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Financial statements for the year ended 31 March 2011

Report of the director

The director presents his report and the finanaal statements of the company for the year ended 31 March 2011
Principal activity

The company 1s puncipally engaged in information strategy

Results and dividends

There was a profit for the year after taxation amountng to [440,367 (2010 loss £912,961)

The company has pad the following dividends dunng the year

2011 2010

£ £

Dividend 1n specie - 3,084,768
Dividends paid - 600,000
- 3,684,768

Key performance indicators

Key performance indicators of the company include gross profit margin (2011 32%, 2010 36%), contnbution
margmn {2011, 82%, 2010 63%) which 15 defined as gross margm less direct labour costs and net operating margin
before share based payment charges (2011, 7%, 2010 13%) These are momitored and reviewed on a regular basis by
the directors, and the company has performed to expected levels dunng the year

Business review

During the year under review, Alphanumenc Limited has seen the continued cutbacks of consultancy led project
budgets by exishng chents due to economic condittens, plaang more emphasis on new client wins to provide
growth In order to mcrease success rates i new busmess, changes have been made to create a larger pipeline of
opportunities and an increased new business team with a more focused conversion process

Financial nsk management objectives and policies

The company uses financial instruments, other than denivanves, cash and other hquid resources and vanous other
ttems such as trade debtors and creditors that anse directly from its operations The main puepose of these financial
mstruments 15 to raise finance for the company's operations The main nisks ansing from the company finanaal
wstruments are iquidity nisk and currency risk The directors review and agree policies for managing these nsks and
they are summansed below The policies have remammed unchanged from previous penods

Liquidity risk

The company seeks to manage financal nsk by ensunng sufficient hquidity 1s avadable to meet foresceable needs and
ta invest cash assets safely and profitably Pnmanly this 15 achieved through mamtamimng control over debtors and
creditors  Short term flexibility 1s achieved by overdraft faciies

Currency risk

The company 15 exposed to transaction and translation foreign exchange nsk  This 1s not significant and not
considered a major nsk  Exchange rate movements are momtored on a regular basis and prcng contracts take mto
account potential fluctuations
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Report of the director

Directors

The directors who served the company dunng the year were

RB Langdon (resigned 4 Apnl 2011)
CITate {ressygned 30 June 2010))
K J Sadler

Statement of director's responsibilities

The director s responsible for preparing the Report of the directors and the finanqal statements i accordance with
apphcable law and regulations

Company law requires the director to prepare financal statements for each financial year Under that law (he director
has clected to prepare financial statements n accordance with United Kingdom Accounting Standaeds (Umted
Kingdom Generally Accepted Accounting Pracuce) Under company law the director must not approve the financial
statements unless 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 penod In preparng these finanaal statements, the director 1s required to

- select smitable accounting pohaes and then apply them consistendy,
» make judgements and estimates that are reasonable and prudent,
. state whether applicable UK Accounung Standards have been followed, subject to any material departures

disclosed and explained m the financial statements, and
. prepare the financial statements on the gowmg concern basis unless 1t 1s nappropnate to presume that the
company will continue mn business

The director 15 responsible for keeping proper accounting records that are sufficient to show and explam the
company's transactions and disclose with reasonable accuracy at any ume the finanaal position of the company and
enable them 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

In so far as the director 15 aware

» there 15 no relevant audit information of which the company's auditor 15 unaware, and
. the director has taken all steps that he ought to have taken to make humself aware of any relevant audit
mmformation and to establish that the auditor 1s aware of that information

The director 1s responsible for the mamtenance and integrity of the corporate and finanaal information included on
the company's website Legislation in the United Kingdom govemmng the preparation and dissermnation of financal
statements may daffer from legislation m other junsdictions

Auditor

The company's articles require annual reappomtment of the auditors Grant Thornton UK LLP have expressed
willimgness to continue n office In accordance with s485(4) of the Compames Act 2006 a resolution to reappomt
Grant Thornton UK LLP as auditors will be proposed at the Annual General Meeting

ON BEHALF OF THE BO

K ] Sadler .
Dhrector
2 August 2011
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Independent auditor's report to the members of
Alphanumeric Limited

We have audited the financal statements of Alphanumenc Limited for the year ended 31 March 2011 whach
compnse the principal accountng policies, the profit and loss account, the balance sheet and the related notes The
financal reporung framework that has been applied in their preparation 1s applcable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

