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Socrates Technology Limited

GROUP STRATEGIC REPORT
For the Year Ended 31 December 2018

Principal activity

Socrates Technology Limited was formed to act as a holding company for the Firefly business. The technology
education and consulting services marketplace, particularly around Cloud and data center technologies is
vibrant and Firefly has a well earned reputation and sound growth prospects in this arena. The market adoption
of the systems associated with Cloud technologies has created an opportunity to help our customers implement
and manage these hardware and software environments.

Business review

Turnover of the Group was $21,853,625 (2017: $15,591,985), a 40% increase, which has predominantly arisen
due to the impact of the digital sales business being included for the full year rather than just three months
since its acquisition in September 2017. Gross margin was 57% (2017: 57%), which was considered
satisfactory in the context of bedding the new digital sales business into the group. Administrative costs rose by
25%, again reflecting the full year impact of the digital sales business. Administrative costs are expected to fall
in the next period- as we restructure our workforce having changed our data center strategy. In addition, the
group suffered fair value losses of $607,446, which predominantly arose in respect of the group’s exposure to
Lucidworks following the sale of its associate, Twigkit, to that company last year (see notes 3 and 14). The
overall operating loss was $1,303,306 (2017: $1,651,115).

The trading performance of the underlying Firefly business was strong and the operating losses lncurred are as
a result of the impact of changes to the procurement policies of our major customers.

The group’s overall loss before tax was $1,547,378 (2017: $2,683,939), although management are much more
focussed on the operating loss line at present, as the profit before tax is subject to fluctuation arising from the
capital structure of the company. In particular, dividends in relation to preference share capital are recognised
as an interest expense and, as this capital is denominated in sterling, the group is also subject to foreign
exchange exposure in respect of both the underlying capital and accrued unpaid preference share dividends.
This led to a net charge to the income statement of $107,281 (2017: $1,966,653), with the decrease being due
to favourable exchange rate movements.

In terms of financial position, the group has net liabilities of $12,010,611 and net indebtedness of $16,620,876,
but both of these figures are inflated by liabilities in respect of the preference share capital of $13,092,288. As
explained in note 2.2, these liabilities will not lead to cash outflows until such time as the group is profitable.
Additionally, deferred revenues of $4,371,682 will only lead to indirect cash outflows relating will the fulfilment
of those obligations, which will be significantly lower than the balance sheet liability. Accordingly, the solvency
position of the group is much stronger than the balance sheet implies.

With that said, the cash reserves of the Group remain a concern, but prudent managemsent of the situation will
mitigate the position. Operating cash outflows for the year were $424,057 (2017: $115,573) which were largely
driven by outflows of $1,546,812 in respect of creditors, which reflects the changing procurement policies of the
group’s major customers. Notwithstanding this, the group was able to make net debt repayments of $497,339
during the year. Additionally, $3 million of the group’s debt is now due to a director rather than an external
finance provider. Together with debt servicing of $147,931 this gave rise to financing outflows of $645,270
(2017: inflows of $1,051,032). Investment in the group’s fixed asset base were largely funded by disposals from
its short-term investment holdings, so net cash from investing activities was $7,267 (2017: $550,837).
Consequently, the overall movement in cash was an outflow of $1,062,060 (2017: inflows of $1,486,296).
Operating inflows during 2019 were stronger which, coupled with investing inflows from Lucidworks, will enable
to group to pay down further debt during 2019.
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Socrates Technology Limited

GROUP STRATEGIC REPORT (CONTINUED)
For the Year Ended 31 December 2018

Principal risks and uncertainties

Socrates has a concentration of its revenues from a small number of large US technology companies. Should
these companies suffer a decline there would likely be an advérse effect on the performance of Socrates. The
digital transformation that is affecting our business introduces a technology and software development risk. The
key financial indicator will be the continued profitability of the provision of online content at a realistic price.

Our principal risks are

Operational risk is the risk of loss or other material adverse impact resulting from inadequate or failed internal
processes, systems or external events.

Our key risks currently include operational risk along with reputational risk associated with working with global
technology providers.

Future Developments
The continued industry wide enthusiasm Cloud based technologles continues to present opportunities for the

Firefly business. It is anticipated that further growth will be delivered by one or more strategic partnerships or
acquisitions in the future.

weport was approved by the board on 6 February 2020 and signed on its behalf.

P Little
Director
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Socrates Technology Limited

DIRECTORS' REPORT
For the Year Ended 31 December 2018

The directors present their report and the financial statements for the year ended 31 December 2018.
Directors' responsibilities statement

The directors are responsible for preparing the group strategic report, the directors’ report and the consolidated
financial statements in 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 elected to prepare the financial statements in accordance with applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial
Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland'. 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 the Group and of the profit or loss of the Group for
that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies for the Group's financial statements and then apply them consistently;
. make judgments and accounting estimates that are reasonable and prudent;
. state whether applicable UK Accounting Standards have been followed, subject to any material

departures disclosed and explained in the financial statements;

. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Group will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and the Group and to 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 irregularities.

Results and dividends

The loss for the year, after taxation and minority interests, amounted to $1,640,369 (2017 - loss $2,707,028).

The directors have not reccmmended a dividend (2017: $nil). Details of unpaid accrued cumulative dividends*
on the company's preference share capital are provided in note 21.

