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VISUALSOFT LIMITED
STRATEGIC REPORT
FOR THE YEAR ENDED 30 JUNE 2018

Financial Highlights

Company Revenue EBITDA ' Profit after tax Net Assets
(£'000) (£'000) (£'000) (£°000)
12,998 2,283 1,832 5,977
+17.6% +113.0% +74.1% +44.2%

Company Overview

" Visualsoft now approaches 20 years of ecommerce experience, having grown from a leading .North East
web developer to a nationally recognised provider of online retail services.

2017/18 has been a very successful year for the business with the launch of our Shared Success model,
a market leading service which underlines our commitment to helping retailers grow their business
online.

Non-Financial CEO Statement

Highlights —

Orders processed As a company we are very proud that we are now approaching 20 years
1 1 ,1 50,000 in business and that across those years we have maintained our position
+1 9 8°/o as a market leading provider of ecommerce solutions. We have

consistently delivered innovations that provide competitive advantage for

our clients and our strategy remains to ensure that we are at the cutting
Platform Revenue

(£'000) edge of online retail.
715,052,000
+26% In the current financial year the company has seen strong performances

across all business areas; in online retail platform sales, via our
numerous marketing channel offerings and in our affiliate division. At the
same time as achieving these results we remain committed to sustainable
growth, which will allow us to deliver service excellence to our clients and
to offer secure employment for our staff and a growing number of
opportunities for prospective employees in our local area.




VISUALSOFT LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 30 JUNE 2018

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

. Principal activities . . . .
The principal activity of the company continued to be that of provider of e-commerce services.

Directors

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

Mr D Benson

Mr T Johnson

Mr D Duke

Mr M Leader

Mr N Innes (Appointed 10 October 2017)

Mr M McDermott (Appointed 10 October 2017)
Mr M Burton (Resigned 25 September 2017)

Results and dividends
The results for the year are set out on page 8.

No dividends were paid. The directors do not recommend payment of a final dividend.

Qualifying third party indemnity provisions

The company has made qualifying third party indemnity provisions for the benefit of its directors during the year.
These provisions remain in force at the reporting date.

Financial instruments

Liquidity risk
The company manages its cash and borrowing requirements in order to maximise interest income and minimise

interest expense, whilst ensuring the company has sufficient liquid resources to meet the operating needs of the
business.

Interest rate risk

The company is exposed to fair value interest rate risk on its fixed rate borrowings and cash flow interest rate risk on

floating rate deposits and bank loans. The company aims to maintain cash reserves over operational requirements
to minimise this risk.

Credit risk

Investments of cash surpluses and borrowings are made through banks and companies which must fulfil credit rating
criteria approved by the Board.

All customers who wish to trade on credit terms are subject to credit verification procedures. Trade debtors are
monitored on an ongoing basis and provision is made for doubtful debts where necessary.

Research and development

The company operates in a market with rapidly changing technologies. To mitigate this risk the company employs a
‘team which is constantly researching new developments and potential revenue streams.




VISUALSOFT LIMITED
DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2018

Future developments
The company will continue to develop both products and partnerships to maintain their market leading position.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the company
has adequate resources to continue in operational existence for the foreseeable future. Thus the directors continue
to adopt the going concern basis of accounting in preparing the financial statements

Auditor

A resolution proposing that Ernst & Young LLP be reappointed as auditor of the company will be put at a General
Meeting.

Statement of disclosure to auditor

So far as each person who was a director at the date of approving this report is aware, there is no relevant audit
information of which the company’s auditor is unaware. Additionally, the directors individually have taken all the
necessary steps that they ought to have taken as directors in order to make themselves aware of all relevant audit
information and to establish that the company’s auditor is aware of that information.

On behalf of the board




VISUALSOFT LIMITED
DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 30 JUNE 2018

The directors are responsible for preparing the Strategic Report, the Directors' Report and the 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 United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of

affairs of the company and of the profit or loss of the company for that period. In preparing these financial statements,
the directors are required to:

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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company'’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible

for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities.




VISUALSOFT LIMITED
INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 30 JUNE 2018

Opinion

We have audited the financial statements of Visualsoft Limited for the year ended 30 June 2018 which
comprise the Profit and Loss Account, the Statement of Comprehensive Income, the Balance Sheet, the
Statement of Cash Flows, the Statement of Changes in Equity and the related notes 1 to 28, including a
summary of significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice).

