30 June 2018 -

15 Debtors

: _ 4 ., 2018 2017
Amounts falling due within one year: ’ £ : . £
Trade debtors ) . o ' : 3,643,554 - 4,409,807
Corporation tax ' . 253,052 200,852
Amounts owed by group undertakmgs ) : . . 1,948,909 687,641 .
Other debtors . . 562,612 565,536

Prepayments and accrued income - - o 481,636 - 647,619

" 6,789,763 . 6,511,455

Trade debtors are stated after provisions for impairment of £65,500 (201 7. £19,083). The amount wntten off
to the profit and loss account for the year is £48,753 (2017 £4,083).

-Amounts owed by group undertakings include £1, 001,768 (2017 £184 588) held under a group cash poolrng
-~arrangement which bears interest at a market rate. All other amounts are unsecured, non-interest bearlng
and are repayable under normal. tradrng terms.

-16  Creditors: amounts falling due within.one year

2018 2017

’ £ ’ £

. Trade creditors .. 370417 799,372

Amounts owed to group undertakings . ' - 725,454 1,385,695
Taxation and social securrty costs A 342,211 378,998 -

Other creditors . o 502,616 -709,440

Accruals and deferred income . ) ’ 2,952,350 2,918,179

4,893,048 6,191,684

“ Al amounts owed to group under’taklngs are unsecured, non- |nterest bearing andare repayable under
normal trading terms.

Other.creditors represents £502,616 (2017 £709,440) of deferred consideration for the acquis’iﬁon of Jungle
‘Communications (Holdmgs) Limited, discounted at-a rate of 10% to represent net present value of future
cash flows ]

Page 26



Zeno Communications (UK) Limited
Notes to the Financial Statements (Continued)
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17 Creditors: amounts falling due after more than one

year
2018 2017
£ . £
Amounts due to fellow group undertakings ’ ., 12,385,223 12,485,223

Other creditors o o ' T 712,981

12,385,223 13,198,204

Other creditors represents £nil (2017. £712,981) of deferred consideration for the acquisition of Jungle.
Communications (Holdings) Limited, discounted at a rate of 10% to represent net present value of fiiture
cash flows. Included within amounts due to group undertakings are loaris of £4,270,000 (2017: £4,370,000)
and £8,115,223 (2017: £8,115,223) which are unsécured, interest bearing at between 1.07% and 2.19%
(2017: between 2.19% and 3.05%) and is repayable no earlier than 30 June 2019. There is no expectation
that these loans will need to repaid on this date, or before, and the company have agreed with the
counterparties an expectation to extend the term of the loan for a further 12. months and therefore the
balance remains classmed as falling due after more than one year.

_ 18 Provisions for liabilities D ’ ' .
’ C 2018 - 2017
£ £
Provision-for contingent compensatlon ’ 4 271,769 . 292,862
Deferred tax liability - - . ) . " 50,990 . 198,979
Dilapidations provision for property lease . . 100,000 100,000
422,759 - 591,841

Provision for contingent payments represents £271,769 (2017: £292,862) of further estimated consideration
for the acquisition of Jungle Communications (Holdings) Limited, discounted at a rate of 10% to represent
net present value of future cash flows. The deferred tax liability retates predominantly to depreciation more
than capital allowances as detailed.

-Movements in deferred tax .
: : Deferred tax
asset/(liability)

‘ £
At 1 July 2017 . . . . I A : (198,9?9)
Adjustment in respect of prior year . 6,081
Deferred tax credit for the year . . 141,908
At 30 June 2018 o » ; . A ‘ (50.996)
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18

19

20

Provisions for liabilities (continued)

The amounts of-deferred taxation assets/(liabilities) recognised are as fo_llowsf . :
: . ‘ . ] 2018 2017

£ R 4

Other tlmmg differences _ . o 18,597 18,936
Depreciation {(more)/less than capital allowances ‘ (69,587) 11,953
Adjustment in relation to fair value revaluation of S :

- intangible assets - (229,868)
Total deferred tax asset/(llablllty) ‘ ’ ’ (50,990) ¢ 98,979)

The directors believe that thé timing differences giving rise to the defefr‘ed tax liability balance above will

_ reverse in future years. £nil (2017: £131,353) of the adjustment in relatlon to fair value revaluation of

intangible assets is expected to reverse in the next period.

Retirement benefit schemes

. Defined contribution schemes

The company operates a defined contribution pension scheme for all qualifying employees. The assets of
the' scheme are held separately from those of the company in an independently administered fund.

The charge to profi and loss in respect of defined contribution schemes wa§'£1é4 478 (2017: £110,487).