Directors
The directors who served during the year were:

P Little
A Usherwood

Future developments

Details of likely future developments are contained in the strategic report.
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Socrates Technology Limited

DIRECTORS' REPORT (CONTINUED)
For the Year Ended 31 December 2018

Disclosure of information to auditors
Each of the persons who aré directors at the time when this directors' report is approved has confirmed that:

. so far as the director is aware, there is no relevant audit information of which the Company and the
Group's auditors are unaware, and

. the director has taken all the steps that ought to have been taken as a director in order to be aware of
any relevant audit information and to establish that the Company and the Group's auditors are aware of
that information.

Post balance sheet events
In January 2019 the contingencies surrounding deferred contingent consideration due to the Group in respect of

the disposal of an associated undertaking were resolved. The Group received cash of $554,820 and additional
shares in Lucidworks Inc. Further details of this transaction are contained in note 14 of the financial statements.

In early 2019 the Group disposed of its freehold property for post-fee proceeds of $3,100,000. The carrying
value at the balance sheet date was $2,868,653. No significant tax liability arises on disposal.
Auditors

The auditors, Rees Pollock, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006.

This report was approved by the board on 6 February 2020 and signed on its behalf.

Lo LdA

P Little
Director
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Socrates Technology Limited

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF SOCRATES TECHNOLOGY LIMITED

Opinion

We have audited the financial statements of Socrates Technology Limited for the year ended 31 December
2018, set out on pages 7 to 31. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 'The
Financial Reporting Standard applicable in the UK' (United Kingdom Generally Accepted Accounting Practice).
In our opinion the financial statements:

. give a true and fair view of the state of the Group's and of the Parent Company's affairs as at 31
December 2018 and of the Group's loss for the year then ended; :

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditors' responsibilities
for the audit of the financial statements section of our report. We are independent of the Group in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the United Kingdom,
including the Financial Reporting Council's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

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

. the directors' use of the going concern basis of accounting in the preparation 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 Group's or the Parent 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.

Other information

The directors are responsible for the other information. The other information comprises the information
included in the Annual Report, other than the financial statements and our auditors' report therean. Our opinion
on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.

Opinion on other matters prescribed by the Companies Act 2006

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

. the information given in the group strategic report and the directors' report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and
. the group strategic report and the directors' report have been prepared in accordance with applicable

legal requirements.
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Socrates Technology Limited

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF SOCRATES TECHNOLOGY LIMITED
(CONTINUED)

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the Group and the Parent Company and their environment

obtained in the course of the audit, we have not identified material misstatements in the group strategic report

or the directors' report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006

requires us to report to you if, in our opinion:

. adequate accounting records have not been kept by the Parent Company, or returns adequate for our
audit have not been received from branches not visited by us; or :

. the Parent Company financial statements are not in agreement with the accounting records and returns;
or

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

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

Responsibilities of directors

As explained more fully in the directors' responsibilities statement on page 3, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error. ,

In preparing the financial statements, the directors are responsible for assessing the Group's and the Parent
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 either intend to liquidate the Group or the
Parent Company or to cease operations, or have no realistic alternative but to do so.

Auditors' responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an 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 ISAs (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 Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our

»  auditors’ report. ,
Use of our report

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

Alexander Macpherson (senior statutory auditor)

for and on behalf of
Rees Pollock
Chartered Accountants
Statutory auditor

35 New Bridge Street
London

EC4V 6BW

6 February 2020
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Socrates Technology Limited

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the Year Ended 31 December 2018

Turnover
Cost of sales

Gross profit

Administrative expenses
Fair value movements

Share of loss of associates

Operating loss

Provisions against and profit on disposal of investments
Interest receivable and similar income
Interest payable and expenses

Loss before taxation

Tax on loss

Loss for the financial year

Foreign exchange difference on retranslation of subsidiary

Other comprehensive income for the year

Total comprehensive income for the year

(Loss) for the year attributable to:

Non-controlling interests
Owners of the parent Company

Total comprehensive income for the year attributable to:

Non-controlling interest
Owners of the parent Company

The notes on pages 14 to 31 form part of these financial statements.

2018 2017
Note $ 3
4 21,853,625 15,591,985
(9,339,057)  (6,719,706)
12,514,568 8,872,279
(13,210,428) (10,555,163)
(607,446) 129,766

14 - (97,997)
5 (1,303,306) (1,651,115)
- 996,775

9 864,527 87,313
10 (1,108,599) (2,116,912
(1,547,378) (2,683,939)

11 (33,524) 105,420
(1,580,902) (2,578,519)
3,097 (2,610)

3,097 (2,610)
(1,577,805) (2,581,129)
=’/ e —
59,467 128,509
(1,640,369) (2,707,028)
(1,580,902) (2,578,519)
60,396 127,685
(1,638,201) (2,708,814)

(1,577,805)

(2,581,129)
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Socrates Technology Limited
Registered number:08193077

CONSOLIDATED BALANCE SHEET
As at 31 December 2018

Fixed assets

Intangible assets
Tangible assets
investments

Current assets
Debtors: amounts falling due after more
than' one year

Debtors: amounts falling due within one
year

Current asset investments
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabilities

Total assets less current liabilities
Creditors: amounts falling due after more
than one year

Net liabilities.