In our opinion, the financial statements:

e give a true and fair view of the company’s affairs as at 30 June 2018 and of its profit 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 Auditor's responsibilities
for the audit of the financial statements section of our report below. We are independent of the company in
accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK,
including the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with
these requirements.

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

Conclusions 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: :

e the directors’ use of the going concemn basis of accounting in the preparation of the financial
statements is not appropriate; or

s the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concemn 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 other information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon. The directors are responsible for the other information.

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

In connection with our audit of the financial statements, our responsibility 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 the other information,
we are required to report that fact.




VISUALSOFT LIMITED
INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 30 JUNE 2018

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

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

o the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

o the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

in the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or 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 or returns adequate for our audit have not been
received from branches not visited by us; or
» the 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 set out on page 4, 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 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 company or to cease operations,
or have no realistic altemnative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material 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 https://www.frc.org.uk/auditorsresponsibilities. This description forms
part of our auditor’s report.




VISUALSOFT LIMITED
INDEPENDENT AUDITOR’S REPORT
FOR THE YEAR ENDED 30 JUNE 2018

Use of our report

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

SN

Darren Rutherford (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Newcastle Upon Tyne

Date: 2(;““\\'&




VISUALSOFT LIMITED
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2018

Notes

Turnover - 3
Cost of sales

Gross profit

Administrative expenses

Other operating income 3
Operating profit 5
Interest receivable and similar income 8

Interest payable and similar expenses 9
Fair value gains on investment properties

Profit before taxation
Taxation (charge)/credit 10

Profit for the financial year

2018
£

12,998,269
(7,926,997)

5,071,272

(3,291,088)
317,359

2,097,543

1,273
(84,153)

2,014,663
(182,658)

1,832,005

2017
£

11,050,853

(6,762,661)

4,288,192

(3,662,785)

308,165

933,562

(43,286)

890,276

161,344

1,051,620

The Profit And Loss Account has been prepared on the basis that all operations are continuing operations.




VISUALSOFT LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2018

Profit for the year
Other comprehensive income

Total comprehensive income for the year

2018
£

1,832,005

1,832,005

2017
£

1,051,620

1,051,620




VISUALSOFT LIMITED
BALANCE SHEET
AS AT 30 JUNE 2018

Fixed assets
Tangible assets
Investment property

Current assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within
one year

Net current assets
Total assets less current liabilities

Creditors: amounts falling due after
more than one year

Provisions for liabilities
Net assets

Capital and reserves
Called up share capital
Property revaluation reserve

Profit and loss reserve

Total equity

Notes

12

13

15

16

17

20

23

24

2018

6,049,275
1,176,621

7,225,896

(1,640,400)

1,329,034
800,000

2,129,034

5,585,496

7,714,530

(1,649,049)
(88,616)

5,976,865

100
201,385
5,775,380

5,976,865

2017

4,771,574
208,139

4,979,713

(2,011,956)

1,434,346
800,000

2,234,346

2,967,757

5,202,103

(1,028,655)
(28,588)

4,144,860

100
201,385
3,943,375

4,144,860

The financial statements were approved by the board of directors and authorised for issue on 26)()(\’20‘6 and

are signed on its behalf by:

e b

Mr. D Benson
Director

Company Registration No. 03655545
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VISUALSOFT LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2018

Share Property Profit and Total
capital revaluation loss reserve
: reserve
Notes £ £ £ £
Balance at 1 July 2016 100 - 3,243,140 3,243,240
Year ended 30 June 2017:
Profit and total comprehensive income for the year
- - 1,051,620 1,051,620
Dividends 11 - - (150,000)  (150,000)
Other movements - 201,385 (201,385)  (201,385)
Balance at 30 June 2017 100 ° 201,385 3,943,375 4,144,860
Year ended 30 June 2018:
Profit and total comprehensive income for the year
- - 1,832,005 1,832,005
Dividends 11 - - - -
Other movements - - - -
Balance at 30 June 2018 100 201,385 5,775,380 5,976,865

T



VISUALSOFT LIMITED
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

Notes

Cash flows from operating activities

Cash generated from operations 28
Interest paid

Income taxes refunded/(paid)

