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Digital Technology International Ltd

Director's Report
For the year ended 31 December 2012

The director presents hus report and the financial statements for the year ended 31 December 2012
Principal activities and review of business

The principal acuvity of the company during the year continued to be the marketing of a range of computer-based
publishing systems for the UK newspaper and related publishing and pnintung mndustres

The directors do not recommend the payment of a dividend

Results

The loss for the year, after taxation, amounted to £365,123 (2011 - £1,274,980)
Directors

The directors who served duning the jear were

D A Oldham (resigned 10 July 2013)
P Gillogaley (resigned 10 July 2013)

Principal risks and uncertainties

Financial nsk management objectives and policies

‘The company uses various financtal instruments which include cash, trade debtors, trade creditors and amounts due
to group undertakings that anse directly from 1ts operations The mawn purpose of these financial instruments 1s to
ratse finance for the company's opetations The existence of these financial instruments exposes the company to a
number of financial nsks, which are descnibed 1n more detail below

‘The main rsks artsmg from the company's financial instruments ate currency nsk, imterest rate nsk, credit risk and
hquidity nsk The directors review and agree policies for managing each of these nisks and they are summansed
helow These policies have remamed unchanged from previous years

Currency risk
The company 1s exposed to translatton and transaction foreign exchange nsk

The company does not adopt a prescrtbed policy to cluninate currency exposutes but does purchase US dollars to
hold for the purpose of settling these liabihities from time to tume when rates are favourable

Foreign exchange differences on tetranslation of habilities 1n currencies other than sterling are taken to the profit
and loss account of the company

Liquidity nisk
The compan; seeks to manage financal nsk by ensuring sufficient hquidity 1s available to meet foreseeable needs
and to mvest cash assets safely and profitably

The company's policy throughout the year has been to achieve this objective through management's day to day
mvolvement n business dectsions rather than through seting maximum of mmmum hqudity raties
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Digital Technology International Ltd

Director's Report
For the year ended 31 December 2012

Interest rate risk
The company finances 1ts operations through retained profits and funding from 1ts parent undertaking

The interest rate exposure of the financal assets and habihuies of the company as at 31 December 2012 1s shown 1n
the balance sheet The balance sheet includes trade debtors and creditors as these do not attract interest and are
therefore subject to fair value interest rate risk

Credat nisk

The company's prancipal financial assets are cash and trade debtors The credit nisk associated with cash 1s imited as
the counterparties have hugh credit ratings assigned by international credit-raung agencies The principal credit nisk
atises, therefore, from trade debtors

In order to manage credit nsk management set limuts for customers based on a combinatuon of payment hustory and
thurd party credit references Credit bmits are reviewed by the financial controller on a regular basis in conjuncthion
with debt ageing and collecuon history

Director's responsibilities statoment

The director 1s responsible for prepanng the Director's report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the director to prepare financial statements for each financial year Under that law the
director has elected to prepare the financial statements 1 accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law} Under company law the director
must not approve the financial statements unless he 1s satisfied that they give a true and fatr view of the state of
affairs of the company and of the profit or loss of the company for that pertod In prepanng these financial
statements, the director 1s required to

. select suitable accounting policies and then apply them consistently,
. make judgments and accounting estimates that are reasonable and prudent,
. prepare the financial statements on the going concern basis unless 1t 1s mapproprate to presume that the

company will continue i business

The director 1s responsible for keeping adequate accounting records that are sufficient to show and explam the
company's transactions and disclose with reasonable accuracy at any tme the finanaal positon of the company
and enable him to ensure that the financial statements comply with the Companies Act 2006 He 1s also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregulanties

Disclosure of information to auditor

The directot at the ime when this Directot’s repott 1s approved has confirmed that

. so far as that directors 1s aware, there 1s no relevant audit information of whach the company's auditor 1s
unaware, and

. that directors has taken all the steps that ought to have been taken as a directors in order to be aware of any
relevant audit informaton and to establish that the company's auditor 1s aware of that informanon
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Digital Technology International Ltd