Capital and reserves

Called up share capital

Other reserves

Profit and loss account

Equity attributable to owners of the
parent Company

Non-controlling interests

Note

12
13
14

15

15
16

17

- 18

21

2018

3,148,123
4,372,737
668,821

8,189,681

4,000

3,118,108
1,551,381
1,014,712

5,688,201

(18,495,251)
(12,807,050)

(4,617,369)

(7,393,242)

(12,010,611)

2
3,579,055
(13,279,440)

(9,700,383)
(2,310,228)

(12,010,611)

3,102,108
2,535,702
2,079,336

7,717,146

(19,392,530)

2017
$,

3,987,623
4,382,147
1,185,226

9,554,996

(11,675,384)

(2,120,388)

(8,312,418)

(10,432,806)

2
3,679,055
(11,641,239)

(8,062,182)

(2,370,624)

(10,432,806)

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

6 February 2020.
P Little w("

Director

The notes on pages 14 to 31 form part of these financial statements.
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Socrates Technology Limited
Registered number:08193077

COMPANY BALANCE SHEET
As at 31 December 2018
2018 2017
Note $ $
Fixed assets
Investments 14 3,870,488 4,419,526
3,870,488 4,419,526
Current assets
Debtors: amounts falling due within one .
year 15 5,219,475 4,956,850
Cash at bank and in hand 430,613 524,554
5,650,088 5,481,404
Creditors: amounts falling due within one . » ) A A
year 17 (6,164,868) (5,629,746)
Net current liabilities (514,780) (148,342)
Total assets less current liabilities 3,355,708 4,271,184
Creditors: amounts falling due after more
than one year 18 (7,112,912) (7,555,235)
Net liabilities (3,757,204) (3,284,051)
Capital and reserves
Called up share capital 21 2 2
Profit and loss account (3,757,206) (3,284,053)
4 (3,757,204) (3,284,051)

The financial statements were approved and authorised for issue by the board and were signed on its behalf on
6 February 2020.

P Little Z}(’KX Q < 4,(
Director

The notes on pages 14 to 31 form part of these financial statemenits.
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Socrates Technology Limited

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the Year Ended 31 December 2018

Equity
attributable
Called up Profit and to owners of Non-
share Merger loss parent controlling
capital reserve account Company interests Total equity
$ $ $ $ $ $
At 1 January 2017 2 - (8,932,425) (8,932,423) - (8,932,423)
Loss for the year - - (2,707,028) (2,707,028) 128,509 (2,578,519)
Foreign exchange difference on retranslation of subsidiary - - (1,786) (1,786) (824) (2,610)
Total comprehensive income for the year - - (2,708,814) (2,708,814) 127,685 (2,581,129)
Acquisition of subsidiary - 3,579,055 - 3,679,055  (2,498,309) 1,080,746
Total transactions with owners - 3,579,055 - 3,579,055 (2,498,309) 1,080,746
At 1 January 2018 * ‘ 2 3,679,055 (11,641,239) (8,062,182) (2,370,624) (10,432,806)
Loss for the year - - (1,640,369)  (1,640,369) 59,467  (1,580,902)
Foreign exchange difference on retranslation of subsidiary ) - - 2,168 2,168 929 3,097
Total comprehensive income for the year - - (1,638,201) (1,638,201) 60,396 (1,577,805)
At 31 December 2018 2 3,579,055 (13,279,440) (9,700,383) (2,310,228) (12,010,611)

The notes on pages 14 to 31 form part of these financial statements.

The merger reserve represents the difference between the fair value of equity consideration given to non-
controlling interests on the acquisition of KnowledgeNet Enterprises, LLC and the net liabilities of Firefly
Holdings Inc. attributable to non-controlling interests as a result of that acquisition.
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Socrates Technology Limited

COMPANY STATEMENT OF CHANGES IN EQUITY
For the Year Ended 31 December 2018

At 1 January 2017

Loss for the year

At 1 January 2018

Loss for the year

At 31 December 2018

Called up Profit and
share loss -

capital account Total equity

$ $ $

2 (1,615,683) (1,615,681)

- (1,668,370) (1,668,370)

2  (3,284,053) (3,284,051)

- (473,153) (473,153)

2 (3,757,206) (3,757,204)

The notes on pages 14 to 31 form part of these financial statements.
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Socrates Technology Limited

CONSOLIDATED STATEMENT OF CASH FLOWS

For the Year Ended 31 December 2018

Cash flows from operating activities

Loss for the financial year
Adjustments for:

Amortisation of intangible assets
Depreciation of tangible assets

Interest payable

Interest receivable

Taxation charge

(Increase) in debtors

(Decrease)/increase in creditors

Net fair value losses/(gains) recognised in P&L
Share of operating profit/(loss)) in associates
Corporation tax received/(paid)

Foreign exchange movements

Net cash generated from operating activities

Cash flows from investing activities

Acquisition of subsidiary

Purchase of tangible fixed assets

Sale of short term listed investments
Purchase of short term unlisted investments
Sale of short term unlisted investments
Sale of share in associates

Interest received

HP interest‘”paid

Net cash from investing activities

Cash flows from financing activities

New secured loans
Repayment of loans

Finance leases advanced
Repayment of finance leases
Loans from directors

Interest paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of year
Foreign exchange gains and losses

2018 2017

$ $
(1,580,902) (2,578,519)
839,500 1,643,421
938,819 650,481
1,108,599 1,036,729
(864,527) (87,313)
33,624  (105420)
(62,775)  (936,127)
(1,546,812) 289,509
607,446  (129,766)
- (898,778)
107,752 (79,973)
(4,681) 1,080,183
(424,057)  (115,573)

- 135,647
(929,865) (1,253,989)

. 1,140,591
(58,822) (56,173)

952,944 -

. 524,554

63,991 87,313
(20,981) (27,106)
7,267 550,837

- 500,000
(3,175,187) (15,657)
- 966,992
(328,907)  (277,149)

3,006,755 -
(147,931)  (123,154)
(645,270) 1,051,032
(1,062,060) 1,486,296
2,079,336 596,325 -

(4,473) (3,285)
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Socrates Technology Limited

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
For the Year Ended 31 December 2018

