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m-hance Group Limited

Group Strategic Report
For the Year Ended 31 December 2018

The directors present their Strategic Report and the financial statements for the year ended 31 December 2018.
The report covers the activities of m-hance Group Limited (the "Company") and the results of the Company and
its subsidiaries (together referred to as the "Group").

Principal activities and review of the business
The directors use a number of measures, both financial and non-financial, to monitor the performance of the
Company, and consider Adjusted EBITDA (Earnings Before Interest, Tax, Depreciation and Amortisation) to be

the principal financial performance indicator of trading performance of the business.

The Group's key financial and other performance indicators during the period were as follows:

2018 2017

£ £

Revenue 12,784,448 13,931,868
Gross profit 9,504,403 10,439,192
Adjusted EBITDA* 803,522 614,805
Average number of employees 119 140

*Adjusted EBITDA is Earnings Before Interest, Tax, Depreciation and Amortisation, and is stated before any
impairment charges, shareholder recharge, and exceptional items. Adjusted EBITDA is reconciled to operating
profit as follows.

2018 - 2017

. .- £ £ -
Operating loss (578,981) (1,109,583)
Depreciation of tangible fixed assets 190,622 305,090
Amortisation of intangible assets 899,362 769,742
Shareholder recharge 269,099 362,028
Exceptional items ' 23,420 287,528

Adjusted EBITDA 803,522 614,805




m-hance Group Limited

Group Strategic Report (continued)
For the Year Ended 31 December 2018

The principal activity of the Group is the provision of Customer Relationship Management (CRM) and Enterprise
Resource Planning (ERP) business software, systems and services to a wide range of organisations based
primarily in the UK but also in Europe and the USA.

The Group is the largest accredited Microsoft Dynamics GP partner in Europe and is a multi-award winning
provider of Microsoft Dynamics based solutions. The Group is a Microsoft Gold partner and has also been
awarded the prestigious “P Seller” status. Microsoft's P Seller status is only awarded to a select group chosen
from the elite in Microsoft's partner community, whose focus is to augment Microsoft's internal Technology
Specialist team. m-hance has gained a growing reputation as a UK leading partner in the Not for Profit (NfP)
sector with its NfP propositions addressing charities increasing regulatory and compliance requirements and the
demand for digital SaaS solutions. The strength of the NfP market position is further evidenced by being the
sole European partner at Microsoft's Technology for Social Impact global launch. m-hance is fully behind
Microsoft's Dynamics365 Business Central SaaS product road map and is ideally placed to act as a trusted
advisor to its customer base on their journey to cloud-based platforms. The development of NfP365 Financials
will facilitate cross-sell initiatives within the charity sector for both existing and new customers to create a unified
solution and enhance the Group’s strategic position within the NfP sector.

The Group will continue to invest in the development of products within the NfP sector which will generate
additional SaaS, Service and Support revenues. Additionally, investment in the clear and deliverable SaaS
product development roadmap for the ERP product sets will enable the retention and expansion of the large
ERP customer base.

The disposal of the AX business in 2017 and several larger implementation projects being delayed contributed
to a decline in revenue in the year of 8% with gross margins maintained at 74%. The business has strengthened
its operational focus with a greater emphasis on sales and marketing initiatives and integrating its technical
services and support functions to provide an enhanced customer first approach. The operations of the UK and
Irish companies within the Group are effectively aligned to encourage a greater sharing of skills and resources.
Costs have also been closely managed with administration expenses reducing by 10.7%. The strong
management of the business has resuited in Adjusted EBITDA improving by 31% to £803,522.