Directot's Report
For the year ended 31 December 2012

Auditor

The auditor, Grant Thornton UK LLP, will be proposed for reappointment 1n accordance with section 485 of the
Companies Act 2006

Going Concemn

The Directors have adopted the going concern basis in prepanng the financial statements as they have recewved
confirmation of continued support from the ultimate parent undertaking to enable the Company to meet s
liabilities as they fall due During the year the ultimate parent company has re-negotiated its financing as follows

On August 16, 2012 the Company entered into a Waiver, Consent and Furst Amendment to the Credit Agreement
{(“First Amendment”) with Golub Capital whereby all exssting events of default from December 31, 2011 to the date
of the First Amendment were waived The Company agreed to deliver certain spectfied tems to Golub Capatal by
September 30, 2012 and December 31, 2012

The First Amendment provides for revised financial covenant ratos for the measurement pertods ending
September 30, 2012 and December 31, 2012 The First Amendment also provides for advances on the revolving
Iine of credit up to a maxmum of $1,500,000 plus addihonal advances 1n excess of $1,500,000 (up to $3,000,000)
subject to a guarantee by Riverside

On October 1, 2012, the Company entered mto a $1,000,000 subordinated promissory note with employees who

were the former owners of 10 Intelligence Systems, Inc 1n connection with the IO Acqusition The note rovides
for payments of §125,000 per quarter commencing December 31, 2015 and bears interest at 5% payable quatterly
commencing December 31, 2012

The Directors are of the optnion that the necessary financing 1s i place and that the Company will be a going
concern for a peniod of at least 12 months from the date of signing these financial statements

Small company provision

This report has been prepared in accordance wath the special provisions for small companies under part 15 of the
Companies Act 2006

This report was approved hyx

ll.{. Oc\vlu-’l-b 2 and signed on 1ts behalf

]
Dirtecior
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@ GrantThornton

Independent Auditor's Report to the Members of Digital
Technology International Itd

We have audited the financial statements of Digital Technology International Ltd for the year ended 31 December
2012, which compuise the profit and loss account, the balance sheet and the related notes The financial reporting
framework that has been applied 1n their preparation 1s applicable law and United Kingdom Accounting Standards
(Umited Kingdom Generally Accepted .Accounting Prachice)

Thus report 1s made solely to the company's members, as a body, i accordance wath Chapter 3 of Part 16 of the
Companies Act 2006 Qur audit work has been undertaken so that we mught 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
pernutted by law, we do not accept or assume responsibility to anyone other than the company and the company's
membets as a body, for our audit work, for this report, or for the opiions we have formed

Respective responsibilities of director and auditor

As explamed more fully 1 the Director's responsibilities statement, the director 1s responsible for the preparation of
the financial statements and for being sausfied that they give a true and fair view Our responsibility 15 to audit and
express an opinion on the financial statements n accordance with applicable law and Intemnational Standatrds on
Audinng (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's)
Ethical Standasds for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s provided on the Auditing Practices Board's website
at www frc org uk/apb/scope/pnvate cfin

Opinion on financial statements
In our opinion the financial statements

. gve a true and fair view of the state of the company's affairs as at 31 December 2012 and of 1ts loss for the
year then ended,

. have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice, .
and
. have been prepared 1n accordance with the requiremnents of the Compantes Act 2006

Opinton on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Director's report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements
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@ Grant Thornton

Independent Auditor's Report to the Members of Digital
Technology International I.td

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

. adequate accounting records have not been kept, or retumns adequate for our audit have not been recerved
from branches not visited by us, or

. the financial statements are not 1 agreement with the accounung records and retumns, or

. certamn disclosures of director's remuneraton specified by law are not made, or

. we have not recerved all the information and explanatons we require for cur audit

Xet

Dawvid Maller (Senior statutory auditor)
for and on behalf of

Grant Thomton UK LLP

Charteted Accountants

Starutory Auditor

London (Fuston)

Date \y O Sehia— ZDB
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Digital Technology International Ltd