Thus report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Comparues Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are requured to state to them 1n an auditor’s report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
membess as a body, for our audit work, for this report, or for the opiuons we have formed

Respective responsibilities of directors and auditors

As explamned more fully in the Directors’ Responsibilities Statement on page 2 the directors are responsible for the
preparation of the financal statements and for being sausfied that they give a true and fair iew Our responsibility 13
to audit and express an opinion on the financial statements 1n accordance with apphicable law and Internatonal
Standards on Auditing (UK and Iteland) Those standards requre us to comply with the Auditng Practices Board’s
(APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A desenption of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/puvate cfm

Opinion on financial statements

In our opinton the financial statements

- give a true and fair view of the state of the company's affairs as at 31 March 2011 and of 1ts profit for the
year then ended,

- have been propesly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice,
and

- have been prepared mn accordance wath the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given 1n the Report of the directors for the finanaal year for which the financial
statements are prepared 1s consistent with the financial statements




° GrantThornton
Independent auditor's report to the members of
Alphanumeric Limited

Matters on which we are required to report by exception

We have nothing to report it respect of the following matters where the Compantes Act 2006 requures us to report
to you 1f, i our opinion

ol adequate accounting records have not been kept, or returns adequate for our audit have not been receved
from branches not visited by us, or

. the financial statements are not 1n agreement with the accountng tecords and returns, or

. certain disclosures of dtrectors’ remuneration specified by law are not made, ot

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

G e WA

Michael Redfern

Semor Statutory Auditor

for and on behalf of Grant Thomton UK LLP
Statutory Auditor, Chartered Accountants
SHEFFIELD

3 August 2011
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Principal accounting policies

Basis of accounting

The financial statements have been prepared m accordance with United Kingdom accounting standards and under
the histoncal cost convention

The principal accounting policies of the company are set out below The polictes have remamed unchanged from
the previous year

Consolidated financial statements

The company has taken advantage of the exemption permitted by Section 400 of the Companies Act 2006 and not
produced consolidated financal statements as 1115 isell 3 wholly owned subsidiary

These financial statements present infermation about the indiwidual undertaking and not about its group
Cash flow statement

The company 15 a wholly owned subsidiary and the cash flows of the company are included in the consolidated cash
flow statement Consequently, the company i1s exempt under the terms of FRS 1 "Cash Flow Statements” from
publishing a cash flow statement

Turnover

The turnover shown 1n the profit and loss account represents amounts in relation to work undertaken dunng the
year

Turnover 1s the revenue ansing from the sale of services It 15 stated at the fair value of the consideration recevable,
net of value added tax, rebates and discounts

Revenue 1s recogmsed 1n accordance with the stage of complenon of contractual obhigations 1o the customer The
stage of completion 1s ascertained by assessing the fair value of the services prowvided to the balance sheet date as a

proportion of the total fair value of the contract Losses on contracts are recognised tn the pennod m whuch the loss
first becomes foreseeable

Gooadwill

Positive purchased goodwill ansing on acquisiions 1s capitahised, classified as an asset on the balance sheet and
amortised over the its esamated useful ife up to a maximum of 20 years This length of ume s presumed to be the
maximum useful bfe of the goodwill because 1t 15 difficult to make projections beyond this penod Goodwall 1s
reviewed for imparment at the end of the first full finanaal year following each acquisition and subsequently as and
when necessary if circumstances emerge that indicate that the carrying value may not be recoverable

Development costs

Development costs incurred in the year are capitalised and amortised on a straight line basis over four years

Fixed assets

All fixed assets are stated at cost, net of depreaation and any provision for impairment
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Principal accounting policies

Depreciation

Depreciation 1s calculated so as to wnte off the cost of an asset, less 1ts estimated residual value, over the useful
economic hfe of that asset as follows

Fixtures and Fittngs -20-33%
Equipment - 33%

Work in progress

Work 1n progress 15 valued on the basis of direct costs Provision 1s made for any foreseeable losses where
appropnate No element of profit 1s mduded m the valuation of work m progress

Deferred taxation

Deferred tax 1s recogmsed n respect of all irming differences that have ongmated but not reversed at the balance
sheet date where transachons or events have occurred at that date that will result m an obligation to pay more, or a
nght to pay less or to recetve more tax, with the followng exceptions

