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Netcall Systems Limited (the “Company”)

Strategic report for the period ended 30 June 2019

The Directors present their strategic report for the period ended 30 June 2019.
Principal activities, review of business and future developments

As part of a major rebranding exercise, the Company changed its name by resolution on the 23 September 2019 from
Matssoft Limited to Netcall Systems Limited.

The Company is a leading cloud-based low-code software provider, which enables rapid delivery of enterprise-grade
business applications with a minimum of hard coding and upfront investments. This addresses the growing gap
between organisations' demand for business applications and the resources available to deliver these solutions.

Business review and key performance indicators

The Directors monitor a wide range of financial and operating measures to track the Company’s progress. There are
four core key performance indicators (‘KPIs’) which are set out below.

June 2019 June 2018 Change
Revenue (£000's) 6,274 5,590 +12%
Revenue recurring in nature (£000's) 4,464 4,099 +9%
Gross profit margin (%) 80% . 83% -3ppt
Adjusted EBITDA (£000's) (332 743 -145%

Revenues
Revenues for the period were £6.3m (2018 - £5.6m).

The Company’s revenue comprises the following components:

Cloud services, being revenue subscription and usage fees of our cloud based offerings.
Communications services, being fees for messaging services.

Product revenues, being predominately incidental hardware.

Services, being consultancy, implementation and training services.

Revenue which is considered to be recurring in nature is derived from cloud and communication services rose by 9%
to £4.5m (2018 - £4.1m) being 71% (2018 - 73%) of total revenue.

Product and service revenues were £1.8m for the period (2018 - £1.5m).

Gross margin
Gross margin was 80% (2018 - 83%).

Research and development

The Company continues to invest in the business to ensure it is well positioned to take advantage of the growth trends
in the low-code market. Total research and development expenditure excluding amortisation was £1.1m (2018 -
£1.2m) comprising £0.8m in the statement of comprehensive income (2018 - £0.9m) and £0.3m capitalised
development expenditure (2018 - £0.3m).



Netcall Systems Limited

Strategic report for the period ended 30 June 2019 (continued)

Business review and key performance indicatots ((ontinued)

Administrative expenses

Total administrative expenses wete £5.9m (2018 - £4.9m) being 93% (2018 - 87%) as a % of total revenues.

Outlook

We have entered the new financial year with a strong sales pipeline, growing recurring revenue base and have
secured significant new customer wins. The Board continues to monitor the potential impact of the political

environment and business confidence on the timing of la.rger enterprise and product sale contracts. With contmumg

investment in our business and people, the Board remains confident in the prospects of the Company.

Principal risks and uncertainties

The principal risks facing the Company and considered by the Board are:

| Risk area and potential impact

Economic
The Company’s markets may fall into decline or the
Company may lose some of its key customers.

Weak economic conditions, including the potential
impact of the UK’s vote to leave the European
Union, may affect the ability of the Company’s
clients to do business.

| Management of risks

The Company is focusing on expanding its portfolio
of customers, vertical markets and associations with
reseller partners. '

Innovative pricing models are offered in a variety of
ways to best suit each customer’s business needs.

Intellectual property rights (‘IPR’)

The Company is reliant on IPR surrounding its
internally generated and licensed-in software. It may
be possible for third parties to obtain and use the
Company’s IPR without its authorisation. Third
parties may also challenge the walidity and/or
enforceability of the Company’s IPR.

There is a supply risk of losing key service partnets.
This would have an impact on the Company as it
sought to transition its services to new providets.

The Company relies upon IPR protectlons mcludmg
copyrights and contractual provisions.

The Company’s operations team monitors contracts
and reviews and evaluates alternate suppliers.




Netcall Systems Limited

Strategic report for the period ended 30 June 2019 (ontinued) —~~— = -

| Risk area and potential impact (continued)

| Management of risks (continued)

Product development

Competitors may develop similar products; the
Company’s technology may become obsolete or less
effective; or consumers may use alternative channels
of communication, which may reduce demand for
the Company’s products and services. In addition,
the Company’s success depends upon its ability to
develop new, and enhance existing, products on a
timely and cost effective basis, that meet changing
customer requirements and incorporate
technological advancements.

The Company continues to monitor the market place
for competitor development and maintains a
significant investment in research and development.

Loss of key management and staff
Could potentially lead to a lack of necessary expertise
and continuity.

The Company places a significant emphasis on staff
retention. Key management and staff are incentivised
via annual bonus plans.

Project delivery

The Company contracts for multiple projects each
year to deliver products and services to clients.
Failure to deliver large or even smaller projects can
result in significant financial loss.

The Company has proven procedures and policies
for project delivery and regularly measures and
reviews project progress. If issues arise on projects,
senior management are involved to ensure timely
resolution.

