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MirriAd Limited

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2010

The directors present their annual report and audited consolidated financial statements of the group and
company for the year ended 30 September 2010

Principal activity

MirnAd Limited 1s engaged in the provision of embedded advertising into video which can also be described
as digital product placement The principal activity of the company comprised the development of the unique
technology required to embed advertising imagery into video and the use of this technology to provide such
embedded advertising services to broadcasters, advertisers and brand owners, and their agencies The
company assists 1n the sourcing of video content inventory as well as digitally embedding branded
advertising into such content This content 1s then delivered to the target audience on any platform (such as
TV and internet) The process 1s managed online using MirriAd’s sales platform

Business review and future developments

During the year significant development was carried out 1n relation to the company’s cornerstone technology
ZoneSense together with sigmficant improvements to 1ts online sales platform On 30 September 2010 the
Company successfully completed work on the VideoSense project for which it received a grant from the
Technology Strategy Board The Company intends to apply for further technology related grants 1n its
relevant field of expertise, if and when available

On 31 March 2010 the Company closed funding of approximately £1 6m followed by a second funding of
£1 3mon 13 August 2010 £300,000 of the £1 6m funding closed on 31 March 2010 was advanced by
certain nvestors by way of a bridge loan 1n January 2010 (see note 13) Also as part of the 31 March 2010
funding the share capital of the company was reorganised resulting n 1) all ordinary shares becoming
deferred shares (and of ne economic value) and 1) cumulative convertible participating preferred ordinary
shares (‘B’ Shares) and convertible loan notes bemng converted in 2010 ordinary shares As a result of the
reorganisation all accrued dividends on the ‘B’ Shares up to 31 March 2010 have been treated as
consideration for the 2010 ordinary shares and classified within share premium  Furthermore a finance
charge has been recognised in relation to the convertible loan notes 1n order to bring the carrying value of the
notes up to the nominal value of 2010 ordinary shares 1ssued to loan note holders on 31 March 2010 (see
notes Sb, 14 and 15)

The Group was successful in building key relationships with broadcasters and agencies during the year and
signed a number of contracts resulting in sales 1n the UK, EU, US and India The Group and Company
intends to further develop its ZoneSense technology and online platform and secure further sales contracts

Results and dividends

The Group results for the year are shown 1n the Profit and Loss account on page 7 The loss after tax for
the year ended 30 September 2010 was £2,782 688 (year ended 30 September 2009 £2,857,025) The
dividends payable at 6 5% on the ‘B’ Shares have been accrued up to 31 March 2010 The dividends
accrued during the year amounted to £130,000 (2009 £260,000) and are classed as interest in the profit
and loss account 1n accordance with FRS 25 (see note 12) As a result of the share restructure all accrued
dividends on the ‘B’ shares have been recorded within share premium

Post Balance sheet events
£588,000 in funding was raised in November 2010 via a 1 for 5 nights 1ssue at 1p per share
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MirriAd Limited

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2010 (continued)

Going concern (continued)
The financial statements have been prepared on the going concern basis which assumes that the Group will
continue 1n operational existence 1n the foreseeable future

The Group raised £2 9m of funding from investors during the year and a further £988,000 by way of a one
for five rights 1ssue in November 2010, and sales have increased markedly since 2010 The Group's
projections reflect the forecast increases in the level of revenues and costs from the successful
implementation of 1ts business strategy The Directors recogmse that the timing and amount of increases 1n
revenues and costs 1s not guaranteed However based on the cash flow forecasts, the Directors are confident
that the Company will have sufficient working capital for at least 12 months from the date of approval of
these financial statements Accordingly they beheve that 1t 1s appropriate for the financial statements to be
prepared on a going concern basis

The financial statements do not contain any adjustments that would arise if the financial statements were not
drawn up on a going concern basis If required, these adjustments would be made to the balance sheet of the
company to increase or reduce the balance sheet values of assets to their recoverable amounts, to provide for
future habilities that might arise and to reclassify fixed assets and long term habilities as current assets and
liabalities

Donations
No donations were made during the year

Directors
Directors who served during the year and up to the date of signing the financial statements (unless otherwise
noted) were as follows

Peter Bazalgette (appointed 14 May 2010 and Chairman from that date)
Stephen Bullock (Chairman to 14 May 2010)