Deferred tax assets are recogmsed only to the extent that the directors constder that it 1s more likely than not that
there will be suitable taxable profits from which the future reversal of the underlying timing differences can be
deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the penods 1n which
tuning differences reverse, based on tax rates and laws enacted or substantively enacted at the balance sheet date

Foreign currencies

Transactions 1n foreign currencies are ranslated at the exchange rate ruling at the date of the rransaction Monetary
assets and labilities tn foreign currencies are translated at the rates of exchange ruling at the halance sheet date

Financial instruments

Financial habilities and equity instruments are classified according to the substance of the contractual arrangements
entered 1nto An equity mstrument 1s any contract that evidences a residual interest 1n the assets of the entity after
deductng all of 1ts financial habilines

Where the contractual obligations of financal mstruments (including share captal) are equivalent to a similar debt
mstrument, those financial instruments are classed as finanaal habihihes Financal habihities are presented as such n
the balance sheet Finance costs and gans or losses relating ro financial habihities are mncluded in the profit and loss
account Finance costs are calculated so as to produce a constant rate of return on the outstanding hability

Where the contractual terms of share capital do not have any terms meetng the defimuion of 2 financial habihty then
this 1s classed as an equity mstrument Dividends and distributions relating to equity mstruments are debited direct to
equity

Investments

Investments are mcluded at cost less amounts wntten off
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Principal accounting policies

Operating lease agreements

Rentals applicable to operating leases where substantally all of the benefits and nsks of ownership remamn with the
lessor are charged against profits on a straight hine basis over the penod of the lease

Share based payments

The fair value at the date of grant of share based remuneration, prncpally share options, 15 calculated using a
binomial pnang model and charged to the income statement on a straight line basts over the vesting penod of the
award The charge to the income statement takes account of the estimated number of shares that wall vest Al share
based remuneraton 1s equity settled
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Profit and loss account

Note 2011 2010

£ £

Tumover 1 5,955,572 7,771,841
Cost of sales (4,069,004) (4,936,623}
Gross profit 1,886,568 2,835218
Administratve expenses (1,455,660} (2,489,830)
Share based payments charge (22,311) (1,310,823)
Total admimstrative expenses 1,477,971y  (3,800,653)
Operating profit/ (loss) 2 408,597 (965,435)
Other ncome 127,715 166,585
Interest recervable and similar income - 54
Profit/(loss) on ordinary activities before taxation 536,312 (798,79¢6)
Tax on profit/(loss) on ordinary achvines 5 (95,945) {114,165)
Profit/(loss) for the financial year after taxation 17 440,367 (912,961)

All of the activities of the company are classed as continuing

There are no recognised gains or losses other than the result for the year

The accompanying accounting policies and notes form an witegral part of these financial statements
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Balance sheet

Note 2011 2010
£ £
Fixed assets
[ntangible assets 6 96,959 54,588
Tangble assets 7 109,097 120,651
206,056 175,239
Current assets
Stocks 8 - 15,082
Debtors 9 2,217,576 3,382,114
Cash at bank and in hand 1,504,663 216,737
3,722,239 3,613,933

Creditors: amounts falling due within one year 10 (1,919,588)  (2,243,143)
Net current assets 1,802,651 1,370,790
'l otal assets less curtent habihties 2,008,707 1,546,029
Capnal and reserves
Called up share capual 15 1,196,934 1,196,934
Profit and loss account 16 811,773 349,095
Sharcholders® funds 17 2,008,707 1,546,029

"The financial statements were approved and authonsed by the director on 2 August 2011

K] Sadler {

Director

Company number 03749871

The accompanying accounting policies and notes form an mtegral part of these financial statements
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Notes to the financial statements

Turnover

10

The turnover and profit before tax are attnbutable to the one ponapal activity of the company  An analysis of

turnover is given below

United Kingdom
Rest of Europe
USA

Other

Total

Operating loss

Operatung loss 1s stated after charging

Depreciation of owned fixed assets
Imparment of development costs and purchased goodwall
Amortsation of development costs
Auditors' remuneration
Audit fees

Taxation

Operating lease costs Land and bwuldings

Directors and employees

The average number of staff employed by the company dunng the financial year amounted to