Data security and business continuity

The loss or failure of systems would impact both on
the Company’s operations and those of its hosted
clients.

The Company maintains formal data security policies
and procedures and a documented business
continuity and disaster recovery plan.

This Strategic Report was approved by the Board of Directors and signed on its behalf by:

J A Ormondroyd
Director

Date: \\\\2,\ \Q



Netcall Systems Limited

- Report of the Directors for the period ended 30 June 2019 : =

The Directors present their report together with the audited financial statements for the period ended 30 June 2019.
Results and dividends

The statement of comprehensive income is set out on page 10 and shows a total comprehensive loss for the
period of £0.8m (2018 — loss of £0.2m).

There were no dividends declared or paid in the period. (2018 - £nil).

Donations

There were no charitable or political donations during the period (2018 - £nil).

Directors
The Directors of the Company during the period were:

H P Bang
J A Ormondroyd
M G Scovell (resigned 8 Apnl 2019)

Statement of Directors' responsibilities

The Directors are responsible for preparing the Strategic report, the Report of the Directors and the financial
statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial period. Under that law the
Directors have elected to prepare the financial statements in accordance with 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' (FRS 102). 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:

e select suitable accounting policies and then apply them consistently;
®  make judgments and estimates that are reasonable and prudent;



* Netcall Systems Limited

Report of the Directors for the period ended 30 June 2019 = . - -

Statement of Directors' responsibilities (continued)

e  state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

e  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.

The Directors confirm that:

e 5o far as each of the Directors is aware, there is no relevant audit information of which the Company's
auditor is unaware; and

e the Directors have taken all steps that they ought to have taken as Directors to make themselves aware of
any relevant audit information and to establish that the auditor is aware of that information.

Auditor
Grant Thornton UK LLP, having expressed their willingness to continue in office, will be deemed reappointed

for the next financial year in accordance with section 487(2) of the Companies Act 2006 unless the Company
receives notice under section 488(1) of the Companies Act 2006.

On behalf of the Board

/B~

J A Ormondroyd
Director

Date: | \\ \?,\ \6\



Netcall Systems Limited

Independent auditor's:report to the members of Netcall Systems Limited

Opinion

We have audited the financial statements of Netcall Systems Limited (the ‘company’) for the year ended 30 June 2019
which comptise which comprise the Statement of comprehensive income, the Balance sheet, the Statement of changes
in equity and notes to the financial statements, 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 Financial Reporting Standard 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: -

®  give a true and fair view of the state of the company’s affairs as at 30 June 2019 and of its loss for the period
then ended;

®  have been propetly 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. 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 concern basis of accounting in the preparation of the financial statements is not
appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

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 auditot’s report thereon. 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 ot 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.



Netcall Systems Limited

Independent auditor's report to the members of Netcall Systems Limited (continued)

Opinions on other matters prescribed by the Companies Act 2006

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

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

e the strategic report and the directors’ report has been prepared in accordance with applicable legal
requirements.

Matter on which we are required to report under the Companies Act 2006

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 the directors’ report.

Matters on which we ate required to report by exception

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:

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

e the financial statements are not in agreement with the accounting records and returns; ot

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

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

Responsibilities of ditectors for the financial statements

As explained more fully in the directors’ responsibilities statement set out on page 5, 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
alternative 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 etror, 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: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s

report.



Netcall Systems Limited

Independent-auditor's report to the members of Netcall Systems Limited (continued)

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 repott, or for the opinions we have formed.

é-r-ww P

Adrian Bennett

Senior Statutory Auditor

for'and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Cambridge

Date: 1% 12| 201



Netcall Systems Limited

Statement of comprehensive income for the period ended 30 June2019 -

Note 2019 2018

£'000 £'000

Revenue 4 6,274 5,590
Cost of sales (1,234) (963)
Gross profit 5,040 4,627
Administrative expenses 5 (5,836) ' (4,864)
Other operating income : 6 26 16
Adjusted EBITDA (332) 743
Depreciation 14 (30) (39)
[Amortisation of intangible assets 13 (342) (306)
INon-recurring costs 5 (66) (619)
Operating loss 7 (770) (221)
Interest receivable and similar income 10 5 2
Interest payable and similar charges 11 - (12
Loss on ordinary activities before taxation (765) (231
Tax (charge)/ctedit on loss on ordinary activities 12 (49 14
Loss for the period (805) (217)
Other comprehensive income for the period . -
Total comprehensive loss for the period (805) (217)

All amounts relates to continuing activities. All recognised gains and losses are included in the profit and loss account.

The notes on pages 13 to 32 form part of these financial statements.