Net cash inflow from operating activities
Investing activities

Purchase of tangible fixed assets
Proceeds on disposal of tangible fixed

* assets

Interest received

Net cash used in investing activities
Financing activities
Receipt/Repayment of bank loans
Payment of finance leases obligations
Loans made to directors

Loans repaid (to)/by directors
Dividends paid

Net cash used in financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2018 -

£ £

1,324,878

(84,153)

10,291

1,251,016
(79.783)
1,273

(78,510)
626,668
(85,509)
(740,183)
(5.000)

(204,024)

968,482

208,139

1,176,621

2017
£ £
696,414
(43,286)
(10,290)
642,838
(165,441)
(165,441)
(68,520)
(4,951)
(1,373,867)
10,034
(150,000)
(1,587,304)
(1,109,907)
1,318,046

208,139

-12-



VISUALSOFT LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2018

11

1.2

1.3

14

1.5

Accounting policies (continued)

Company information

Visualsoft Limited is a private company limited by shares incorporated in England and Wales. The registered
office is Visualsoft House, Princes Wharf, Thornaby, Stockton on Tees, Cleveland, TS17 6QY.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (“FRS 102") and the requirements of the Companies Act 2006.

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

The financial statements have been prepared under the historical cost convention, modified to include
investment properties at fair value. The principal accounting policies adopted are set out below.

The company is a wholly owned subsidiary and is included in the consolidated financial statements of Visualsoft
Holdings Limited, which can be obtained from Princes Wharf, Thornaby, Stockton on Tees, Cleveland TS17
6QY. As such it is a qualifying entity under FRS 102 and has taken advantage of the FRS 102 Section 33.1A
not to disclose transactions with its parent company.

Going concern

At the time of approving the financial statements, the directors have a reasonable expectation that the company
has adequate resources to continue in operational existence for the foreseeable future. Thus the directors
continue to adopt the going concern basis of accounting in preparing the financial statements.

Tumover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT.

Revenue from contracts for the provision of websites is recognised by reference to the stage of completion,
based on the percentage of work completed.

Research and development expenditure

Research expenditure is written off against profits in the year in which it is incurred. Identifiable development
expenditure is capitalised to the extent that the technical, commercial and financial feasibility can be
demonstrated.

Tangible fixed assets

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

Depreciation is recognised so as to write off the cost or valuation of assets less their residual values over their
useful lives on the following bases:

Freehold building over 30 years

Plant and machinery 33% straight line
Computer equipment 33% straight line
Leasehold property improvements 25% straight line

Freehold land is not depreciated.

-13-



VISUALSOFT LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2018

1.6

1.7

1.8

1.9

Accounting policies (continued)

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

Investment property

Investment property, which is property held to earn rentals and/or for capital appreciation, is initially recognised
at cost, which includes the purchase cost and any directly attributable expenditure. Subsequently it is measured
at fair value at the reporting end date. The surplus or deficit on revaluation is recognised in the profit and loss
account.

Where fair value cannot be achieved without undue cost or effort, investment property is accounted for as
tangible fixed assets.

Impairment of fixed assets

Ateach reporting period end date, the company reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if
any). Where itis not possible to estimate the recoverable amount of an individual asset, the company estimates
the recoverable amount of the cash-generating unit to which the asset belongs.

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

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

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have ceased to
apply. Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal
of the impairment loss is treated as a revaluation increase.

Cash and cash equivalents

Cash and cash equivalents are basic financial assets and include cash in hand and deposits held at call with
banks.

Financial instruments

The company has elected to apply the provisions of Section 11 'Basic Financial Instruments’ and Section 12
‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company’s balance sheet when the company becomes party to the
contractual provisions of the instrument.

Financial assets and liabilities are offset, with the net amounts presented in the financial statements, when
there is a legally enforceable right to set off the recognised amounts and there is an intention fo settle on a net
basis or to realise the asset and settle the liability simultaneously.

-14-



_VlSUALSOFT LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2018

1 Accounting policies (continued)

Basic financial assets

Basic financial assets, which include debtors and cash and bank balances, are initially measured at transaction
price including transaction costs and are subsequently carried at amortised cost using the effective interest
method unless the arrangement constitutes a financing transaction, where the transaction is measured at the
present value of the future receipts discounted at a market rate of interest. Financial assets classified as
receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or
joint ventures, are initially measured at fair value, which is normally the transaction price. Such assets are
subsequently carried at fair value and the changes in fair value are recognised in profit or loss, except that
investments in equity instruments that are not publicly traded and whose fair values cannot be measured reliably
are measured at cost less impairment.