Information strategsts
Management and admunstration staff

The aggrepate payroll costs of the above were

Wages and salanes
Compensation for loss of office
Share based payments

Soaal securnity costs

Pension costs

2011 2010

£ L
5,541,571 7,339,674
414,001 422,058

- 5,913

- 4,196
5,955,672 7,771,841
2011 2010
£ i

84,475 89 549

- 661,406

18,196 64,421
11,500 11,500
3,500 3,500
63,600 63,600
2011 2010
Number Number
36 70

11 9

47 79

2011 2010
£ L
3,146,776 4,328,231
22,040 .
22,311 1,310,823
365,446 506,243
5,040 )
3,561,613 6,145 297
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Notes to the financial statements

Directors

Remuneration in respect of directors was as follows

2011 2010
£ £
Emoluments receivable 49,712 77,749
No directors recerved contnbutions to company pension schemes dunng the year
Tax on ordinary activities
(a) Analysts of charge i the year
Current tax 2011 2010
£ £
In respect of the year
UK corporaion tax based on the results for the year at 28% (2010 28%) 97,605 107,244
Adjustment i respect of the prior year 13,721 (10,773)
Total current tax 111,326 96,471
Deferred tax
Ongaton and reversal of aming differences (15,381) 17,694
Tax on profit on ordinary acavities 95,945 114,165

(b) Factors affecting current tax charge

The tax assessed on the profit on ordinary activines for the year 1s higher than the standard rate of corporation tax in
the UK of 28% (2010 28%)

2011 2010

£ £

Profit/ (loss) on ordinary activiies before taxation 536,312 (798,796)
Profit/(loss) on ordinary actvities by rate of tax 150,167 {223,663)
Expenses not deducnble for tax purposes 606 416,205
Depreciation for peniod in excess of capital allowances 9,987 -

Capatal allowances in excess of depreciaton - (7,295)
Other - 1
Net effect of share options scheme {63,156) (78,004
Adjustment in respect of the prior year 13,721 (10,773

Total current tax {note 5 (a)) 111,325 96,471
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Notes to the financial statements

Intangible assets

Purchased Development

goodwill Costs Total
£ £ £
Cost
At 1 Apnl 2010 245,394 610,514 855,908
Additions - 60,567 60,567
At 31 March 2011 245,394 671,081 916,475
Amounts written off
At 1 Apnl 2010 245,394 555,926 801,320
Amortisation - 18,196 18,196
At 31 March 2011 245,394 574,122 819,516
Net book amount
At 31 March 2011 - 96,959 96,959
At 31 March 2010 - 54,588 54,588
Tangible fixed assets
Fixtures
& fitungs Equipment Total
£ £ L
Cost
At 1 Apnl 2010 36,372 588,599 624,971
Additions - 72,921 72,921
At 31 March 2011 36,372 661,520 697,892
Depreciahon
At 1 Apnl 2010 36,105 468,215 504,320
Charge for the year 162 84,313 84,475
At 31 March 2011 36,267 552,528 588,795
Net book amount
At 31 March 2011 105 108,992 109,097
At 31 March 2010 267 120,384 120,651
Stocks
2011 2010
£ L

Work 1n progress - 15,082
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Notes to the financial statements
Debtors
2011 2010
£ £
Trade debtors 1,302,235 1,436,395
Amounts owed by group undertakings 713,675 1,725,759
Prepayments and accrued income 160,315 193,990
Deferred tax asset (see note 11) 41,351 25,970
2,217,576 3,382,114
Creditors: amounts falling due within one year
2011 2010
£ L
Trade creditors 174,754 350,111
Amounts owed to group undertakings 941,601 1,449,529
Corporation tax 97,605 14,549
Other taxation and soaal secunty 347,146 394,910
Other creditors 50,970 -
Accruals and deferred mcome 307,512 34,044
1,919,588 2,243,143
Deferred taxation
The movement in the deferred taxanon provision dunng the year was
2011 2010
£ £
Asset brought forward (25,970) (43,664)
Profit and loss account movement ansing dunng the year (15,381) 17,694
Asset carried forward (note 9) {41,351} {25,970)
The provision for deferred taxation consists of the tax effect of uming differences m respect of
2011 2010
£ L
Excess of deprecianon over taxation allowances on fixed assets (41,351) (25,970)

Derivatives

The company had no financial denvanves at 31 March 2011 or 31 March 2010
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Financial statements for the year ended 31 March 2011

Notes to the financial statements

Leasing commitments

14

At 31 March 2010 the company had anpual commitments under non-canceliable operating leases as set out below