10



Netcall Systems Limited (tegistered number 03662618)

- Balance sheet-as-at 30 June 2019

Fixed assets
Intangible assets

Tangible assets

Current assets
Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Trade and other creditors

Deferred income

Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more than one year

Deferred income
Provision for liabilities

Net assets

Capital and reserves
Called up share capital
Share premium

Profit and loss account

Shareholdets’ funds

Note

13
14

15

16
17

17
19

21

30 June 30 June
2019 2018
£'000 £'000
1,763 1,754
551 26
2,314 1,780
2,410 4,168
587 414
2,997 4,582
1,911 2,116
2,690 2,652
4,601 4,768
(1,604) (186)
710 1,594
157 265°
345 421
502 686
208 908
2 2
561 561
(355) 345
208 908

The financial statements were approved by the Board of Directors and authorised for issue.

J A Ormondroyd

Director

Date:

The notes on pages 13 to 32 form part of these financial statements.



Netcall Systems Limited

Statement-of-changes-in-equity for the period ended 30 June 2019~ ——

Balance at 31 December 2017

Shares issued

Share based payments
Transactions with owners
Loss and total comprehensive loss for the period

Balance at 30 June 2018

Share based payments

Transactions with owners

Loss and total comprehensive loss for the period

Balance at 30 June 2019

The notes on pages 13 to 32 form part of these financial statements.

Profit and _

Share Share loss Total
capital premium account Equity
£'000 £'000 £'000 £'000

2 491 434 927

- 70 - 70

- - 128 128
- 70 128 198 .

- - (217) (217)

2 561 345 908

- - 105 105

- - 105 105

- - (805) (805)

2 561 (355) 208

12



Netcall Systems Limited

—Notes to the financial statements for the period ended 30 June 2019 - - - - - s

21

Company information

The Company changed its name by resolution on the 23 September 2019 from Matssoft Limited to Netcall
Systems Limited.

Netcall Systems Lumted (the ‘Company’) designs, develops and matrkets cloud-based low-code software and
services.

The Company is a limited liability company incorporated in England and Wales.

The Company’s registered address is 1st Floor, Building 2, People Building Estate, Maylands Avenue, Hemel
Hempstead, Hertfordshire, HP2 4NW and the Company’s registered number is 03662618.

The financial statements are presented in Sterling (£) and have been presented in round thousands (£'000).
Accounting policies

Statement of compliance

These financial statements have been prepared in accordance with applicable accounting standards and in
accordance with Financial Reporting Standard 102 (FRS 102). The principal accounting policies adopted in the
preparation of these financial statements are set out below. These policies have all been applied consistently

throughout the year unless otherwise stated.

The financial statements have been prepared on a historical cost basis. The principal accounting policies
adopted in the preparation of these financial statements are set out below.

2.2 Basis of preparation of financial statements

23

The financial statements have been prepared under the historical cost convention unless otherwise specified
within these accounting policies 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 preparation of financial statements in compliance with FRS 102 requires the use of certain critical accounting
estimates. It also requires management to exercise judgment in applying the Company's accounting policies (see
note 3).

The following principal accounting policies have been applied:

Going concern

The ultimate parent undertaking has stated that it will provide continuing financial assistance to the company for
the foreseeable future. Due to this assistance and in line with the Company’s forecasts and projections, taking
account of reasonably possible changes in tradmg petformance, the Company should be able to operate within
the level of its current financing.

After making enquiries, the Directors have a reasonable expectation that the Company has adequate resources

to continue in operational existence for the foreseeable future. The Company therefore continues to adopt the
going concern basis in preparing its financial statements.

13



Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (continued)

2 Accounting policies (continued)
2.4 Disclosure exemptions adopted

In preparing these financial statements the Company has taken advantage of all disclosure exemptions conferred
by FRS 102. Therefore these financial statements do not include:

e A statement of cash flows and related notes
e Disclosure of key management personnel compensation

e The requirements of IAS 24 related party disclosures to disclose related party transactions entered in to
between two or more members of the Group as they are wholly owned within the Group

e Presentation of comparative reconciliation of the number of shares outstanding at the beginning and at
the end of the period

e The effect of future accounting standards not adopted

¢ Share based payment disclosures

2.5 Intangible assets

Software development costs

Costs associated with maintaining computer software programmes are recognised as an expense as incurred.
Development costs that are directly attributable to the design and testing of identifiable and unique software
products controlled by the Company are recognised as intangible assets when the following criteria are met:

it is technically feasible to complete the software product so that it will be available for use;
management intends to complete the software product and use or sell it;

there is an ability to use or sell the software product;

it can be demonstrated how the software product will generate probable future economic benefits;

adequate technical, financial and other resources to complete the development and to use or sell the
software product ate available; and

o the expenditure attributable to the software product during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software product include third party software
development costs and software development employee costs which qualify under FRS 102.18.8H.