Trade debtors, loans and other receivables that have fixed or determinable payments that are not quoted in an
active market are classified as 'loans and receivables'. Loans and receivables are measured at amortised cost
using the effective interest method, less any impairment.

Interest is recognised by applying the effective interest rate, except for short-term receivables when the
recognition of interest would be immaterial. The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating the interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash receipts through the expected life of the
debt instrument to the net carrying amount on initial recognition.

Impairment of financial assets

Financial assets, other than those held .at fair value through profit and loss, are assessed for indicators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the estimated future cash flows have been affected.
If an asset is impaired, the impairment loss is the difference between the carrying amount and the present value
of the estimated cash flows discounted at the asset’s original effective interest rate. The impairment loss is
recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not exceed
what the carrying amount would have been, had the impairment not previously been recognised. The
impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the asset expire or
are settled, or when the company transfers the financial asset and substantially all the risks and rewards of
ownership to another entity, or if some significant risks and rewards of ownership are retained but control of the
asset has transferred to another party that is able to sell the asset in its entirety to an unrelated third party.

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets
of the company after deducting all of its liabilities.

-15-



VISUALSOFT LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2018

1.10

1.11

Accounting policies (continued)

Basic financial liabilities o .

Basic financial liabilities, including creditors, bank loans and loans from feilow group companies are initially
recognised at transaction price unless the arrangement constitutes a financing transaction, where the debt
instrument is measured at the present value of the future receipts discounted at a market rate of interest.
Financial liabilities classified as payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate methaod.

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Amounts payable are classified as current liabilities if payment is due within one year
orless. If not, they are presented as non-current liabilities. Trade creditors are recognised initially at transaction
price and subsequently measured at amortised cost using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic financial
instruments. Derivatives are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently re-measured at their fair value. Changes in the fair value of derivatives are recognised
in profit or loss in finance costs or finance income as appropriate, uniess hedge accounting is applied and the
hedge is a cash flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently measured at
fair value through profit or loss. Debt instruments may be designated as being measured at fair value though
profit or loss to eliminate or reduce an accounting mismatch or if the instruments are measured and their
performance evaluated on a fair value basis in accordance with a documented risk management or investment
strategy.

Derecognition of financlial liabilities

Financial liabilities are derecognised when the company’s contractual obligations expire or are discharged or
cancelled.

Equity instruments

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

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

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported
in the profit and loss account because it excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are never taxable or deductible. The company’s liability for current
tax is calculated using tax rates that have been enacted or substantively enacted by the reporting end date.

-16-



VISUALSOFT LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2018

1.12

113

1.14

Accounting policies (continued)

Deferred tax

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

The carrying amount of deferred tax assets is reviewed at each reporting end date and reduced to the extent
that it is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be
recovered. Deferred tax is calculated on an undiscounted basis at the tax rates that are expected to apply in
the period when the liability is settled or the asset is realised. Deferred tax is charged or credited in the profit
and loss account, except when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity. Deferred tax assets and liabilities are offset when the company has a
legally enforceable right to offset current tax assets and liabilities and the deferred tax assets and liabilities
relate to taxes levied by the same tax authority.

Employee benefits .

The costs of short-term employee benefits are recognised as a liability and an expense, unless those costs are
required to be recognised as part of the cost of fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s services are
received.

Termination benefits are recognised immediately as an expense when the company is demonstrably committed
to terminate the employment of an employee or to provide termination benefits.

The company operates a share option incentive scheme for certain directors. The fair value of options granted,
if material, is recognised as an employee expense in the income statement with a corresponding increase in
equity. The fair value is measured at grant date and spread over the period during which the employees
become unconditionally entitled to the options. The fair value of the options is measured using a valuation
model, taking into account the terms and conditions upon which the options were granted. The amount
recognised in the income statement, if material, is adjusted at each balance sheet date to reflect the number of
share options that vest revised for estimated achievement of non-market based vesting conditions.

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessees. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets at the lower of the assets fair value at the date of
inception and the present value of the minimum lease payments. The related liability is included in the balance
sheet as a finance lease obligation. Lease payments are treated as consisting of capital and interest elements.
The interest is charged to the profit and loss account so as to produce a constant rate of interest on the
remaining balance of the liability.