Profit and Loss Account
For the year ended 31 December 2012

Tumover
Cost of sales

Gross profit
Admmstrative expenses

Operatng loss

Interest payable and similar charges

Loss on ordinaty activities before taxation

Tax on loss on ordinary actuvities

Loss for the financial yeat

All amounts relate to contmuing operations

Note

1,2

14

2012 2011
£ L
2,362,123 1,760,758
(1,072,334) (987,140)
1,289,789 773,618
(1,654,893) (2,048,195)
(365,104) (1,274,577)
(19) (403)
(365,123) (1,274,980)
(365,123)

(1,274,980)

There were no recognised gamns and losses for 2012 or 2011 other than those included 1n the profit and loss

account

The notes on pages 8 to 15 form part of these financial statements
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Digital Technology International Ltd
Registered number 01876409

Balance Sheet
As at 31 December 2012

2012 2011
Note £ £ £ £
Fixed assets
Tangible assets 7 52,728 54,789
Current assets
Stocks 8 - 3,336
Debtors 9 3,054,887 2,578,274
Cash at bank and 1n hand 37,362 87,185
3,092,249 2,668,795
Creditors: amounts falling due within one
year 10 (1,278,900) (1,373,494)
Net cutrent assets 1,813,349 1,295,301
Total assets less current hiabilities 1,866,077 1,350,090
Creditors: amounts falling due after more
than one year 11 (5,157,142} (4,276,032)
Net habilites (3,291,065) (2,925,942)
Capital and resetrves
Called up share capital 13 324,160 324,160
Share premumum account 14 491,837 491,837
Profit and loss account 14 (4,107,062) {3,741,939)
Sharcholders' deficit 15 (3,291,065) {2,925,942)

These financial statements have been prepared tn accordance with the special provisions for small compantes under

Part 15 of the Compantes Act 2006
The financial statements were approved and authornsed for 1ssue by the board and were signed on its behalf on WOk Ly rd Yk

The notes on pages 8 to 15 form part of these financial statements

Page 7




Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

1.

Accounting Policies

11

1.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost conventton n accordance with
the Financaial Reporong Standard for Smaller Enuties {effective Apnl 2008)

Gomng concemn

The Directors have adopted the going concern basis in preparing the financial statements as they have
recerved confirmation of continued support from the ultimate parent undertaking to enable the
Company to meet 1ts habiliues as they fall due During the year the ultumate parent company has re-
negotiated 1ts financing as follows

On .\ugust 16, 2012 the Company entered 1nto a Waver, Consent and First Amendment to the Crednt
Agreement (“First Amendment”) with Golub Capital whereby all exssting events of default from
December 31, 2011 to the date of the First Amendment were waived The Company agreed to deliver
certamn specified items to Golub Caprtal by September 30, 2012 and December 31, 2012

The First Amendment provides for revised financal covenant ratios for the measurement pertods
ending September 30, 2012 and December 31, 2012 The First Amendment also provides for advances
on the revolving line of credit up to a maximum of $1,500,000 plus additional advances in excess of
$1,500,000 (up to $3,000,000) subject to a guarantee by Riverside

On October 1, 2012, the Company entered into 4 $1,000,000 subordinated promissory note with
employees who were the former owners of IO Inteligence Systems, Inc 1n connection with the IO
Acqusition The note rovides for payments of $125,000 per quarter commenang December 31, 2015
and bears interest at 5% payable quarterly commencing December 31, 2012

The Directors are of the opinton that the necessary financing 1s 1n place and that the Company will be a
going concern for a pertod of at least 12 months from the date of signing these financial statements
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Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

1. Accounting Policies (continued)

1.3 Turnover

1.4

1.5

16

Tumover comprises revenue recognised by the company 1n respect of goods and services supphed
during the year, exclusive of Value Added Tax and trade discounts

Software licence and services revenue - The Company denves revenue from licensing 1ts software
products and providing related services including consulting, installation, traning, development and
maintenance, consisting of product support services and penodic updates