2018 2017
$ $

Cash and cash equivalents at the end of year 1,012,803 2,079,336

Cash and cash equivalents at the end of year comprise:

Cash at bank and in hand 1,014,712 2,079,336
Bank overdrafts (1,909) -

1,012,803 2,079,336

CONSOLIDATED ANALYSIS OF NET DEBT .
For the Year Ended 31 December 2018

At1 Other non- At 31

January cash December

2018 Cash flows changes 2018

$ $ $ $

Cash at bank and in hand 2,079,336 (1,060,151) (4,473) 1,014,712
Bank overdrafts - (1,909) - (1,909)
Debt due after 1 year (7,942,764) 199,092 442,323 (7,301,349)
Debt due within 1 year (3,951,603) (30,660) (9,755)  (3,992,018)
Preference share accrual (5,429,939) - (549,437) (5,979,376)
Finance leases © (689,843) 328,907 - (360,936)

’

(15,934,813) (564,721) (121,342) (16,620,876)

The notes on pages 14 to 31 form part of these financial statements.

Non-cash movements arise from: exchange rate movements on overseas cash holdings; accrued preference
share dividends and exchange rate movements on sterling denominated preference shares and preference
share accruals; and fair value movements on liquid investments. ’
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

1.

General information

Socrates Technology Limited is a private company limited by shares incorporated in the United Kingdom
and registered in England and Wales. The company's registered office is Roppeleghs, West End Lane,
Haslemere, Surrey GU27 2EN. The company acts as holding company for a group, the principal
activities of which are internetworking education and consulting services.

Accounting policies

21

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention and in
accordance with Financial Reporting Standard 102, the Financial Reporting Standard applicable in
the UK and the Republic of Ireland and the Companies Act 2006.

The company meets the definition of a qualifying entity under FRS 102 and has therefore taken
advantage of the disclosure exemptions available to it in respect of its separate financial
statements, which are presented alongside the consolidated financial statements. Exemptions have
been taken in relation to the presentation of a cash flow statement.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. Management are also required to exercise judgment in applying the
entity's accounting policies. Details of estimates and judgements are contained in note 3.

The Group has elected to apply all amendments to FRS 102, as set out in the triennial review
published in December 2017, prior to the mandatory adoption for accounting periods beginning on
or after 1 January 2019.

Going concern
The Group has net liabilities of $12,010,611 and net indebtedness of $16,620,876.

Both of these figures include $13,092,288 due in respect of preference shares held by the ultimate
controlling party. Cash outflows in respect of these instruments can only be made when there are
distributable reserves available to make payments, or there is a capital restructuring exercise.
Accordingly, they are not expected to lead to significant cash outflows in the short to medium term.

Additionally, the Group has deferred revenues of $2,514,479 associated with Firefly Holdings, Inc.
('Firefly') and $1,857,203 associated with KnowledgeNet Enterprises LLC ('KNet'). Neither of these
amounts will lead to direct cash outflows: the deferred revenues associated with Firefly will incur
costs of delivery, which are lower than the balance sheet liability due to deferred profit; those
associated with KNet will lead to minimal cash costs as the associated costs of delivery have largely
been prepaid.

Consequently, neither the balance sheet position nor the indebtedness statement represents a true
reflection of the Group's solvency. '

In this context the directors have prepared forecasts which indicate that the Group will continue to
be able to pay its liabilities as they fall due for a period of not less than twelve months from the date
of approval of these financial statements. Accordingly, they continue to adopt the going concern
basis in the preparation of the financial statements.

No assessment has been made of the financial effect of the going concern basis proving to be
inappropriate.
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

2,

Accounting policies (continued)

23

24

2.5

Basis of consolidation

The consolidated financial statements present the results of the Group and its own subsidiaries ("the
Group") as if they form a single entity. Intercompany transactions and balances between group
companies are therefore eliminated in full.

The consolidated financial statements incorporate the results of business combinations using the
purchase method. In the balance sheet, the acquiree's identifiable assets, liabilities and contingent
liabilities are initially recognised at their fair values at the acquisition date. The results of acquired
operations are included in the consolidated statement of comprehensive income from the date on
which control is obtained. They are deconsolidated from the date control ceases.

In accordance with the transitional exemptions available in FRS 102, business combinations
occurring prior to 1 January 2014 have not been restated under FRS 102 and carrying values arising
under historic GAAP have been retained.

Goodwill

Goodwill represents the difference between amounts paid on the cost of a business combination and
the acquirer’s interest in the fair value of the Group's share of its identifiable assets and liabilities of
the acquiree at the date of acquisition. Subsequent to initial recognition, goodwill is measured at
cost less accumulated amortisation and accumulated impairment losses. Goodwill is amortised on a
straight line basis to the profit and loss account over its useful economic life of 5 years.

Tangible fixed assets

Tangible fixed assets are stated at historical cost less accumulated depreciation and any
accumulated impairment losses. Historical cost includes expenditure that is directly attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the
manner intended by management.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Freehold property - 50 years straight line
Fixtures and fittings - 5 to 7 years straight line
Computer equipment - 3 to 7 years straight line

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last
reporting date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the consolidated statement of comprehensive income.
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

2,

Accounting policies (continued)

2.6

2.7

2.8

Impairment of fixed assets and goodwill

Assets that are subject to depreciation or amortisation are assessed at each balance sheet date to
determine whether there is any indication that the assets are impaired. Where there is any indication
that an asset may be impaired, the carrying value of the asset (or cash-generating unit to which the
asset has been allocated) is tested for impairment. An impairment loss is recognised for the amount
by which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset's (or CGU's) fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs). Non-financial assets that have been previously impaired are
reviewed at each balance sheet date to assess whether there is any indication that the impairment
losses recognised in prior periods may no longer exist or may have decreased.