As of 30 June 2018 £11, 557 (2017 £9 ,397) of the company contributions had not been pald and are
included W|th|n accruals:

Called up share capital

2018 2017
£ £
‘Ordinary share capital
Authorised . ' ) . o
1 (2017: 1) Ordinary of £1 each o ) 1 -1
10,000 (2017: 10,000) Ordinary B_of 10p each . ’ . 1,000 - 1,000
150 (2017: 150) Ordinary C of 10p each . ’ - . .15 ;15
1,016 1,016
Issued and fuily paid . . . E
1(2017: 1) Ordinary of £1 each - A : S 1 . 1
125 (2017: 125) Ordinary B of 10p each . . . 13 - 13
15 (2017: 15) Ordinary C of 10p each : . ) 1. P 1
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20

21

Called up share capital (c‘ontinued)

The company's ordinary shares, which carry no right to fixed income, each carry the rlght to one vote at the
general meetings of the company. .

- The votes attributable to 'B’' shares as a class of shares are counted.as 5% of the total votes cast at a

shareholders’ meeting. The 'B' shares have no right to participate in any dividend.

The votes attributable to 'C' shares as a class of shares are counted as 5% of the total votes cast at a
shareholders' meeting. The ‘'C' shares have no right to participate in any dividend.

Transfers of ‘B' and ‘C’ ordinary shares occurred during the year which resulted in the company becommg
. 100% owned by Zeno Group The Netherlands BvV.

. The company together with certain other Edelman group companies has entered into a cash pooling

arrangement with JP Morgan Chase Bank, NA. JP Morgan Chase Bank, NA has the right to apply positive
cash balances of the company against indebtedness or liabilities of any other companies named in the
agreement. This facility is limited to the amount in an overdraﬁ agreement with JP Morgan Chase Bank,
NA Wthh is guaranteed by Daniel J. Edelman tnc.

Under the terms of the acquisition of Jungle Communications (Holdings) Limited on 25 January 2016
further contingent compensation may be paid based on the attainment of specific earnings before interést

. and tax targets in the 4 years following the anniversary of the deal. These payments are payable on the

second, third and fourth anniversary of the acquisition based on the earnings before interest and tax of
the preceding twenty-four months. Due to the nature of the agreement it is difficult to accurately measure
the value of this compensation, but it will be measured on a best estimate basis and charged to the profit
and loss account in the  period during which the contingent compensation is accrued. Accordingly
£258,628 has been charged to the profit and loss account in 2018 (2017: £224,828).

Under the terms of the acquisition of Jungle Communications (Holdings) Limited on 25 January 2016
compensation is available to key employees of the company based on‘the attainment of gross profit and
earnings before interest and tax targets in the 3 years following the anniversary of the deal. This additional
compensation is capped at a total of £400,000 and is payable on the first, second and third anniversary of
the acquisition based on the gross profit and earnings before interest and tax. of the preceding twelve
months. Due to the nature of the agreement it is difficult to accurately measure the value of this-
compensation, but it will be measured on a best estimate basis and charged to the profit and loss account
in the period during which the contingent compensation is accrued. Accordlngly £68,997 has been charged
to the proflt and loss account in 2018 (2017: £68,997).
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22

23

Operating lease commitments.

Lessee

payments under non-cancellable operating leases, which fall due as follows:-

Within one year
Between two and five years
More than five years

Financial Instruments

Financial instruments that are debt instruments measured at

amortised cost

_ Cash:and cash equivalents

Trade debtors (note 15) -
Amounts owed by group undertakmgs (note 15)

- Other debtors (note 15)

Accrued income (note 15)

Financial liabilities measured at amortised cost

Trade creditors (note 16)

Amounts owed to group undertakings (notes 16 & 17)
Other creditors (notes 16 & 17)

Accruals (note 16)

2018

~ At the reporting end date the'company had- outstanding commitments for future minimum lease

2017

£ £
459,810 474,166
685,666 1,106,660

. 885
1,145,476 - 1,581,711
2018 2017

£ £

- - 24,495
3,543,554 4,409,807
1,948,909 687,641
562.612 565,536
147,967 311,998

6,203,042 5,999,477
370,417 799,372
13,110,677 - 13,870,918
502,616. 1,422,421
889,212 832,201
14,872,922 16,924,912
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24 Related party transactions

- As permitted by FRS 102 Section 33 “related party disclosures” the financial statements do not disclose
transactions with any wholly owned subsidiary undertakings. .

At the year end the company was owed £150,865 in trade payables by Zeno Group, Inc (2017: £nil). At the
year end Zeno Group, Inc was owed £31,845 by the company (2017: £138,388). During the year costs of
£357,060 were charged to the company by Zeno Group, Inc. (2017: £645,619). During the year sales of
£213,224 were made to the company by Zeno Group, Inc. (2017: £379,605). Durmg the year sales of £57 900
were made to Zeno Group, Inc. by the company (2017: £150,105).

At the year end Zeno Group, Inc. was owed £4,270,000 by the company in the form of a loan used to fund the .
acquisition of the group of companies headed by Jungle Communications (Holdings) Limited (2017:
£4,370,000). The loan is unsecured, interest bearing and not repayable within one year. During the year
interest costs of £77,094 were charged to the company by Zeno Group, Inc. (2017: £103,461). At the year end
_Zeno Group, Inc. was owed £229,111 for interest payable on the loan (2017: £152 ,017).