Software development costs recognised as assets, are carried at cost less amortisation/ impairment, and
amortised on a straight line basis over their estimated useful lives which does not exceed 9 years.

2.6 Tangible assets
Tangible assets are stated at historical cost, net of depreciation and any provision for impairment. Historical
cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All
other repairs and maintenance are charged to profit or loss in the financial period in which they are incurred.

14



Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (continued)

2.6

2.7

2.8

Accounting policies (continued)
Tangible assets (continued)

Depreciation is calculated using the straight-line method to allocate their cost less their residual values over their
estimated useful lives, as follows:

e Computer equipment: 3 years
e Furniture, fittings and equipment: 4 years.

The carrying value of tangible assets are reviewed for impairment when a triggering event arises that indicates
assets might be impaired. Impairment is assessed by comparing the carrying value of the asset against the higher
of its realisable value and value in use. Any provision for impairment is charged to the statement of
comprehensive income.

Gain and loss on disposal of an asset is determined by comparing the proceeds with the carrying amount and
are recognised within ‘Other income’ in the statement of comprehensive income.

Financial instruments

The Company’s financial instruments comprise cash and various items such as trade and other debtors and trade
and other creditors that arise directly from its operations. Finance payments associated with financial liabilities
are dealt with as part of finance expenses.

Financial assets

The Company’s financial assets are trade and other debtors and amounts owed by related party undertakings.
These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except for maturities greater than 12 months after the end of
the reporting period. These are classified as non-current assets. They arise principally through the provision of
services to customers (trade receivables), but also incorpotate other types of contractual monetary asset such as
prepayments, which are contractually recoverable. They are initially recognised at fair value and subsequently
carried at amortised cost. Unless otherwise indicated, the carrying amounts of the Company’s financial assets are
a reasonable approximation of their fair values.

Financial liabilities

The Company’s financial liabilities are trade and other creditors, amounts owed to related party undertakings and
other financial liabilities. These liabilities are initially recognised at fair value and subsequently measured at
amortised cost using the effective interest rate method. Unless otherwise indicated, the carrying amounts of the
Company’s financial liabilities are a reasonable approximation of their fair values.

Share capital
Financial instruments issued by the Company are treated as equity only to the extent that they do not meet the
definition of a financial liability. The Company’s ordinary shares are classified as equity instruments.

Cash at bank and in hand
Cash at bank and in hand comprise cash in hand, deposits held at call with banks.

15



Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (continued)

2.9

2.10

211

Accounting policies (continued)

Equity
Equity comprises the following:
e  Share capital which represents the nominal value of equity shares;
e  Share premium which represents the amounts received for equity shares in excess of the nominal value
® Retained earnings which represent cumulative net gains and losses recognised in the statement of
comprehensive income including any charges relating to employee share schemes being equity-settled
share-based employee remuneration until such share options are exercised.

Leases

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases.

Payments made under operating leases (net of any incentives received from the lessor) are charged to the
statement of comprehensive income on a straight-line basis over the period of the lease.

Associated costs, such as maintenance and insurance, are expensed as incurred.

Provisions

Provisions for leasehold dilapidations are recognised when the Company has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources will be required to settle the
obligation and the amount can be reliably estimated.

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to
the obligation. The increase in the provision due to passage of time is recognised as interest expense.

2.12 Holiday pay

An accrual for annual leave accrued by employees as a result of services rendered, and which employees are

entitled to carry forward and use within the remainder holiday accrual period is recognised in the current period. =

The accrual is measured at the salary cost payable for the period of absence and included in accruals and other
creditors.

2.13 Revenue

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and services
in the ordinary course of the Company’s activities and is shown net of value-added tax, returns, rebates and
discounts.

The Company recognises revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and when specific criteria have been met for each of the
Company’s activities as described below. The Company bases its estimates on historical results, taking into
consideration the type of customer, the type of transaction and the specifics of each arrangement.

16



Netcall Systems Limited

Notes to the fitiaiicial statements for the period ended 30 June 2019 (continued)

2 Accounting policies (continued)

2.13 Revenue (continned)

The Company generates revenue principally through the supply of::

Cloud services - comprises the subscription and usages fees to access our software through a hosted
solution. The software, maintenance and support and hosting elements are not distinct performance
obligations, and represent a combined service provided to the customer. Revenue is recognised as the service
is provided to the customer on a straight-line basis over the period of supply;

Communication services - revenues comprise fees for messaging services. Fees are recognised when the
message has been delivered over the Company’s network;

Product - consists of software product license fees and hardware. Revenue for products is recognised at a
point in time when the customer has control of the asset; and,

Services - consists primarily of consultancy, implementation services and training. Revenue from these
services is recognised as the services are performed by reference to the costs incurred as a proportion of the
total estimated costs of the setvice project. If an arrangement includes both software license or subscriptions
and service elements, an assessment is made as to whether the software element is distinct in the context of
the contract, based on whether the services provided significantly modifies or customises the base product.
Where it is concluded that a licence is distinct, the licence element is recognised as a separate performance
obligation. In all other cases, revenue from both licence and service elements is recognised when control is
deemed to have passed to the customer.