Valuation of investments
Investments in subsidiaries are measured at cost less accumulated impairment.

Investments in unlisted shares, whose market value can be reliably determined, are remeasured to
market value at each balance sheet date. Gains and losses on remeasurement are recognised in
the profit or loss for the period. Where market value cannot be reliably determined, such
investments are stated at historic cost less impairment.

Investments in listed company shares are remeasured to market value at each balance sheet date.
Gains and losses on remeasurement are recognised in profit or loss for the period.

Financial assets

Other than investments (see above), the Group only enters into basic financial instruments
transactions that result in the recognition of financial assets like trade and other accounts receivable
and loans to related parties.

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

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

Page 16



Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

2.

2.11 Operating leases: the Group as lessee

Accounting policies (continued)

2.9 Financial liabilities

Financial liabilities and equfty are classified according to the substance of the financial instrument's
contractual obligations, rather than the financial instrument's legal form.

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

Subsequently financial liabilities are measured at amortised cost using the effective interest rate
method of accounting.

Gains and losses arising on the repurchase, settlement or otherwise cancellation of liabilities are
recognised respectively in finance revenue and finance cost. .

A liability is derecognised when the contract that gives rise to it is settled, sold, cancelled or expires.

210 Turnover

Turnover is recognised to the extent that it is probable that the economic benefits will flow to the
Group and the turnover can be reliably measured. Turnover is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes.

Turnover from a contract to provide services is recognised in the period in which the services are
provided in accordance with the stage of completion of the contract when all of the following
conditions are satisfied: the amount of turnover can be measured reliably; it is probable that the
Group will receive the consideration due under the contract; the stage of completion of the contract
at the end of the reporting period can be measured reliably; and the costs incurred and the costs to
complete the contract can be measured reliably.

Specifically, contracts to deliver a set number of training courses are recognised as courses are
delivered on a pro rata basis. Contracts to allow access to training materials over a period of time
are recognised on a pro rata basis over the period in which access is to be provided.

-

Rentals paid under operating leases are charged to the consolidated statement of comprehensive
income on a straight line basis over the lease term.

2.12 Pensions

Defined contribution pension plan

The Group operates a defined contribution plan for its 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 Group has no further payment obligations.

The contributions are recognised as an expense in the consolidated statement of comprehensive
income when they fall due. Amounts not paid are shown in accruals as a liability in the balance
sheet. The assets of the plan are held separately from the Group in independently administered
funds.
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

2.

Accounting policies (continued)

2.13 Foreign currency translation

Functional and presentation currency
The Company's functional and presentational currency is USD.
Transactions and balance

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of transactions.

At each 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.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the profit and loss account.

On consolidation, the results of overseas operations are translated into sterling at rates
approximating to those ruling when the transactions took place. All assets and liabilities of overseas
operations are translated at the rate ruling at the reporting date. Exchange differences arising on
translating the opening net assets at opening rate and the results of overseas operations at actual
rate are recognised in other comprehensive income.

2.14 Interest income

Interest income is recognised in the consolidated statement of comprehensive income using the
effective interest method.

2.15Finance costs

Finance costs are charged to the consolidated statement of comprehensive income over the term of
the debt using the effective interest method so that the amount charged is at a constant rate on the
carrying amount. Issue costs are initially recognised as a reduction in the proceeds of the associated
capital instrument.

2.16 Taxation

Tax is recognised in the profit and loss account, except that a change attributable to an item of
income and expense recognised as other comprehensive income or to an item recognised directly
in equity is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the balance sheet date in the countries where the Company
and the Group operate and generate income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the balance sheet date.

2.17 Dividends

Dividends on shares recognised as liabilities are recognised as expenses and classified within
interest payable. '
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Socrates Technology. Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

3.

Judgments in applying accounting policies and key sources of estimation uncertainty

During 2017 the Group acquired all of the equity interests of KnowledgeNet Enterprises LLC ('KNet') in a
share-for-share swap. As no cash changed hands and the equity consideration in the transaction related
to an unlisted entity, the establishment of the fair value of that consideration was based on unobservable
inputs and assumptions. As the value of the equity consideration directly impacted the amount of
goodwill recognised in the transaction, this represents a key estimation in the consolidated financial
statements. The goodwill recognised in the transaction was $4,197,498, which has a carrying value at the
balance sheet date of $3,148,123. If the equity consideration had been valued 10% lower, then the

"goodwill recognised in the transaction would have decreased by $199,244, and the current carrying value

would be $2,998,691. The amortisation charge for the current year would have been reduced by $39,849
in this scenario.

In 2017, the Group disposed of its holding in Twigkit Limited ('Twigkit'), an associate, in exchange for
cash and equity consideration. As the counterparty, Lucidworks, Inc., is unlisted, the fair value of the
equity consideration is based on unobservable inputs and represents a key source of estimation
uncertainty. The valuation was established based on analysis prepared by a corporate finance house
which had invested in Twigkit. This analysis compared public company matrices with the management of
Lucidworks Inc.'s estimate of the expected share price of Lucidworks Inc.'s shares in the next anticipated
funding round for that entity. This produced a range of valuations, and management utilised the lower
end of that range in measuring the fair value of the consideration on initial recognition, resulting in an
initial value for the shares of $1,185,226. Had management used the upper end of the range then the
profit on disposal of Twigkit would have increased by $296,307, with a corresponding increase in the
Group's unlisted fixed asset investments. As Lucidworks Inc. is unlisted, the carrying value of the Group's
holding will vary on a funding round and the resulting fair value movement will be sensitive to this
original estimation of fair value. During the current year the fair value of the Group's holding in
Lucidworks Inc. fell by $549,038.