David Fisher (resigned 14 December 2009)

Anthony Isaacs

Anmar Kawash (appointed 14 October 2010)

Michael Penington (appointed 25 January 2010)

Mark Popkiewicz

Bruce Smith (appointed 25 January 2010)

Dennis Wilkinson {(resigned 13 May 2010)

Directors’ responsibilities statement in respect of the Annual Report and the financial statements
The directors are responsible for prepaning the Annual Report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have prepared the group and parent company financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice {United Kingdom Accounting Standards and apphcable
law) Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the group and the company and of the profit or
loss of the company and group for that period In preparing these financial statements, the directors are
required to

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

s state whether applicable UK Accounting Standards have been followed, subject to any maternal
departures disclosed and explained 1n the financial statements,

e prepare the financial statements on the going concern basis unless 1t 15 inappropniate to presume that
the company will continue in business
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MirriAd Limited

DIRECTORS’ REPORT FOR THE YEAR ENDED 30 SEPTEMBER 2010 (continued)

Directors’ responsibilities statement in respect of the Annual Report and the financial statements
(continued)

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

The directors are responsible for the maintenance and integrity of the company’s website Legislation n the
United Kingdom governing the preparation and dissemination of financial statemnents may differ from
legislation m other jurisdictions

Statement as to disclosure of information to auditors

a) so far as the directors are aware, there 1s no relevant audit information of which the group’s auditors are
unaware, and

(b) they have taken all the steps that they ought to have taken as directors in order to make themselves aware
of any relevant audit information and to establish that the group’s auditors are aware of that information

This report has been prepared in accordance with the special provisions of Part 15 of the Companies Act
2006 relating to small compantes

Independent auditors

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue 1n office and will
be deemed reappointed for the next financial year in accordance with section 478(2) of the Compamies Act
2006 unless the Company receives notice under section 488(1) of the Companies Act 2006

On behalf of the Board

s

Anthony Isaacs
Director

'?/Lf March 2011
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MirriAd Limited

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF MIRRIAD LIMITED

We have audited the group and parent company financial statements (the *“financial

statements’’) of MirnAd Limited for the year ended 30 September 2010 which comprnise Group Profit and
Loss Account, the Group and Company Balance Sheets and the Accounting Policies and the related notes
The financ1al reporting framework that has been applied n their preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out on pages 3 to 4 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and faur
view Our responsibility 1s to audit the financial statements tn accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body 1n
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 1s shown or into whose hands 1t may come save where expressly agreed by our prior consent n
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropniate to
the group’s and parent company’s circumstances and have been consistently applied and adequately
disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall
presentation of the financial statements

Opinion on financial statements
In our opinion the financial statements

e give a true and fair view of the state of the group’s and the parent company’s affairs as at 30
Septemnber 2010 and of the group’s loss for the year then ended,

» have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting
Practice, and

o have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opinmion the information given in the Directors® Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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MirriAd Limited

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF MIRRIAD LIMITED
(continued)

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you 1f, in our opinton

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

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

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

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

ot
Terence Hopcroft (Senior Statutory Auditor)
For and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Uxbridge

D Manl 200
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MirriAd Limited

GROUP PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 SEPTEMBER 2010

TURNOVER

Cost of sales

GROSS PROFIT/(LOSS)

General and Administrative expenses
OPERATING LOSS

Interest receivable

Interest payable and simular charges

Grant income

LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Taxation on loss on ordnary activities

LOSS FOR THE FINANCIAL YEAR AFTER TAXATION

The operating loss for the year arises from continuing operations

Note

5(a)
5(b)

14

Year ended Year ended
30 September 30 September
2010 2009

£ £

157,820 16,520
(86,045) (43,050)
71,775 (26,530)
(2,807,800) (2,801,246)
(2,736,025) (2,827,776)
- 17,230

(280,645) (296,421)
214,650 201,060
(2,802,020) (2,905,907)
19,332 48,882
(2,782,688) (2,857,025)

There are no matenal differences between the loss on ordinary activities before taxation and the loss for the

financial year stated here and their historical cost equivalents

No separate statement of total recognised gains and losses has been presented as all such gains and losses

have been dealt with in the profit and loss account
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MirriAd Limited