Whete invoices are raised in advance of the performance obligations being satisfied, these are recorded on the
balance sheet as deferred income. This deferred income relates predominantly to services which are recognised
on a straight line basis over the period of supply. These services are typically invoiced at the beginning of the
provision of service and the associated revenue is recognised over the service period which typically ranges from
one to five years.

Where Company recognition criteria have been met but no invoice to the customer has been raised at the
reporting date, revenue is recognised and included as accrued income.

17



Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (continued)

2 Accounting policies (continued)

2.14 Administrative expenses
Administrative expenses are recognised in profit or loss upon utilisation of the service or as incurred.

2.15 Foreign currency translation
Items included in the financial statements are measured using the currency of the primary economic
environment in which the entity operates (the “functional currency’). The financial statements are presented in
stetling (£), which is the Company’s functional and presentational currency.

Foreign currency transactions are translated into the Company’s functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of
such transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in profit or loss.

Foreign exchange gains and losses are presented in the statement of comprehensive income within ‘other
operating income’.

2.16 Current and deferred taxation
The tax expense for the period comprises current and deferred tax. Tax is recognised in the statement of
comprehensive income, except to the extent that it relates to items recognised in other comprehensive income
or directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in equity,
respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company and its subsidiaries operate and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

Deferred tax is recognised, using the liability method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred
tax liabilities are not recognised if they arise from the initial recognition of goodwill; deferred tax is not
accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred
tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the balance
sheet date and are expected to apply when the related deferred tax asset is realised or the deferred tax liability is
settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.
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Notes to the financial statements for the period ended 30 June 2019 (continued)

2

Accounting policies (continued)

2.17 Employee benefits - pensions

Conttibutions to the Company’s defined contribution pension scheme and employees’ personal pension plans
are charged to the statement of comprehensive income as employee benefit expenses when they are due. The
Company has no further payment obligation once the contributions have been paid.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. The resulting
accounting estimates will, by definition, seldom equal the related actual results.

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are addressed below.

Revenue recognition

The Company recognises revenue on certain contracts such as during the period of performance, prior to an
invoice being raised, where work has been completed and there is a high degree of certainty of the contract being
completed and the invoice raised and cash received. In relation to services this involves estimating a percentage
completion based on the direct labour costs incurred to date compared to the total project costs required to
complete a project. The assessments and estimates used by the Company could have a significant impact on the
amount and timing of revenue recognised on a project.

Taxation

The Company is subject to United Kingdom corporate taxation and judgement is required in determining the
provision for income and deferred taxation. The Company recognises taxation assets and liabilities based upon
estimates and assessments of many factors including past experience, advice received on the relevant taxation
legislation and judgements about the outcome of future events. To the extent that the final outcome of these
matters is different from the amounts recorded, such differences will impact on the taxation charge made in the
statement of comprehensive income in the period in which such determination is made.

The Company has tax losses available for carrying forward against future taxable income of £4.3m (2018 -
£2.96m). The Company has not recognised any deferred tax asset in regards to these losses due to the historic
trading performance and the effect of future research and development tax relief meaning that the timing and
likelihood of utilisation of the losses is uncertain.
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Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (tontinued)

4 Revenue

The business is domiciled in the UK. All revenue is attributable to the principal activity of the Company and

originates in the UK.
Analysis of revenue by geographical destination: _
2019 2018
£2000 £7000
United Kingdom 5,496 5,180
Rest of the world 778 410
6,274 5,590
Analysis of revenue by category:
2019 2018
£°000 £000
Cloud services ' 3,443 2,981
Communication services 1,029 1,118
Product 6 12
Services 1,796 1,479
6,274 5,590

Significant customers

Revenue from the top 2 customers in the period ended 30 June 2019 amounted to £1,973,000 and £930,000,
which represented 31% and 15% of total revenue respectively. Revenue from the top 2 customers in the period
ended 30 June 2018 amounted to £1,705,000 and £1,239,000, which represented 31% and 22% of total revenue
respectively.