At the year end the company was owed £1,001,768 by Edelman Europe Holdmgs BV (2017: £184,588) under
a group cash pooling arrangement which is unsecured, interest bearing and repayable within one year. During
the year interest costs of £1,960 were charged to Edelman Europe Holdings BV (2017: £669).

At the year end the company was owed £nil by Edelman USA (2017: £1,350). During the year costs of
£59,848 were charged to the company by Edelman USA (2017: £1,076). During the year sales of £9,843 were
made to Edeiman USA by the company (2017: £nil).

At the year end Danie! J. Edelman Holdings, Inc. was owed £41,480 by the company (2017: £69,117). During -
the year costs of £272,922 were charged to the company by Daniel J. Edelman Holdlngs Inc. (2017:
£221 ,307).

At the year end Daniel J. Edelman Limited was owed £151,272 by the company (2017: £118,870). During the
year costs of £405,335 were charged to the company by Daniel J. Edelman Limited (2017: £395,724). During
the year costs of £nil were charged by the company to Daniel J. Edelman Limited (2017: £182). During the
year sales of £107,224 were made to Daniel J. Edelman Limited by the company (2017: £10,796).

At the year end Zeno Itaha Srl was owed £4,949 by the company (2017 £27,877). During the year sales of
£71,798 were made to the company by Zeno Italia Srl (2017: £91,074).

At the year end Zeno Group The Netherlands BV was owed £7,042 by the company (2017: £nil). During the
year sales of £78,578 were made to the company by Zeno Group The Netherlands BV (2017: £nil). At the
year end the company was owed £789,700 by Zeno Group the Netherlands BV in the form of a loan (2017:
£nil). The loan is unsecured, non interest bearing and repayable within one year.

.At the year end Zeno SLU (Spain) was 'owe.d £7,580 by the company (2017: £13,290). During the year sales
of £72,798 were made to the company by Zeno SLU (2Q17: £97,266).

During the year sales of £nil were made to the company by Edelman Sarl (2016: £24,725). During the year
costs of £236 were charged to Edelman Sarl by the company (2017: £nil).

At the year end Zeno Sarl was owed £7,955 by the company (2017: £20,072). Dunng the year sales of
£111,885 were made to the company by Zeno Sarl (2017 £116,395).

At the year end the company was owed £nil by Edelman India Private Limited (2017: £3. 995) During the year
sales of £nil were made to Edelman India Private Limited by the company (2017: £98,905).
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24 Related party transactions (continued)

At the year end the company was owed £6,155 by Edelman Amsterdam (2017: £nil). Durlng the year sales of
£6,155 were made to Edelman Amsterdam by the company (2017: £nil).

* During the year sales of £nil were made to the company by Edelman GmbH (2017: £67,441).

At the year‘end F42 Germany GMBH was owed £18,334 by the company (2017: £34,826). During the year
sales of £150,276 were made to the company by F42 Germany GMBH (2017: £85,324).

During the year sales of £nil were made to the éompany by Edelman Sweden (2017: £2,700).
During the year costs of £nil were @:harged to the combany by-Zeno Singapore (2017: £10,166).
" During the year séles of £nil were made to Edelman Hong Koﬁg by ihe company (2017 £8,753). -

During the year sales of £nil were made to Edelman China by the company (2017: £5,566).
Al the balances and tr_ansac'tio'n‘s detailed above are with parties who are related by virtue of commoncontrol.

25 Controlling party

Zeno Communications (UK) Limited is a subsidiary of Zeno Group The Netherlands BV, an entity |ncorporated in
the Netherlands.

The smallest group in which the results of the company are consolidated is that headed by Zeno Group The
Netherlands BV and the largest group in which the results of the company are consolidated is that headed by
Daniel J. Edelman Holdings, Inc. The consolidated group financial statements can be obtained from 200 East
‘Randolph Dnve Suite 6300, Chicago, lllinois, Umted States of America.

The ultimate controlling party is Daniel J. Edelman Holdings, Inc., an entity mcorporated in Unlted States of -
America.
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26  Subsidiaries ' : L

‘These financial statements are separate company financial statements for Zeno Communications (UK) '
Limited. - - : : . '

Details of the companys subsidiaries at 30 June 2018 are as follows:

Name of undertaking and country of  Nature of business . Class of % Held

incorporation or residency . . shareholding Direct indirect
Jungle Communications ~ England & * " Public Relations : Ordinary 100
(Holdings) Limited - Wales . - o
3 Monkeys : England &  Public Relations Ordinary .
Communications Limited ~Wales o 100
Gorilla Talk Limited " England &  Dormant-company Ordinary .

. Wales ’ : : 100
Agnostic PR Limited - England & Dormant company Ordinary

Wales o i : 100

The registered address for all the companies listed above is The Lightbox, 127-133 Charing Cross Road,
London, WC2H OEW. '
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