GROUP AND COMPANY BALANCE SHEETS AS AT 30 SEPTEMBER 2010

FIXED ASSETS
Tangible assets
Intangible assets
Investments

CURRENT ASSETS
Debtors
Cash at bank and in hand

TOTAL CURRENT ASSETS

CREDITORS
Amounts falling due within one year

NET CURRENT ASSETS

CREDITORS Amounts falling due
after one year

NET ASSETS

CAPITAL AND RESERVES

Called up equity share capital
Share premium
Profit and loss account

TOTAL SHAREHOLDERS’ DEFICIT

Note

7

10

11

12

13
14
14

15

Group Company
2010 2009 2010 2009
£ £ £ £
123,704 106,976 97,402 73,284
- 664,227 - 664,227
- - 1,200 1,200
123,704 771,203 98,602 738,711
266,216 548,325 2449446 2,108,334
1,117,772 31,517 1,078,102 (101
1,383,988 579,842 3,527,548 2,108,433
(287,626) (1,206,281) (283,864) (1,080,151
1,096,362 (626,439) 3,243,684 1,028,282
(942,986) (5,382,147)  (942,986) (5,382,147)
277,079 (5,237,383) 2,399,300 (3,615,154)
4,947,488 6,384 4,947,488 6,384
3,715,525 359,439 3,715,525 359,439
(8,385,894) (5,603,206) (6,263,673) (3,980,977)
277,079 (5,237,383) 2,399300 (3,615,154)

These financial statements have been prepared in accordance with the special provisions of Part 15 of the
Companies Act 2006 relating to small companies and in accordance with the Financial Reporting Standard

for Smaller Entities (effective Apnl 2010)

The financial statements on pages 7 to 20 were approved by the board of directors 011’244_ MARCH 2011 and
were signed on behalf of the Board of Directors

Anthony Isaacs
Director
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010
1. Accounting policies
Basis of accounting

These financial statements are prepared on the going concern basis, under the historical cost convention, and
in accordance with the special provisions of Part 15 of the Companies Act 2006 relating to small companies
and 1n accordance with the Financial Reporting Standards for smaller entities (effective April 2008) The
principal accounting policies, which have been applied consistently throughout the year, are set out below

Going concern

The financial statements have been prepared on the going concern basis which assumes that the Group will
continue n operational existence 1n the foreseeable future

The Group raised £2 9m of funding from investors during the year and a further £988,000 by way of a one
for five nghts 1ssue in November 2010, and sales have increased markedly since 2010 The Group's
projections reflect the forecast increases 1n the level of revenues and costs from the successful
implementation of its business strategy The Directors recognise that the timing and amount of increases in
revenues and costs 1s not guaranteed However based on the cash flow forecasts, the Directors are confident
that the Company will have sufficient working capital for at least 12 months from the date of approval of
these financial statements Accordingly they believe that 1t 1s appropniate for the financial statements to be
prepared on a going concern basis

The financial statements do not contamn any adjustments that would arise 1f the financial statements
were not drawn up on a gomng concern basis If required, these adjustments would be made to the
balance sheet of the company to increase or reduce the balance sheet values of assets to their
recoverable amounts, to provide for future liabilities that might arise and to reclassify fixed assets and
long term habilities as current assets and lhabilities

Basis of consolidation

The consolidated financial statements are the consolidation of the financial statements of the MirmAd
Limited and 1its subsidiary undertakings MirrnAd Advertising Private Limited and MuriAd Inc All the
subsidiaries have uniform accounting policies Inter-company transactions, balances and unrealised gains on
transacttons between Group companies are eliminated

The company has elected to take the exemption under section 398 of the Companies Act 2006 to not present
the parent company profit and loss account The loss for the year of the company was £2,282,696 (2009 loss
of £1,703,861)

Turnover and revenue recognition

Turnover represents the value (excluding Value Added Tax) of fees for the services provided The company
provides advertising services Revenue relating to advertising services 1s recognised when the services are
provided to customers 1n accordance with contractual terms and conditions
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010
(CONTINUED)

1. Accounting policies (continued)
Tangible fixed assets and depreciation

Tangible fixed assets are stated at original cost less accumulated depreciation Depreciation 1s calculated to
write off the cost less estimated residual value of each asset evenly over its expected useful hife at the
following rates