Operating leases which expire
Less than 1 year
Within 2 to 5 years

Dividends

Dividends paid dunng the year compnsed

Dividends on ordinary shares
Drndend 1n specie

Share capital

Authonsed share capital

1,196,934 Ordinary shares of £1 each

Allotted, called up and fully paid
2011
No £

1,196,934 ordinary shares of [1 each
(2010 Ordinary shares of {1 each) 1,196,934 1,196,934

Land and buildings

20m 2010

£ £

- 18,850

50,300 20,300

50,300 39,150

2011 2010

£ £

- 600,000

- 3,084,768

- 3,684,768

2011 2010

£ £

1,196,934 1,196,934
2016

No £

1,196,934 1,196,934

On 19 Apnl 2011, the 1ssued ordnary shares were reduced by a capital reduction resolution to 100 ordinary shares of

£1 each
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Notes to the financial statements

Profit and loss account

At 1 Apnl 2010
Profit for the year
Credit i respect of share based payments

At 31 March 2011

Reconciliation of movements in shareholders' funds

Profit/ (loss) for the financial year

Dindends pad (note 14)

Credit 1n respect of share based payments

Net addition/{reduction) to shareholders' funds

Opening shareholders' funds
Closing sharchalders’ funds

Performance share plan

15

Profit and loss

account

£

349,095

440,367

22311

811,773

2011 2010

£ L
440,367 (912,961)
- (3,684,768)

22,311 1,310,823
462,678 (3,286,900)
1,546,029 4,832,935
2,008,707 1,546,029

The parent company, Digital Marketmg Group ple, grants share options under the Digital Marketng Group

Performance Share Plan and has granted share options to employees of the Company

Deetatls of the share options granted dunng and outstanding at the end of the year are as follows

01

Weighted

average

Number of exercise

share price

options (pence)

At 1 Apnl 2010 1,863,768 13 40

Granted durnng year 246,800 3700

Lapsed dunng the year (272,326) 17 00

Exerased dunng year {1,042,715) 000

At 31 March 2011 795,527 3700
Exercisable at 31 March 2011 674,927

010

Weighted

average

Number of exercise

share price

ophions {pence)

3,156,524 954

1,267,000 Q00

{1,790,588) 2 80

(769,168) 000

1,863,768 13 40
1,863,768

Share options outstanding at 31 March 2011 have a range of exercise pnces from nil p to 0 60p per share and a

weighted average remaning vesting penod of 1 3 years
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Notes to the financial statements

Performance share plan (continued)

Charge to profit and loss account

Under FRS 20 the company 1s required to recognise as an expense in thewr financial statements apportioned over the
vesung period based upon the number of options which are expected to vest and the fair value of those options at
the date of grant

In considering the appropnate expense n respect of options granted pnor to 1 Apnl 2009 the parent company
commuissioned an independent valuation from Amencan Apprasal UK Limited and have fully adopted therr findings

The weighted average fair value of the options granted pror to 1 Apnl 2009 was {1 07

In respect of options granted after 1 April 2009, the directors prepared a valuation using the Black Scholes model with
the following mputs

Share pnce at date of grant 53 00p
Exercise pnces 0 00p
Expected volatility 30 20%
Dividend yield 0 00% .
Risk free rate 407%
Option life 3 years

The weighted average fair value of the options granted after 1 Apnl 2009 was 53 00p

Accordingly a charge of £22,311(2010 charge £1,310,823) has been made i the accounts of the company

Transactions with related parties

As a wholly owned subsidiary of Dhgital Marketing Group plc, the company 15 exempt from the requirements of FRS
8 to disclose transactions with other members of the group headed by that company

Capital commitments

There were no capital commitments at 31 March 2011 or 31 March 2010

Contingent liabilities

There 1s a cross guarantee between members of the Digital Marketing Group ple group of companies on all bank
overdrafts and borrowmgs with Barclays Bank plc At 31 March 2011 the amount thus guaranteed by the company
was £13,526,000 (2010 £14,788,000)

Ultimate parent undertaking

The ulamate parent undertaking and controlling related party of this company 1s Digital Marketing Group ple, by
virtue of 1ts 100% ownership of the company's share capatal

The largest and smallest group of undertakings for which group accounts have been drawn wp 1s that headed by
Digital Marketing Group ple Coptes of the group accounts can be obtamed at Arclite House, Century Road,
Peatmoor, Swindon, SN3 5YN