When the arrangement includes services that are essential to the functionality of the other eclements of
the arrangement or if the softwate atrangement mcludes significant producnon, modification or
customizanion of the software, the Company recognizes both the software license revenue and services
revenue under the percentage of completion method using the input method based upon direct lzbour
hours incurred to date to total projected labour hours

Maintenance Revenue — Revenue for matntenance and support contracts 1s recognised as earned over
the period of the contract

The asset “Accrued Income” reptesents revenue earned in excess of amounts billed when applying the
revenue recogrution policy above The liabihty “Deferred income” represents bullings 1n excess of
revenue carned when applying the revenue recogninon policy above and defetred maintenance revenue
Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation Deprectation 1s provided at rates calculated to
write off the cost of fixed assets, less their estimated residual value, over therr expected useful ives on

the following bases

Fixtures & firtngs - 15%
Computer equipment - 25%

Operaung leases

Rentals under operanng leases are charged to the Profit and loss account on a straight line basis over
the lease term

Benefits received and receivable as an mcentive to sign an operating lease are recognised on a straight
line basis over the pertod unul the date the rent 15 expected to be adjusted to the prevailling market rate

Stocks

Stocks are valued at the lower of cost and net realisable value after making due allowance for obsolete
and slow-moving stacks Cost includes all direct costs and an approprate proportion of fixed and
vanable overheads
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Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

1.

Accounting Policies {continued)

1.7

1.8

19

Deferred taxation

Full provision 1s made for deferred tax assets and Liabihties ansing from all uming differences between
the recogmtion of gains and losses 1 the financial statements and recogmtion in the tax computation

A net deferred tax asset 1s recogrused only 1f it can be regarded as more likely than not that there will be
suitable taxable profits from which the future reversal of the underlymg tuning differences can be
deducted

Deferred tax assets and habilities are calculated at the tax rates expected to be effective at the time the
tumung differences are expected to reverse

Deferred tax assets and habilities are discounted
Foreign curtencies

Monetary assets and liabihties denomunated in foreign curtencies are translated into stetling at rates of
exchange ruling at the balance sheet date

Transactions mn foreign currencies ate translated into stetling at the rate rubng on the date of the
transactton

Exchange gains and losses are recogrused 1n the profit and loss account
Pensions

The company operates a defined contrbution penston scheme and the pension charge represents the
amounts payable by the company to the fund in respect of the year

Tumover

The rurnover and loss before tax are attnbutable to the one prncipal actvity of the company which arose 1n
the United Kingdom only

Operating loss

The operating loss ss stated after charging

2012 2011
£ £

Depreciation of tangible fixed assets

- owned by the company 25,800 23,087
Auditor's remuneration 17,000 27,000
QOperatng lease rentals

- Others 73,577 89,808

- Land and buldings 71,079 65,000
Dufference on foreign exchange (148,807) (11,489
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Digital Technology Internationat Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

4.

5.

Staff costs

Staff costs, including director's remuneratton, were as follows

2012 2011
£ £
Wages and salanes 1,222,187 1,453,431
Social secunty costs 236,186 233,087
Other penston costs 59,221 79,764
1,517,594 1,766,282
The average monthly number of employees, including the director, duning the year was as follows
2012 2011
No No
Sales 5 5
Support 17 18
Administration 3 3
25 26
Director's remuneration
2012 2011
£ £
Remuneration 161,890 126,466

The highest paid director recerved remuneration of £161,890 (2011 - £126,466}
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Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

6. Taxation

Factors affecung tax charge for the year

The tax assessed for the year 1s lower than (2011 - lower than) the standard rate of corporation tax in the UK
of 24 5% (2011 - 26 5%) The differences are explamed below