Computer hardware and office equipment — three years
Leasehold improvements — over the minimum lease term
Intangible fixed assets and amortisation

Purchased intangible assets are capitalised and amortised over their useful economical lives on a straight line
basis Useful economic lives will be reviewed at the end of each reporting peniod and revised 1if necessary
The company evaluates the carrying value of goodwill in each financial year to determine 1f there has been
impairment 1n value, which would result in the mability to recover the carrying amount When 1t 15
determined that the carrying value exceeds the recoverable amount, the excess 1s wntten off to the profit and
loss account The intangible assct relates to mainly hcensed intellectual property and was being amortised
over a period of seven years, however as a result of a review of the economic useful hife the Board has
determined that 15 appropriate to write off the intangible asset in full 1n 2010

Investment in subsidiary undertakings

Investments in subsidiary undertakings are recorded at cost plus incidental expenses less any provision for
imparrment Investments are reviewed for impairment indicators by the directors, on an annual basis and
provisions are made where required

Share based payments, equaty warrants and premum on conversion of preferred shares

As permitted under FRSSE (2008), the company 1s not required to account for share based payments and
equity warrants, and any premium on conversion of preferred shares

‘B’ preferred shares and preferred dividend

As a result of the reorgamisation noted 1n the Directors’ Report all accrued dividends on the B Shares up to
31 March 2010 are treated as consideration for the 2010 Ordinary Shares 1ssued to the holders of B shares
Thus fixed cumulative dividend has been accrued on a daily basis The B Shares also had a preferential right
to return of capital on winding up Given the nature of the ‘B’ ordinary shares, 1n prior years they were
classified as creditors in accordance with FRSSE (effective 2008) and the presentation requirements of
Financial Reporting Standard 25 “Financial Instruments” The dividend was accrued on a daily basis
beginning on the date of 1ssue of each ‘B’ preferred shares and was expensed as interest payable

Operating leases

Rentals applicable to operating leases where substantially all of the benefits and risks of ownership remain
with the lessor are charged to the profit and loss account on a straight line basis over the lease term

Research and Development

Research and Development costs are written off n the profit and loss account 1n the period in which they are
incurred

Page 10




MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010
(CONTINUED)

1. Accounting policies (continued)
Foreign currencies

The Company translates foreign currency transactions into sterling at the rate of exchange prevailing at the
transaction date Monetary assets and liabilittes denominated in foreign currencies are translated into sterling
at the rate of exchange prevailing at the balance sheet date or if hedged by way of a forward contract, at the
forward rate Exchange differences arising are taken to the profit and loss account The transactions of
subsidiaries are translated into sterling using the temporal method The transactions are translated into
sterling at the average monthly rate Exchange losses arising are taken to profit and loss

Deferred taxation

Deferred tax 15 recognised i respect of all timing differences that have originated but not reversed at the
balance sheet date, where transactions or events that result 1n an obligation to pay more tax in the future or a
right to pay less tax 1n the future have occurred at the balance sheet date A net deferred tax asset 1s
recognised as recoverable and therefore recognised only when, on the basis of all available evidence, 1t can
be regarded as more likely than not that there will be suitable taxable profits against which to recover carried
forward tax losses and from which the future reversal of underlying timing differences can be deducted
Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax 1s measured on an undiscounted basis

Grant income

Government grants are recognised 1n the profit and loss account when the conditions for receipt have been
complied with and there 1s reasonable assurance that the grant will be received so as to match such recetpt
with the expenditure toward which they are intended to contribute

Cash flow from operating activities

The company, as a small reporting entity, 15 exempt from the requirement to prepare a cash flow statement
under Financial Reporting Standard for Smaller Entities (effective January 2007) Consequently the company
has taken advantage of the exemption from preparing a cash flow statement

Convertible loan notes

As aresult of the reorgamisation during the year all convertible loan notes were converted 1 2010 Ordinary
shares Prior to 2010 convertible loan notes were separately classified as liabilities and the finance cost
(being the difference between the net proceeds of the notes and the total amount of payments the company 1s
required to make) was amortised pro-rata over the period of the notes, and charged to the profit and loss
account The notes were nitially stated at the net proceeds recetved, and the carrying amount of the note
increased by the accrued finance cost up to the date of conversion At the date of conversion an additional
finance cost has been recognised so that the carrying value of the notes 1s equal to the par value of 2010
Ordinary Shares 1ssued to the loan note holders
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010