Rental income from operating leases is recognised on a straight line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of
the leased asset and recognised on a straight line basis over the lease term.

Rentals payable under operating leases, including any lease incentives received, are charged to income on a
straight line basis over the term of the relevant lease except where another more systematic basis is more
representative of the time pattern in which economic benefits from the lease asset are consumed.
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VISUALSOFT LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 30 JUNE 2018

1.15

Accounting policies (continued)

Government grants

Govemment grants are recognised at the fair value of the asset received or receivable when there is reasonable
assurance that the grant conditions will be met and the grants will be received.

A grant that specifies performance conditions is recognised in income when the performance conditions are
met. Where a grant does not specify performance conditions it is recognised in income when the proceeds are
received or receivable. A grant received before the recognition criteria are satisfied is recognised as a liability.

Judgements and key sources of estimation uncertainty

In the application of the company’s accounting policies, the directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the period in which the estimate is revised where the revision affects only that

period, or in the period of the revision and future periods where the revision affects both current and future
periods.

The investment property valuation is based on a review by the directors of key indicators from the commercial
property market for the area.

The bad debt provision is based on a review by the finance team of the debtors and an assessment of whether
the debt is collectible based on their knowledge of the customer.

Turnover and other revenue

An analysis of the company’s tumover is as follows:

2018 2017
) £ £

Turmover analysed by class of business
E-commerce services . . 12,998,269 11,050,853
2018 2017
£ £

Other significant revenue

Grants received . 124,590 157,377
Rental income ) 129,425 145,957
Service charge receivable . 63,344 63,345
317,359 366,679
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4 Exceptional costs

Exceptional loan provision adjustment
Exceptional compensation charge

5 Operating profit
Operating profit for the year is stated after charging/(crediting):

Government grants

Fees payable to the company’s auditor for the audit of the company’s financial
statements

Fees payable to the company’s auditor in respect of tax services

Depreciation of owned tangible fixed assets
Depreciation of tangible fixed assets held under finance leases
Operating lease charges

2018

2018
£

(124,590)

12,000

43,675
47,561
137,534
124,624

2017
£

84,000
68,719

162,719

2017
£

(157,377)

12,000

12,550
30,831
107,448
76,433

Operating profit is also after charging approximate costs of £1m (2017 - £1m) in respect of research and

development costs representing wages and other costs.

6 Employees

The average monthly number of persons (including directors) employed by the company during the year was: .

Administration
Sales and service

2018 2017
Number Number
23 25

211 209

234 234
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6

Employees (continued) -

Their aggregate remuneration comprised:

2018 2017
£ £
Wages and salaries 6,593,365 6,546,917
Social security costs 641,652 136,266
Pension costs 52,452 37,974
7,287,469 6,721,157

Directors' remuneration
2018 2017
£ £
Remuneration for qualifying services 808,886 869,524
Company pension contributions to defined contribution schemes 2,475 1,728
811,361 871,252

The number of directors for whom retirement benefits are accruing under defined contribution schemes

amounted to 5 (2017 - 5).

Remuneration disclosed above include the following amounts paid to the highest paid director:

2018 2017
£ £
Remuneration for qualifying services 168,784 193,308
Company pension contributions to defined contribution schemes 495 346
The directors are considered to be the only key management personnel of the company.
Interest receivable and similar income
2018 2017
£ £
Interest income
Interest on corporation tax refund 1,273 -
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9 Interest payable and similar expenses

Interest on financial liabllities measured at amortised cost:
Loan interest
Interest on finance leases and hire purchase contracts

10 Taxation

Current tax

UK corporation tax on profits for the current period
Adjustments in respect of prior periods

Total current ta'x

Deferred tax

Origination and reversal of timing differences

Changes in tax rates

Total deferred tax

Total tax charge/(credit)

2018

55,946
28,207

84,163

2018
£

111,670
77,960

189,630

(4,430)
(2,542)

(6,972)

182,658

—_—

2017
£

27,476
15,810

43,286

2017
£

(127,408)
(26,485)

(153,893)

(7.745)
294

(7,451)

(161,344)
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10 Taxation (continued)

The actual credit for the year can be reconciled to the expected charge for the year based on the profit or loss

and the standard rate of tax as follows:

Profit before taxation

Expected tax charge based on the standard rate of corporation tax in the UK
of 19.00% (2017: 19.75%)

Tax effect of expenses that are not deductible in determining taxable profit
Tax effect of income not taxable in determining taxable profit

Adjustments in respect of prior years

Effect of change in corporation tax rate

Group relief

Research and development tax credit

Taxation charge/(credit) for the year

Taxation charge/(credit) in the financial statements

11 Dividends

Interim paid

2018 2017
£ £
2,014,663 102,961
382,786 175,830
9,434 37,997
(23,674) (31,082)
77,960 (26,485)
(2,542) 294
(16,667) .
(244,639) (317,898)
182,658 (161,344)
182,658 (161,344)
2018 2017

£ £

- 150,000
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12

13

Tangible fixed assets

Freshold Plant and Computer Total
building machinery  equipment
£ £ £ £

Cost
At 1 July 2017 1,197,229 181,701 268,946 1,647,876
Additions - 4,41 75,372 79,783
At 30 June 2018 1,197,229 186,112 344,318 1,727,659
Depreciation and impairment
At 1 July 2017 30,427 95,133 87,970 213,530
Depreciation charged in the year 17,387 61,075 106,633 185,095
At 30 June 2018 47,814 156,208 194,603 398,625
Carrying amount
At 30 June 2018 ’ 1,149,415 29,904 149,715 1,329,034

At 30 June 2017 1,166,802 86,568 180,976 1,434,346

The net carrying value of tangible fixed assets includes the following in respect of assets held under finance
leases or hire purchase contracts.

2018 2017

£ £

Plant and machinery 13,906 63,518
Computer equipment 129,451 160,256
143,357 223,774

Depreciation charge for the year in respect of leased assets 137,534 107,448

Freehold buildings (including the property classified as investment property) with a total carrying amount of
£1,949,415 (2017 - £1,966,802) have been pledged to secure borrowings of the company. The company is not
allowed to pledge these assets as security for other borrowings or to sell them to another entity.

Hire purchase contracts for plant and equipment are secured on the assets concerned.

Investment property

2018
£

Fair value
At 1 July 2017 and 30 June 2018 800,000

Investment property comprises one floor of the premises from which the company operates. The fair value of
the investment property is assessed by the directors based on an open market value basis.
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13

14

15

Investment property (continued)

As referred to in the tangible asset note above, the investment property has been pledged to secure borrowings
of the company. The company is not allowed to pledge these assets as security for other borrowings or to sell

it to another entity

The carrying value of investment property comprises:

Freehold

The comparable historic cost of the freehold investment property is £598,615 (2017: £598,615).

Financial instruments

Carrying amount of financial assets
Debt instruments measured at amortised cost

Carrying amount of financial liabilities
Measured at amortised cost

Debtors
Amounts falling due within one year:

Trade debtors

Corporation tax recoverable

Amounts due from fellow group undertakings
Other debtors

Loans to directors (Note 26)

Prepayments and accrued income

Trade debtors disclosed above are measured at amortised cost.

2018 2017

£ £

800,000 800,000
2018 2017

£ £
4,456,872 3,889,051
2,666,971 1,884,257
2018 2017

£ £
1,260,946 1,109,072
- 243,466
3,182,640 2,761,109
13,286 18,870
530,154 144,664
1,062,249 494,393
6,049,275 4,771,574
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16 Creditors: amounts falling due within one year

Notes
Bank loan 18
Obligations under finance leases 19
Trade creditors’
Corporation tax
Other taxation and social security
Other creditors
Loans from directors
Accruals and deferred income

17 Creditors: amounts falling due after more than one year

Notes
Bank loans and overdrafts 18
Obligations under finance leases 19

18 Loans and overdrafts

Bank loans

Payable within one year
Payable after one year

2018 2017

£ £

54,792 69,157
67,351 132,221
363,505 185,768
162,519 89,673
508,685 432,264
23,589 36,192

- 359,693

459,959 707,088
1,640,400 2,011,956
2018 2017

£ £
1,607,391 966,358
41,658 62,297
1,649,049 1,028,655
2018 2017

£ £
1,662,183 1,035,515
54,792 68,157
1,607,391 966,358

The bank loan is secured by a legal charge over the company's property and a cross guarantee and debenture

from the holding company.