Additionally, management has judged that deferred contingent consideration relating to this disposal
cannot be recognised as it depends on events outside the entity's control. Details of the contingent
consideration are included in note 14. The contingencies relating to this were resolved in January 2019
and additional consideration of $863,541 will be recognised in the year ended 31 December 2019.
Turnover

The whole of the turnover is attributable-to internetworking education and consulting services.

An analysis of turnover by geographical market has not been provided as the directors believe that to do
$0 may be seriously prejudicial to the interests of the group.

Operating loss

The operating loss is stated after charging:

2018 2017
$ $
Depreciation of tangible fixed assets 938,819 650,481
Amortisation of intangible assets, including goodwill 839,500 1,643,421
Exchange differences 26,966 (55,269)

Other operating lease rentals 560,525 188,380
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

6. Auditors' remuneration

2018 2017
$ $
Fees payable to the Group's auditor and its associates for the audit of the
Group's annual accounts 51,000 47,000
51,000 47,000
Fees payable to the Group's auditor and its associates in respect of:
The auditing of accounts of associates of the Group pursuant to legislation 7,000 7,000
Other services relating to taxation 6,000 6,000
13,000 13,000
7. Employees
Staff costs, including directors' remuneration, were as follows:
Group Group Company Company
2018 2017 2018 2017
$ $ $ $
Wages and salaries 8,114,175 5,721,578 - -
Social security costs 529,470 339,052 - -
Cost of defined contribution scheme 126,811 59,983 - -

8,770,456. 6,120,613 - -

The average monthly number of employees of the group, including the directors, during the year was as

follows:
2018 2017
No. No.
83 46

The Company has no employees other than the directors, who did not receive any remuneration (2017 -
SNIL)
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

8. Directors' remuneration
2018 2017
$ $
Directors' emoluments 299,808 238,313
The highest paid director received remuneration of $299,808 (2017 - $238,313).
9, Interest receivabie
2018 2017
$ $
Exchange difference on retranslation of equity treated as debt 800,536 -
Other interest receivable 63,991 87,313
864,527 87,313
10. Interest payable and similar expenses
2018 2017
$ $
Loan interest payable ) 179,801 123,153
Exchange difference on retranslation of equity treated as debt - 1,080,183
Preference share dividends 907,817 886,470
Finance leases and hire purchase contracts 20,981 27,106

“ 1,108,599

2,116,912
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Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

11. Taxation

Corporation tax

Current tax on profits for the year
Foreign tax

Foreign tax on income for the year

Total current tax

Total deferred tax

Taxation on loss on ordinary activities

Factors affecting tax charge for the year

2018 2017
$ $
32,878 (105,420)
646 -
33,524 (105,420)
33,524

(105,420)

The tax assessed for the year is higher than (2017 - higher than) the standard rate of corporation tax in

the USA of 21% (2017 - 29.39%). The differences are explained below:

Loss on ordinary activities before tax

Loss on ordinary activities multiplied by standard rate of corporation tax in
the USA of 21% (2017 - 29.39%)

Effects of:

Non-tax deductible amortisation of goodwill

Expenses not deductible for tax purposes, other than goodwill amortisation
Capital allowances for year in excess of depreciation

Carried forward tax losses

Higher rate taxes on overseas earnings

Adjustments to tax charge in respect of prior periods

Other timing differences leading to an increase (decrease) in taxation
Non-taxable exchange rate losses/(gains) on non-equity share capital
Non-taxable income

- Total tax charge for the year

2018 2017
$ $
(1,547,378)  (2,683,939)
(324,949)  (788,810)
37,568 191,796
198,072 273,369
109,481 (19,010)
94,746 265,960
7,982 (14,347)
- (134,624)
(36,561) 72,803
(168,113) 317,504
115,298  (270,061)
33,524

(105,420)
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NOTES TO THE FINANCIAL STATEMENTS
For the qur Ended 31 December 2018

11. Taxation (continued)

Factors that may affect future tax charges

At the balance sheet date the group had aggregate tax positions arising from unrelieved tax losses
carried forward and timing differences in the deductibility of the group's fixed assets of $4,706,263 (2017:
$746,175), resulting in an unrecognised deferred tax asset at the standard rate of corporation tax in the
relevant jurisdictions of $988,315 (2017: $154,473). The asset has not been recognised due to
uncertainties over the timing and nature of profits against which it will reverse.

12. Intangible assets

Group

Goodwill

$

Cost
At 1 January 2018 14,949,089
At 31 December 2018 ' 14,949,089
Amortisation : )
At 1 January 2018 10,961,466
Charge for the year ' 839,500
At 31 December 2018 11,800,966
Net book value
At 31 December 2018 3,148,123

At 31 December 2017 3,987,623
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NOTES TO THE FINANCIAL STATEMENTS

For the Year Ended 31 December 2018

13.