(CONTINUED)
2. Operating Loss on ordinary activities before taxation
Year ended Year ended
30 September 30 Septernber
2010 2009
£ £
Research and development costs 393,516 527.628
Amortisation of intangibles (note 8) 664,227 150,391
Depreciation on tangible fixed assets (note 7) 60,744 36,460
Auditors remuneration — audit services 13,000 7,000
3. Staff costs
Year ended Year ended
30 September 30 September
2010 2009
£ £
Wages and salaries 1,032,666 1,313,863
Social security costs 126,347 126,160
Staff benefits 14,804 26,476
1,173,817 1,466,499
The number of employees at end of year amounted to as follows
By Activity
Year ended Year ended
30 September 30 September
2010 2009
General and administrative 2 2
Sales and marketing 20 14
Research and development 8 9
30 25

The average number of persons, excluding directors, employed by the company during the year was 24

(2009 22)

Included 1n the above costs are certain staff costs relating to the pertod to 30 September 2010 that were
paid 1n 2010 under a staff deferral plan should the Company close funding Such payments were triggered
by the funding closed in March 2010 Under the plan staff accepted reduced remuneration in return for full
repayment upon the completion of a fundraise exceeding £1m together with a 100% uphift for amounts
deferred 1n excess of 10% of remuneration A number of staff including two directors received 2010
ordinary shares in the Company 1nstead of receiving the net, cash proceeds due to them under the plan
Such net cash proceeds were applied to the purchase of shares afier the appropriate deduction of relevant
Pay As You Earn taxes and National Insurance (see Related Party Transactions in Note 17, page 20)
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010

(CONTINUED)

4, Directors’ emoluments

Year ended Year ended
30 September 30 September
2010 2009
£ £
Aggregate emoluments 351,249 400,915

The Group and Company had eight directors during the year (2009 Five) The emoluments include
monitoring fees payable to the director 1n person or payable to funds over which they have a controlling
mertest The emoluments relating to the highest paid director amounted to £128,230 (2009 £187,917) No
other remuneration was paid to directors during the year The above emoluments include £143,077 due to
the staff deferral plan as described n note 3 page 12 1 e the full repayment of deferred remuneration up to

10% and a 100% uphft on amounts deferred in excess of 10% of remuneration

5 (a) Interest receivable and grant income

Year ended Year ended

30 September 30 September

2010 2009

£ £

Bank interest received - 17,230
5 (b) Interest payable and similar charges

Year ended Year ended

30 September 30 September

2010 2010

£ £

Bridge Loan Interest (6,201) -

Preferred dividend (note 12) (130,000) (260,000)

Finance cost of convertible loan note {(note 11) (138,046) (29,062)

Foreign Exchange (6,398) (7,350)

(280,645) (296,421)

The bridge loan 1interest was paid 1n relation to advance funding provided to the Company by certain
institutional investors 1n January 2010 prior to completion of the £1 6m funding on 31 March 2010 (see note

13

6. Taxation on loss on ordinary activities

Year ended Year ended

30 September 30 September

2010 2009

Current tax £ £

Tax charge for the period at rate of corporation tax in the - -
UK of 21% (2009 21%)

Research and development tax credit 19,332 48,882

19,332 48,882
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010

(CONTINUED)

Factors affecting tax charge for year

The tax for the year differs from the standard rate of corporation tax in the United Kingdom of 21%

(2009 21%) The differences are explained below

Year ended Year ended
30 September 30 September
2010 2009
£ £
Loss on ordinary activities before tax (2,802,020) (2,905,907)
Loss on ordinary activities multiplied by rate of corporation (588,424) (610,240)
tax 1n the UK of 21% (2009 21%)
Effects of
Expenses not deductible 43,950 9914
Accelerated capital allowances/other timing differences 544,474 600,326
Permanent difference ansing from change in rate of - -
corporation tax
Research and development tax credit (19,332) (48,882)
Current tax credit for year (19.332) (48,882)