2012 2011
£ L
Loss on ordinary activities before tax (365,123) (1,274,980)
Loss on ordinary activities multiphed by standard rate of
corporation tax m the UK of 24 5% (2011 - 26 5%) (89,455) (337,870)
Effects of:
Expenses not deductible for tax purposes - 5,709
Tax losses arising m the year 89,455 332,161
Current tax charge for the year (see note above) - -
7. Tangible fixed assets
Fixtures & Computer
fithings equipment Total
L £ £
Cost
At 1 January 2012 137,321 393,338 530,659
Additions 4,161 19,578 23,739
At 31 December 2012 141,482 412,916 554,398
Depreclation
At 1 January 2012 82,532 393,338 475,870
Charge for the year 18,313 7,487 25,800
At 31 December 2012 100,845 400,825 501,670
Net book value
At 31 December 2012 40,637 12,07 52,728
At 31 December 2011 54,789 - 54,789
8. Stocks
2012 2011
£ £
Raw matenals - 3,330
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Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

9, Dabtors

Trade debtors
Amounts owed by group undertakings
Prepayments and accrued income

2012 2011

£ £

257,124 152,080
2,338,443 2,308,339
459,320 117,855
3,054,887 2,578,274

An amount included in the amounts owed by group undertakings of £1,405,208 (2011 £1,405,208) ts due
from the company's tmmediate patent undertaking, Digital Technology Internatonal (Holdings) Limited and

1s repayable on demand

10. Creditors:
Amounts falling due within one year

Trade creditors

Othet taxation and social secunty (see below)
Other creditors

Accruals and deferred income

Other taxaton and social secunty

PAYE/NT control
VAT control

11. Creditors:
Amounts falling due after more than one year

Amounts owed to group undertakings

2012 2011

£ £
109,363 137,404
111,666 103,779
22,843 28,168
1,035,028 1,104,143
1,278,900 1,373,494
2012 2011

£ £

42,682 39,459
68,984 64,320
111,666 103,779
2012 2011

£ £
5,157,142 4,276,032
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Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

12.

13.

14,

15.

16.

Deferred taxation

No prowvision has been made 1n the financial statements for a potential deferred tax asset and the asset

amounts not recognised at the end of the year ate as follows

Deprectation 1n excess of capttal allowances
Tax losses available
Cther tming differences

Total

Share capital

Allotted, called up and fully paid
1,620,798 (2011 - 1,620,798) Ordinaty Shates shares of £0 20 each

Reserves

At1 January 2012
Loss for the year

At 31 December 2012

Reconciliation of movement in shareholders” deficit

Opening shareholders' deficit
Loss for the financial year

Closmg shareholders' deficit

Contingent assets/liabilities

2012 2011

£ £

33,910 30,409

1,334,640 1,321,622

1,368,550 1,352,031

2012 2011

£ £

324,160 324,160
Share

premium Profit and

account loss account

£ £

491,837 (3,741,939)

(365,123)

491,837 (4,107,062)

2012 2011

£ £

(2,925,942) (1,650,962)

(365,123) (1,274,980)

(3,291,065) (2,925,942)

There were no contingent assets or habilittes at 31 December 2012 or 31 December 2011
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Digital Technology International Ltd

Notes to the Financial Statements
For the year ended 31 December 2012

17.

18,

19.

20,

21.

Capital commitments

The company had no capital commitments at 31 December 2012 or 31 December 2011

Opeorating lease commitments

At 31 December 2012 the company had annual commutments under non-cancellable operaung leases as
follows

Land and buildings Other
2012 2011 2012 2011
£ £ £ £
Expiry date:
Within 1 year 65,000 65,000 44,112 6,157
Between 2 and 5 years - - 12,221 57,599

Related party transactions

No transactions with related parnes were undertaken such as required to be disclosed under Financial
Reporting Standards for Smaller Entities (effective Apnl 2008)

Post balance sheet events

On 10 July 2013 DTI Holding Company and Saxotech merged to form NEWSCYCLE Solutions Further
informatton can we found on our webstte (hitp //www dant com/news/)

The company incurred redundancy costs of £231,000 in March 2013

Uitimate parent undertaking and controfling party

The company 1s a wholly-owned subsidiaty of Digatal Technology International (Holdings) Limited, which 1s
not required to prepare consolidated financial statements

The ultumate parent company and controling party 1s DTl Holding Company, registered 1 the state of
Delaware, United States of Amerca, which 1s the largest group mnto which results of the company are
consolidated
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