Tangible fixed assets

Group

Cost
At 1 January 2018
Additions

At 31 December 2018
Depreciation
At 1 January 2018

Charge for the year on owned assets
Exchange adjustments

At 31 December 2018

Net book value

At 31 December 2018

At 31 December 2017

Freehold Fixtures and Computer
property fittings equipment Total
$ $ $ $
3,100,000 365,168 3,764,238 7,229,406
- 4,074 925,791 929,865
3,100,000 369,242 4,690,029 8,159,271
248,000 76,972 2,522,287 2,847,259
62,000 37,513 839,306 938,819
- - 456 456
310,000 114,485 3,362,049 3,786,534
2,790,000 254,757 1,327,980 4,372,737
2,852,000 288,196 1,241,951 4,382,147

The net book value of assets held under finance leases or hire purchase contracts, included above, are

as follows:

Computer equipment

2018
$

369,653

2017
$

252,040
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NOTES TO THE FINANCIAL STATEMENTS
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14.

Fixed asset investments

Group
Unlisted
investments
$
Valuation
At 1 January 2018 1,185,226
Revaluations (516,405)

At 31 December 2018 , 668,821

Contingent consideration

In April 2017 the Group sold its 37% holding in Twigkit Limited, an associated undertaking, for cash of
$554,820 and 871,490 common stock in Lucidworks, Inc., the purchaser. The unlisted common stock
was valued at $1,185,226 and costs of $30,266 were incurred, realising a profit on disposal of
$1,016,775. Net cash received on disposal after costs was $524,554.

As part of the sale agreement additional deferred consideration is due contingent on certain conditions
being met. The amount of deferred contingent consideration is $554,820 of cash and 422,906 of
common stock in Lucidworks, Inc. As at the date of approval of these financial statements it is probable
that these conditions will be met but, as they are outside the Group's control, the additional
consideration will only be recognised when the conditions are satisfied. The conditions were satisfied in
January 2019 and the additional consideration will be recognised in the year ended 31 December 2019.

Company
Subsidiaries Unlisted Total
$ $ $
Cost
At 1 January 2018 3,234,300 1,185,226 4,419,526
Revaluations - (549,038) (549,038)
At 31 December 2018 3,234,300 636,188 3,870,488

The Company has deferred contingent consideration as described above.

Page 25



Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

14. Fixed asset investments (continued)
Subsidiary undertakings

The following were subsidiary undertakings of the Company:

Class of
Name Principal activity shares Holding
Firefly US Holdings Inc. Internetworking Ordinary 100%
education and consulting -
services (USA)
Firefly Communication LLC Dormant (USA) Ordinary 100%
Athena Holdings Inc. Property management  Ordinary 100%
(USA)
Firefly Training EMEA Limited Internetworking Ordinary 100%

education and consulting
services (UK)
Firefly APAC Pte. Limited Internetworking Ordinary 100%
education and consulting
services (Singapore)

KnowledgeNet Enterprises LLC Internetworking Ordinary 100%
education and consulting
services (USA)
15. Debtors
Group Group Company Company
2018 2017 2018 2017
$ $ $ $
Due after more than one year
Other debtors 4,000 - - -
Group Gm[jp Company Company
2018 2017 2018 2017
$ $ $ $
Due within one year
Trade debtors 2,126,727 2,436,596 - -
Amounts owed by group undertakings - - 5,219,475 4,956,850
Other debtors 562,707 312,534 - -
Prepayments and accrued income 428,674 352,978 - -

3,118,108 3,102,108 5,219,475 4,956,850

The Group's other debtors include $256,141 (2017: $270,349) of non-financial instruments and
$306,566 (2017: $42,185) of financial instruments. The latter, together with trade debtors mean that
group debtors include $2,433,293 (2017: $2,478,781) of financial assets which are carried at amortised
cost.

All of the company's debtors represent financial assets carried at amortised cost.
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16. Current asset investments
Group Group
2018 2017
$ $
Unlisted investments 1,551,381 2,535,702
Current asset investments and fixed asset investments in unlisted shares are the only financial
instruments measured at fair value through profit and loss. The fair value of fixed asset investments in
unlisted shares is based on the previous equity valuation suggested by shares issued by the
undertaking. The fair value of unlisted current asset investments comprises mutual funds, the fair value
of which is readily available based on underlying share prices, and provided by the investment
managers.
All other financial instruments are measured at amortised cost using the effective interest rate method.
17. Creditors: Amounts falling due within one year
Group Group Company Company
2018 2017 2018 2017
$ $ $ $
Bank overdrafts 1,909 - - -
Bank loans 975,508 3,951,603 - -
Trade creditors 1,948,080 1,063,495 - -
Amounts owed to group undertakings - - - 163,518
Corporation tax 163,516 29,360 21,907 23,838
Other taxation and social security 199,844 21,832 - -
Obligations under finance lease and hire
purchase contracts 269,043 320,189 - -
Other creditors 3,685,341 209,619 12,451 12,451
Accrqals and deferred income 11,252,010 13,796,432 6,130,510 5,429,939
19,392,530 6,164,868

18,495,251

5,629,746

Group accruals and deferred income includes $6,880,328 (2017: $6,917,988) of accruals. Together with
bank overdrafts and loans, trade creditors, obligations under finance leases and hire purchase contracts
and other creditors mean that $13,760,209 (2017: $12,462;894) is included in Group creditors: amounts
falling due within one year relating to financial liabilities carried at amortised cost.

Other creditors include a loan from a director of $3,006,755 (2017: $nil).
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18. Creditors: Amounts falling due after more than one year

Group Group  Company Company
2018 2017 2018 2017
$ ) $ $
Bank loans 188,437 387,529 - -
Net obligations under finance leases and hire
purchase contracts 91,893 369,654 - -
Share capital treated as debt 7,112,912 7,555,235 7,112,912 7,555,235
7,393,242 8,312,418 7,112,912 7,555,235

Disclosure of the terms and conditions attached to the non-equity shares is made in note 21.

All creditors: amounts falling due after more than one year relate to financial liabilities carried at

amortised cost.