Factors that may affect future tax charges

The deferred tax asset at 30 September 2010 not recognised in the financial statements of £1,113,678 (2009
£945,858) consists of £4,361 (2009- £3,872) excess of capital allowances over depreciation and tax losses of
£1,118,039 (2009 £949,730) The deferred tax asset has not been recognised due to uncertainty regarding

sustainable future profits

7. Tangible fixed assets

Group Furniture &
fixtures and
Computer
equipments
£
Cost
At 1 October 2010 174,029
Additions during the year 77,471
At 30 September 2010 251,500
Accumulated depreciation
At 1 October 2010 (67,053)
Charged during the year (60,744)
At 30 September 2010 (127,797)
Net Book Value
At 30 September 2009 106,976
At 30 September 2010 123,703
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010

(CONTINUED)

7. Tangible fixed assets (continued)

Company Furniture &
fixtures and
Computer
equipments
£
Cost
At 1 October 2010 119,566
Additions during the year 61,738
At 30 September 2010 181,304
Accumulated depreciation
At 1 October 2010 (46,282)
Charged during the year (37,620)
At 30 September 2010 (83,902)
Net Book Value
At 30 September 2009 73,284
At 30 September 2010 97,402
8. Intangible fixed assets
Group and company Intellectual
Property
£
Cost
At 1 October 2010 and 30 September 2010 1,052,737
Accumulated amortisation
At | October 2010 (388,510)
Charged during the year (664,227)
At 30 September 2010 (1,052,737)
Net Book Value
At 30 September 2009 664,227
At 30 September 2010 -

The intangible asset was being amortised over a period of seven years, however as a result of a review of the
economic useful life the Board has determined that 1s appropniate to write off the intangible asset in full in

2010
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010

(CONTINUED})

9, Investments

Company — investments in subsidiary companies £
Cost at 1 October 2010 1,200
Additions during the year -
Cost at 30 September 2010 1,200

The directors consider that no adjustment 1s required to the impairment provision at 30 September 2010

During the year the Company had interests in the following investments, all of which are conschidated in the

Group financial statements

Name of subsidiary or group

Nature of business

Country of Proportion of nominal

undertaking registration value of shares and
and voting rights held
operation
MirriAd Advertising Private Limited ~ Provision of embedded India 100%
advertising 1nto video
MirriAd Inc Provision of embedded USA 100%
advertising into video
All of the above shares held are ordinary share capital
10. Debtors — Amounts falling due within one year
Group At30  Group At 30 Company At Company At 30
September September 30 September September
2010 2009 2010 2009
£ £ £ £
Trade Debtors 3,958 - 3,958 -
Prepayments 115,563 78,586 60,593 54,585
Amounts owed by subsidiary - - 2,238,200 1,584,210
undertakings
Other debtors (see note 11) 117,546 467,794 117,546 467,794
Research and development tax 19,332 - 19,332 -
credit
Other tax receivable 9,817 1,945 9,817 1,945
266,216 548,325 2,449,446 2,108,534
11. Creditors — Amounts falling due within one year
Group At30  Group At 30 Company At Company At 30
September September 30 September September
2010 2009 2010 2009
£ £ £ £
Deferred consideration for 53,513 8,400 53,513 8.400
purchase of intellectual property
(see note 12)
Trade creditors 97,311 130,753 97,150 124,478
Accrued expenses 136,802 369,635 133,201 249,780
Convertible loan notes - 697,493 - 697,493
287,626 1,200,281 283,264 1,081,151
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010
(CONTINUED)

11. Creditors — Amounts falhing due within one year (continued)

The Convertible Loan Notes were 1ssued on 30 July 2009 and the net proceeds at date of 1ssue amounted to
£668,431 They were secured by way of a fixed and floating charge 1n favour of Noteholders and were
redeemable on 1 July 2011 with a 50% premium or, 1n the event of a new capital raise, the Loan Notes were
convertible into equity at a 20% discount to the price of the new equity raised The Notes were satisfied in
full following their conversion mto 2010 ordinary shares on 31 March 2010 During the period to 31 March
2010 the Company has recognised the finance cost of £138,046 (2009 £29,062) comprised of 1} the finance
costs relating to the 50% premium payable and 11) an adjustment to adjust the carrying vaiue of the loan notes
to equal the par value of the 2010 ordinary shares 1ssued to Noteholders (as the new equity raised was 1ssued
at an effective 20% discount to the par value) For the year ended 30 September 2009 the finance cost was
solely based on a 50% premium payable to Noteholders in the event of redemption Included in other debtors
in 2009 there was balance of £411,391 relating to convertible loan notes recervable, this amount was held by
the company’s solicitors 1n therr client account on behalf of the company and drawn down as required based
on Board approval during the year