© 5  Administrative expenses

Administrative expenses by nature are analysed as follows:

2019 2018

Note £7000 £000

Non-recurring costs () : 66 619
Depreciation 14 30 39
Amortisation of intangible assets .13 342 306
Employee benefit expense 8 3,577 2,983
Operating lease payments 130 117
Other administrative expenses 1,691 800
5,836 4,864

() Non-recurring costs relate to agreed termination fees payable to the highest paid director on his resighation
on 8 April 2019. See note 9 for further details. Non-recurring costs in the prior year relate to legal fees and
other payments in relation to the acquisition of the Company by Netcall plc in August 2017.

20
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Notes to the financial statements for the period ended 30 June 2019 (conzinued)

6  Other operating income

Other operating income is analysed as follows:

2019 2018

£°000 £7000

Other income ' 2 26
Net foreign exchange gain/ (loss) on amounts owed by related party

undertakings 24 (109

26 16

) The Company sublet part of its office space and the income relates to an inclusive rental charge for that

space of £2,000 (2018 - £25,000) and other sundry income of £nil (2018 - £1,000)

7  Operating loss

Operating loss is arrived at after charging:

2018

2019

£2000 £°000
Research and development costs
- Current period expenditure 756 915
- Amortisation of intangible assets 342 306
Depreciation 30 39
Foreign exchange (gain)/ loss 24) 10
Operating lease expense: , .
- Land and buildings 130 117
Non-recurring costs () 66 619
Auditot's remuneration is analysed as follows:
- Fees payable to the Company’s auditor for the audit

of the Company’s annual accounts:
- In relation to cutrent period 12 10
- In relation to previous period - 9
12 19

() See note 5 for details
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Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (tontinued)

8 Employees

Staff costs, including Directors, consist of:

2019 2018

£°000 £°000
Wages and salaries 3,227 2,655
Less: internal development costs capitalised in the period (304) (259)
Social security costs 379 320
Pension costs — defined contribution plans 158 ' 129
Share option costs 105 128
Other staff related expenses 12 10
3,577 2,983

On behalf of its employees, the Company makes contributions to a single defined contribution group personal
pension scheme. Where contracted the Company also contributes to individual employee personal pension
schemes.

The assets of all the schemes are held separately from those of the Company in independently administered
funds. The pension cost charge represents contributions payable by the Company to the funds.

The total contribution paid by the Company in the period was £158,000 (2018 - £129,000). Contributions
totalling £16,000 (2018 - £11,000) were payable at the end of the period.

Average number of people, including executive directors, employed during the period was 63 (2018 — 54).
9  Directors

Directors' emoluments are shown below.

2019 2018

£°000 £000

Director emoluments 92 119
Company contributions to defined contribution pension schemes 74 22
166 141

In addition to the above, consultancy fees of £nil (2018 - £3,000) were charged during the period by Beringea
LLP in relation to director services provided by Karen A McCormick. .

The highest paid director received emoluments of £92,000 (2018 - £111,000) and Company contributions to
defined contribution pension schemes of £74,000 (2018 - £22,000). Of these amounts, £10,000 of the total
emoluments (2018 - £nil) and £56,000 of the total pension contributions (2018 - £nil) were in relation to the
non-recurring costs of £66,000 paid on resignation of the director on 8 April 2019.
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Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (continued)

10 Interest receivable and similar income

2019 2018
£°000 £°000
Bank interest receivable 5 2
5 2
11  Interest payable and similar charges
2019 2018
£2000 £7000
Shareholder loan interest - 2
Other loan interest - 9
Bank and credit card charges - 1
- 12
12 Taxation on loss on ordinary activities
The tax credit is based on the result for the period and represents:
2019 2018
£°000 £000
UK corporation tax:
Current tax on profits for the period - -
Adjustments in respect of prior periods - .
Total current tax N .
Deferred tax: (note 20)
Origination and reversal of timing differences (40) 14
(40) 14

Tax (charge)/ credit on loss on ordinary activities
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Netcall Systems Limited

Notes:-to the financial statements for the period ended 30 June 2019 (wntinued)

12 Taxation on loss on ordinaty activities (continued)

The tax assessed on the loss on ordinary activities for the period is higher than (2018 — higher than) the standard
rate of corporation tax in the UK of 19.00% (2018 — 19.00%).