The bank loan is repayable over five years. The rate of interest charged on the loan is 2.25% over bank base

rate.

-25-



VISUALSOFT LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2018

19 Finance lease obligations
Future minimum lease payments due under finance leases:
Within one year

In two to five years

Less: future finance charges

2018
£

67,351
43,477

110,828
(1,819)

109,009

2017
£

147,316
81,994

229,310
(34,792)

194,518

Finance lease payments represent rentals payable by the company for certain items of plant and machinery.
Leases include purchase options at the end of the lease period, and no restrictions are placed on the use of
the assets. The average lease term is 3 years. All leases are on a fixed repayment basis and no arrangements

have been entered into for contingent rental payments.

20 Provisions for liabilities

Notes

Provisions for liabilities

Deferred tax provision 21

21 Deferred taxation

2018

67,000
21,616

88,616

2017

28,588
28,588

The following are the major deferred tax liabilities and assets recognised by the company and movements

thereon:

Balances:

Capital allowances (less than)/
in excess of depreciation
Revaluations and capital grant
Short term timing differences

Movements in the year:

Liability at 1 July 2017
Credit to profit or loss

Liability at 30 June 2018

Liabilities
2018
£

(17,047)
53,502
(14,839)

21,616

e

Liabilities
2017
£

(17,550)
59,797
(13,659)

28,588

2018
£

28,588
(6.972)

21,616
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Deferred taxation (continued)

21
The company expects deferred tax timing differences of £31,886 (2017 £31,209) to be racoverable In lhe next
12 months.
22 Retirement benefit schemes '
2018 2017
Defined contribution schemes ' £ £
Charge to profit or loss in respect of defined contribution schemes 52,452 37,974
The company operates a defined contributioh pension scheme for all qualifying employees. The assets of the
scheme are held separately from those of the company in an independently administered fund.
23 Share capital .
2018 2017
£ £
Ordinary share capital
Issued and fully paid
100 Ordinary of £1 each 100 100
100 100
24 Reserves

25

Profit and loss reserve records the cumulative amount of profits and losses less any dividend distributions paid.

The gain on the revaluation of the investment property has been reclassified as a separate reserve.

Operating lease commitments

Lessee

Operating lease payments represent rentals payable by the company for certain properties and motor vehicles.
Leases are negotiated for an average term of 1-2 years.

Atthe reporting end date the company had outstanding commitments for future minimum lease payments under
non-cancellable operating leases, which fall due as follows:

2018 2017,
£ £
Within one year 63,932 80,530
Between two and five years 147,481 187,115
In over five years - 14,298
201,413 281,943
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25

26

27

Operating lease commitments {continued)

Lessor

The company leases one floor of its premises to a third party under an operating lease which is due to expire in

September 2021.

At the reporting end date the minimum lease payments under the lease were as follows:

2018 2017
£ £
Within one year 124,624 124,624
Between two and five years 280,404 405,028
In over five years - -
405,028 529,652

Directors’ transactions
Description Opening Amounts Amounts Loan Closing
: balance advanced repaid provision balance
£ £ £ ' £ £
Mr. T Johnson - Loan (500) 25,000 - - 24,500
Mr. M Burton - Loan 128,405 2,555 - - 130,960
Mr. D Duke - Loan 16,259 - - - 16,259
Mr. D Benson - Loan (354,193) 712,628 - - 358,435
Mr M Leader - Loan (5,000) - 5,000 - -
(216,029) 740,183 5,000 - 530,154

Interest is not charged on amounts due from directors.

Controlling party

The company is a wholly owned subsidiary of Visualsoft Holdings Limited whose registered office is Visualsoft
House, Princes Wharf, Thomaby, Stockton on Tees, Cleveland TS17 6QY. The holding company is controlled

by Dean Benson.
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28 Cash generated from operations

Profit for the year after tax

Adjustments for:

Taxation charge/(credit)

Finance costs

Finance income

Depreciation and impairment of tangible fixed assets
Provision against directors loans

Mévements in Working capital:
(Increase) in debtors

Increase in creditors

Cash generated from operations

2018 2017
£ £
1,832,005 1,051,620
182,658 (161,344)
84,153 43,286
(1,273) -
185,095 138,279
- 84,000
(1,019,186) (455,312)
61,426 4,115
1,324,878 696,414
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