12. Creditors — Amounts falling due after more than one year

Company

Group At30  Group At 30 At30 Company At 30

September September  September September

2010 2009 2010 2009

£ £ £ £

Deferred constderation for 942,986 991,600 942,986 991,600
purchase of intellectual property

‘B’ Preferred shares - 4,390,547 - 4,390,547

942,986 5,382,147 942,986 5,382,147

Deferred consideration

The deferred consideration relates to the purchase of intellectual property i February 2007 The company
purchased licensed software from Imagineer Systems Limited The purchase consideration agreed pursuant
to a sale and purchase agreement and intellectual property licence agreement amounted to £1,052,737 of
which £52,737 was settled in 2007 The balance of the consideration of £1m was deferred and is payable on
an annual basis at the rate of 3 75% of the company’s annual gross revenue subject to a maximum period of
seven years If the deferred consideration is not paid 1n full by the seventh year (1e February 2014), the
entire outstanding balance will fall due at this ime

The current portion of the deferred consideration (see note 11) 1s estimated based on the estimated revenue
for the subsequent year

‘B’ Preferred shares
At 30 September At 30 September

2010 2009
£ £
Authorised
10,000,000 ‘A’ Preferred shares of £0 10 each - 1,000,000
9,908,252 ‘B’ Preferred shares of £0 10 each - 990,825
Issued, allotted and fully paid
550,367 ‘B’ Preferred shares of £0 10 each - 50,367
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED SEPTEMBER 2010
(CONTINUED)

12. Creditors — Amounts falling due after more than one year (continued)

During the year all B Preferred shares were converted in 2010 ordinary shares Each ‘B’ Preferred
shareholder was entitled to recerve a fixed cumulative dividend at a rate of 6 5% per annum on the 1ssue
price (‘Preferred Dividend’) Further, ‘B’ Preferred shareholders had the ability to convert the shares into
ordinary shares at their discretion Considering the above, ‘B’ preferred shares were classified as debt rather
than equity 1n prior years

13. Called up share capital

Following the adoption of during the year of new articles of association the Company no longer has specified
authorised share capital (2009 authorised share capital 1,917,480 ordinary shares of £0 01 each totalling
£19,175)

At 30 September At 30 September

2010 2009
£ £

Issued, allotted and fully paid
638,430 Ordinary shares of £0 01 each - 6,384
638,430 Deferred shares of £0 01 each 6,384 -
494,106,425 “2010” Ordinary shares of £0 01 each 4,941,064 -
4,947 448 6,384

As a result of the conversion of ‘B’ preferred shares and convertible loan notes on 31 March 2010 the
Company 1ssued 83,553,900 “2010” Ordinary shares at par to loan note holders and 116,446,100 “2010”
Ordinary shares at par to ‘B’ shareholders New funding of £1 55m on 31 March 2010 resulted in the 1ssue of
155,126,560 “2010” ordinary shares at par and of this £1 55m, £300,000 was advanced to the Company by
certan institutional investors 1n the form of a bridging loan 1n January 2010 (see note 5(b)) Subsequent
funding of £1 4m resulted in the 1ssue of 138,979,865 “2010” ordinary shares at par

14. Reserves
Group Share premium Profit and loss
account
£ £
At 1 October 2009 359,349 (5,603,206)
Loss for the year - (2,782,688)
Adjustment resulting from share restructure 3,356,086 -
At 30 September 2010 3,715,525 (8,385,894)
Company Share premium Profit and loss
account
£ £
At 1 October 2009 359,349 (3,980,977)
Loss for the year - (2,282,696)
Adjustment resulting from share restructure 3,356,086 -
At 30 September 2010 3,715,525 (6,263,673)