2019 2018
£°000 £7000
Loss on ordinary activities before tax (765) : (231)
Tax at the weighted average UK corporation tax rate of 19.00% (2018 —
19.00%) (145) (44)
Tax effects of: :
Expenses not deductible for tax purposes 16 38
Losses arising in period not recoverable against current tax 251 341
Additional deductions for R&D expenditure (82) (81)
Utilisation of previously unrecognised tax losses - )
Relief for employee share schemes . (263)
40 (14)

Tax charge/ (credit) for the period
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Notes-to the financial statements for the period ended 30 June 2019 (contz'nuéd)

13 Intangible assets

Software
Development
costs
£000
Cost
At 31 December 2017 2,569
Additions 280
At 30 June 2018 2,849
Additions 351
At 30 June 2019 ‘ 3,200
Amortisation
At 31 December 2017 789
Charge for period 306
At 30 June 2018 : 1,095
Charge for period 342
At 30 June 2019 1,437
Net book value
At 31 December 2017 1,780
At 30 June 2018 1,754
At 30 June 2019 1,763

Amortisation of £342,000 (2018 - £306,000) is included within ‘administrative expenses’.
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Netcall Systems Limited

Notes to the financial statements for the period ended 30 June 2019 (continued)

14 Tangible assets

Fixtures,
fittings and Computer
equipment equipment Total
£'000 £'000 £'000

Cost
At 31 December 2017 61 99 160
Additions 1 10 11
At 30 June 2018 62 109 171
Disposals (44) - (44)
Additions 543 12 555
At 30 June 2019 561 121 682
Accumulated depreciation
At 31 December 2017 40 66 106
Charge for the period 15 24 39
At 30 June 2018 55 90 145
Disposals (44) - (44)
Charge for the period : 18 12 30
At 30 June 2019 29 102 131
Net book value
At 31 December 2017 21 33 54
At 30 June 2018 7 19 26
At 30 June 2019 532 19 551

Depreciation expense of £30,000 (2018 - £39,000) has been charged in ‘administrative expenses’
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Notes to the financial statements for the period ended 30 June 2019 (continued)

15

16

17

Debtors

Trade debtors

Amounts owed by related party undertakings

Other debtors

Corporation tax

Deferred tax

Prepayments and accrued income

Trade and other creditors

Trade creditors

Amounts owed to related party undertakings
Taxation and social security

Pension creditors

Accruals and other creditors

Creditors: amounts falling due after more than one year

Deferred income as previously reported

Deferred income reclassified from Creditors: amounts falling due
within one year

30 June 30 June
2019 2018
£°000 £7000
663 2,534

1,373 1,332

2 9

86 86

3 2

283 205

2,410 4,168
30 June 30 June
2019 2018
£°000 £000
120 262

1,205 1,249

135 410

16 11

435 184

1,911 2,116

30 June 30 June

2019 2018
(as reclassified)
£000 £7000
157 -
- 265
157 265

Total deferred income in the prior year of £2,917,000 was previously included under Creditors: amounts falling
due within one year and has now been shown separately on the balance sheet split between the current and long-

term elements of £2,652,000 and £265,000 respectively.
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18

19

Financial instruments

Financial assets that are debt insttuments measured at amortised

cost

Cash at bank and in hand

Trade debtors

Amounts owed by related party undertakings

Other financial assets

Financial liabilities measured at amortised cost
Trade and other creditors (excluding statutory liabilities)

Amounts owed to related party undertakings

Provisions for liabilities

At 31 December 2017
Increase/ (decrease) in provision

At 30 June 2018
(Decrease)/ increase in provision

At 30 June 2019

Property provisions

30 June 30 June
2019 2018
£°000 £000
587 414
663 2,534
1,373 1,332
30 25
2,653 4,305
136 273
1,205 1,249
1,341 1,522
Deferred
Property Tax
Provisions Provision Total
£°000 £2000 £2000
120 312 432"
(14) (11)
123 298 421
(116) 40 (76)
7 338 345

£123,000 was released in the period relating to dilapidations on leasehold property vacated in the period (2018
- £nil) and £7,000 of new provision was recogmsed in the period relating to dilapidations on existing leasehold

properties (2018 - £4,000).
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Notes-to-the financial statements for the period ended 30 June 2019 (ontinued)

20 Deferred tax

Deferred tax has been provided for at 19.00% (2018 — 17.00%)).

30 June 30 June
2019 2018
£°000 £°000
Included in debtors (note 15) 3 2
Included in provisions for liabilities (note 19) (338) (298)
(335) (296)
Accelerated capital allowances (52) (3)
Capitalised development costs (286) (295)
Pension costs 3 2
(335) (296)
The movement in deferred income tax assets and liabilities during the period:
Accelerated Capitalised
Pension Capital  Development
Costs  Allowances Costs Total
Deferred tax liabilities £°000 £°000 £°000 £000
At 31 December 2017 2 9 303 310
Credited to statement of comprehensive ' ’ ' ‘
income - (©) ©) 14
At 30 June 2018 2 3 295 296
Charged/ (credited) to statement of
comprehensive income ) 49 ©® 39
At 30 June 2019 3 52 286 335

The Company has not recognised deferred tax assets in respect of £4.28m (2018 — £2.96m) of losses that can be
carried forward against future taxable income as the recoverability is dependent on achieving taxable profits in
the future.
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22

Share capital

2019 2019 2018 2018
Number of Nominal  Number of Nominal
ordinary value ordinary value
shares £ shares £
Authorised, allotted and fully paid
Ordinary shares of £0.01 each 160,463 1,605 160,463 1,605

There was no change to share capital in the year. During the prior year 15,895 of A Ordinary shares were
converted to Ordinary Shares and 200 deferred shares were redeemed in full.