Page 28



Socrates Technology Limited

NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended 31 December 2018

19.

20.

Loans

Analysis of the maturity of loans is given below:

Loan balances comprise:

Group Group
2018 2017
$ $
Amounts falling due within one year
Bank loans ’ 975,508 3,951,603
Amounts falling due 1-2 years ' '
Bank loans ’ 70,167 227,745
Amounts falling due 2-5 years
Bank loans 118,270 159,784

1,163,945 4,339,132

The Group has a bank loan of $761,970 (2017: $3,880,336) which is payable on demand and secured
against the Group's current asset investments and subject to a personal guarantee from the ultimate
controlling party.

The Group also has a bank loan with outstanding principal of $251,975 (2017: $308,796) repayable by
monthly payments over the period to 7 October 2022. Interest is charged'at 5.5% per annum. The loan
is secured on the tangible assets of KnowledgeNet Enterprises LLC. and subject to a personal guarantee
from key management personnel of that entity.

The Group has a loan of $150,000 (2017: $150,000) which is repayable as a lump sum on 1 October
2019 and secured on the tangible assets of KnowledgeNet Enterprises LLC. Interest is charged at the
Prime Rate published in the Wall Street Journal plus 2%, but subject to a floor of 6.5%.

All of the loan facilities comprise basic financial liabilities and are measured at amortised cost using the
effective interest rate methodology.

Hire purchase and finance leases

Minimum lease payments under hire purchase fall due as follows:

Group Group

2018 2017

$ $

Within one year 269,043 320,189
Between 1-5 years 91,893 369,654

360,936 689,843

Finance leases are secured on the assets to which the borrowings relate.
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21.

Share capital
2018 2017
Shares classified as equity

Allotted, called up and fully paid

152 (2017 - 152} A shares of £0.01 each 2 2
48 (2017 - 24) B shares of £0.01 each R -

2 2
2018 2017
$ $
Shares classified as debt
Allotted, called up and fully paid
7,112,912 (2017 - 5,584,888) Preference shares of £1.00 each 7,112,912 7,655,235

The preference shares shall confer the right to receive, in priority to the holders of the other classes of
shares, a fixed cumulative dividend at the rate of 10% per annum on the issue price of the preference
shares. The dividend shall accrue on a daily basis and is payable, subject to the Companies Act 2006
("the Act"), twice a year in arrears on 1 March and 1 September in each year. Where the dividend
cannot be paid due to the provisions of the Act the dividend shall be increased from that date until
payment by an additional amount calculated at the rate of 3% per annum above the base rate of The
Bank of England from time to time, compounded on 1 January and 1 June in each year on the amount
unpaid. Dividends other than those on the preference shares may be made by the directors as they see
fit. However, a dividend payment on one class of shares shall not give rise to an entitlement on any
other class of share.

On a return of capital the surplus assets of the company shall be applied: first in paying any unpaid
dividends on the preference shares; second in paying an amount equal to the issue price of the
preference shares; third in the payment of any declared but unpaid dividends on the A shares; fourth in
paying any declared but unpaid dividends on the B shares; and thereafter the balance will be
distributed to the holders of the A and B shares as if they constituted one class of shares.

As regards voting, the holders of the preference shares shall be entitled to notice of and the right to
speak at any general meeting, but shall have no voting rights. The A shares and B shares have voting
rights in general meeting such that the A shares shall always constitute 80% of the votes and the B
shares 20% of the votes.

While there is no mandatory repayment of the preference shares, they have been classified as debt in
accordance with the substance of the agreement.

During 2016 the company entered into a capital reduction by way of solvency statements and
1,997,036 preference shares of £1 each were cancelled giving rise to a discharge of amounts unpaid
on these shares.

The cumulative unpaid dividend on the Group's preference shares included in accruals is $5,979,376
(2017: $5,429,939). Such amounts can only be paid in accordance with company law on distributable
profits.
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22,

23.

24,

25.

Commitments under operating leases

At 31' December 2018 the Group had future minimum lease payments under non-cancellable operating
leases as follows:

Group Group

2018 2017

$ $

Not later than 1 year 494,956 338,960
Later than 1 year and not later than 5 years 1,188,106 1,189,248

1,683,062 1,628,208

The Company had no operating lease commitments.

Related party transactions

During the year P Little advanced the group a $3,006,755 loan. Interest is charged at 5% per annum and
total interest incurred during the year was $113,268 (2017: $nil) of which $50,250 (2017: $n|l) was
outstanding at the year end.

At 1 January 2018 $637,855 (2017: $637,855) was due from A Usherwood, a director. Advances in the
year totalled $nil (2017: $58,920). The highest balance outstanding during the year was $637,855 (2017:
$696,776). During the year the provision was increased by $nil (2017: $16,253) to provide against the
balance in full, and exchange losses of $nil (2017: $42,667) were incurred on the balance.

In addition to the directors, certain other employees constitute key management personnel as defined in
FRS 102 and the total amount paid to key management personnel, including the directors, was
$1,001,179 (2017: $612,383).

Post balance sheet events

In January 2019 the contingencies surrounding deferred contingent consideration due to the Group in

respect of the disposal of an associated undertaking were resolved. ‘-The Group received cash of

$554,820 and additional shares in Lucidworks Inc. Further details of this transaction are contained in

note 14 of the financial statements.

In early 2019 the Group disposed of its freehold property for post-fee proceeds of $3,100,000. The
carrying value at the balance sheet date was $2,868,653. No significant tax liability arises on disposal.

Controlling party

The company is controlled by P Little.
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