The share premium adjustment resulting from the share restructure arises as the carrying value of B shares as
at 31 March 2010 was £4,520,547 (including accrued dividends) whereas the par value of the 116, 446,100
2010 Ordinary Shares issued to B shareholders in exchange was £1,164,461
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010
(CONTINUED)

15. Reconcihation of movements in equity shareholders’ deficit

2010 2009
Group £ £
Loss for the financial year (2,782,688) (2,857,023)
Increase 1n called up share capital 4,941,064 -
Increase 1n share premium 3,356,086 -
Opening equity shareholders' deficit (5,237,383) (2,380,358)
Closing equity shareholders’ surplus/( deficit) 277,079 (5,237,383)

2010 2009
Company £ £
Loss for the financial year (2,282,696) {1,703,861)
Increase 1n called up share capital 4,941,064 -
Increase in share premium 3,356,086 -
Opening equity shareholders' deficit (3,615,154) (1,911,293)
Closing equity shareholders' deficit (2,399,300) (3,615,154)

16. Share Based Payments

As a result of the share reorganisation on 31 March 2010 all existing options have lapsed The original
share option plan (Old Plan) was introduced in January 2008 and the options granted thereunder had a
contractual life of up to 10 years at the time of grant A new share option plan had not been implemented
as at 30 September 2010 Awards under the Old Plan were generally reserved for employees at senior
management level or above and UK employees were currently eligible to participate The company made
no grants under the Old Plan during the year (2009 - grants made on 1 July 2009 and 11 September 2009)
In most cases options granted under the Old Plan were exercisable on the third anniversary on the date of
grant, subject to continued employment All options were to vest on an exit No performance conditions
were included 1n the fair value calculations and the options were equity settled No opttons had been were
outstanding as at the balance sheet (2009 - 233,574) The options under the Old Plan, prior to their lapse
on 31 March 2010, could be exercised at a price of either £0 30 or £0 60 per option
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MirriAd Limited

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2010
(CONTINUED)

17. Related party transactions

During the year ended 30 September 2010, the company had the following significant related party
transactions which were carried out at arms length

Party Relationship Transaction details
Peter Bazalgette Chairman from 14 May 2010 e  Purchase of 10,000,000 “2010” ordinary
and non executive director shares at 1p per share on 18 May 2010
Stephen Bullock Chairman to 14 May 2010 ¢  Allotment of 22,624,179 “2010” ordnary
and non executive director shares at 1p per share due to share
reorganisation

o  Purchase of 21,400,000 “2010" ordinary
shares at 1p per share on 31 March 2010

e Purchase of 625,000 “2010” ordinary shares
at tp per share on 13 August 2010

Anthony Isaacs Director e Purchase of 1,700,000 “2010” ordmary
shares at 1p per share by application of net
cash proceeds from staff deferral plan on 31

March 2010
Michael Pemington | Director with controlling ¢ Provision of a bridge loan of £170,000
interest in Oxford (bemg part of the £300,000 advanced to the
Technology ECF LP Company - see note 13) in January 2010 !
(OTECEF) an nvestor 1n the e Allotment of 61,734,183 “2010” ordinary
Company shares at lp per share to OTECF due to

share reorganisation

e  Purchase of 50,900,817 “2010” ordinary
shares at 1p per share by OTECF on 31
March 2010 (including £170,000 bridge loan
pus interest as part consideration)

Mark Popkiewicz | Director ¢ Purchase of 1,850,000 “2010” ordinary
shares at 1p per share by apphcation of net

cash proceeds from staff deferral plan on 31
March 2010

Bruce Smith Non executive director e Allotment of 25,173,920 “2010” ordinary
shares at 1p per share due to share
reorganisation on 31 March 2010

¢ Purchase of 20,150,000 “2010” ordinary
shares at 1p per share on 31 March 2010

Dennis Wilkinson | Director ¢ Allotment of 62,503 “2010” ordinary shares
at 1p per share due to share reorganisation

Monitoring fees relating to directors have been included in directors emoluments (see note 4)
18. Controlling party

No single shareholder has a controlling interest and no single party 1s considered as a controlling party of the
company

19. Post balance sheet event

£988,000 1n funding was raised on 18 November 2010 via a 1 for 5 rights 1ssue of 2010 ordinary shares at 1p
per share
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