Share based payments

Share options are granted by the ultimate parent company Netcall plc to certain employees of the Company over
shares in Netcall plc. The following is a summary of the share option schemes in which certain employees of
the Company currently participate in and for which the Company bears the cost of.

In August 2017 the Company granted a number of Unapproved Share Options (“Unapproved”). These options
are granted at an exercise price of 5 pence. Options are conditional on certain vesting criteria including
achievement of the Netcall Systems Limited contingent consideration targets; the employee being in employment
at exercise and having made suitable arrangements with the Company for payment of any income tax or employee
national insurance arising as a result of the award. The options have a contractual option term of ten years; and
once vested up to 100% of the options awarded may be exercised.

In December 2018 Netcall plc granted a number of Unapproved Share Options (“Unapproved 2”). These
options are granted at an exercise price of 5 pence. Options are conditional on the employee being in employment
in three years from grant; and, having made suitable arrangements with the Company for payment of any income
tax or employee national insurance arising as a result of the award.

Movements in the number of share options granted by Netcall plc outstanding and their related weighted average
exercise prices are as follows:

2019 2019 2018 2018

Weighted Weighted

average average

Number exercise Number exercise

(‘000) price (‘000) price

Outstanding at 1 July 784 5.0p - 5.0p
Granted 28 5.0p 846 5.0p
Exercised (5) 5.0p O 5.0p
Lapsed / forfeited (41) 5.0p (35) 5.0p
Outstanding at 30 June 766 5.0p 784 . 5.0p
Exercisable at 30 June 30 5.0p - >.0p
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22 Share based payments (continued)

23

Out of the 765,974 outstanding options (2018 — 784,213 options), 29,532 options (2018 - nil) were exercisable.
The weighted average exercise price for options exercisable at the year-end was 5.0 pence (2018 — 5.0 pence).

The weighted average fair value of the Unapproved 2 options granted during the period determined using the
Black-Scholes opting pricing model was 30.2 pence per option. The significant inputs into the model were mid-
market share price of 37.5 pence at the grant date; exercise price of 5 pence; volatility of 27%; an expected option
life of 3.0 years; a bid price share discount of 2.5%; and, an annual tisk-free interest rate of 1.05%. The volatility
measured at the standard deviation of continuously compounded share returns is based on statistical analysis of
weekly share prices over the last four years.

Options exercised in the year resulted in 5,235 shares (2018 — 6,543) being issued at a weighted average price of
5.0 pence each (2018 — 5.0 pence). The related average weighted share price at the time of exercise was 54.15
pence per share (2018 — 45 pence per share).

In addition to the Netcall plc options above, the Company had 8,450 share options over ordinary shares at an
exercise price of £7.03 which were awarded in 2010 and 2,985 share options over ordinary shares at an exercise
price of £3.67 awarded in 2013. At the time of the Company being acquired by Netcall plc in August 2017 these
options were exercised and the resulting shares issued.

Commitments under operating leases
The Company leases various offices under non-cancellable operating lease agreements. The lease terms are
between 1 and 5 years and none of them contain renewal or purchase options or escalation clauses or any

restrictions regarding further leasing.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

30 June 30 June

2019 2018

Land and Land and

buildings buildings

£000 £7000

Operating leases which expire:—

No later than 1 year 90 95
Later than 1 year and no later than 5 years 387 : -
Later than 5 years 155 -
633 95
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26

Capital commitments

There are no amounts contracted but not provided in the financial statements (2018 £nil).

Related party transactions

The Company has taken advantage of the exemption conferred by FRS 102 paragraph 33.1A, not to disclose
transactions or balances with other group undertakings that are wholly owned by the group.

Consultancy fees of £nil (2018 — £3,000) were incurred during the petiod from Beringea LLP, a related party
due to Karen A McCormick being a director and partner of both entities during the period.

Ultimate parent company
The Company's parent and ultimate parent undertaking at 30 June 2019 was Netcall plc.

Netcall plc was head of the largest group for which the results of Netcall Systems Limited were consolidated at
30 June 2019 and of which the Company was a member. The consolidated accounts of Netcall plc are
available from the address as stated in note-1 or on the Group's website www.netcall.com
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