Working capital and cash forecasting are managed and well controlled by the experienced finance team. The
Group's only significant third-party financing facilities are a property mortgage of £456,000 secured on the
Stockport office building and a finance lease of £35,652 in relation to computer equipment. it should be noted
that creditors falling due within one year includes £3,713,252 of deferred revenue which relates to future periods
of annual support contracts which are recognised over the duration of the contract and are not a cash liability.



m-hance Group Limited

Group Strategic Report (continued)
For the Year Ended 31 December 2018

Future developments and events after the reporting period

The directors are confident that the business is well placed for future growth in both revenues and profits.
Performance in 2019 up to the date of signing these accounts is trading ahead of budgeted expectations and
2018 performance.

Principal risks and uncertainties

The Group's principal business risks are summaries below, together with the key processes which are in place to
monitor and manage them.

Market risks

Our markets are subject to fluctuations in demand by customers, which are linked to the wider economic
environment. The Group monitors market developments and reflects these in its business planning processes.

Operational risk

Operational risk refers to the risk of financial loss from issues relating to internal process, people and systems.
The Group manages this area of risk through internal controls and intervention when required, together with
management reporting systems and appropriate insurance cover.

Liquidity and cash-flow risk

In order to mitigate the risk that it may be unable to fund its on going cash requirements, the Group monitors and
manages its liquidity position using treasury tools such as rolling cash flow forecasts and scenario planning
around its business forecasts. The Group establishes credit limits with its customers and monitors customer
credit balances on a regular business.

This report was approved by the board on ZO“W&’L Zo Uﬁl and signed on its behalf.

e Tk,

A Moody
Director



m-hance Group Limited

Directors’ Report :
For the Year Ended 31 December 2018

The directors present their report together with the audited financial statements for the year ended 31 December
2018.

Results and dividends

The loss for the year, after taxation, amounted to £629,819 (2017 - loss £1,165,500).
Directors

The directors who served during the year were:

T Darbyshire

S Driscoll (resigned 24 May 2018)

S Pilling (resigned 27 March 2018)

R A Asplin

A J Moody (appointed 6 September 2018)

S Haigh (appointed 6 September 2018)

Political and charitable contributions

The Group made no political or charitable contributions during the year (2017 - £Nil).

Matters covered in the Strategic Report

Disclosures required under S416(4) of the Companies Act 2006 are commented upon in the Strategic Report as
the Directors consider them to be of strategic importance to the Group.

Future developments
The directors are confident that the business is well placed for future growth in both revenues and profits.
Going concern

As at 31 December 2018 the Group has net liabilities of £426,690 (2017 - net assets of £220,826) and net
current liabilities of £3,757,812 (2017 - £3,187,575).

The directors have reviewed the latest trading forecasts and are confident that the Group will generate trading
cash in excess of its liabilities as they fall due for the twelve months from the date of signing this report. On this
basis, the directors have a reasonable expectation that the Group will be able to continue for the next twelve
months. Thus the going concern basis of accounting has been adopted in preparing the annual financial
statements.

Disclosure of information to audifor

Each of the persons who are directors at the time when this Directors' 'Report is approved has confirmed that:

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

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



m-hance Group Limited

Directors’ Report (continued)
For the Year Ended 31 December 2018

Auditor

The auditor, BDO LLP, will be proposed for reappointment in accordance with section 485 of the Companies Act
2006.

%N
This report was approved by the board on > 560@\’\9 el LO\A\ and signed on its behalf.

e Dl

A J Moody
Director



m-hance Group Limited

Directors' Responsibilities Statement
For the Year Ended 31 December 2018

The directors are responsible for preparing the Group Strategic Report, the Directors' Report and the
consolidated financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice). Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs of the Company and the Group and of the profit or loss of the Group for that period.

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

. select suitable accounting policies for the Group's financial statements and then apply them consistently;
. make judgements and accounting estimates that are reasonable and prudent; and
. prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and the Group and to enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeguarding the assets of the Company and the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.



m-hance Group Limited

independent Auditor's report to the members of m-hance Group Limited

Opinion

We have audited the financial statements of m-hance Group Limited (“the Parent Company”) and its subsidiaries
(“the Group”) for the year ended 31 December 2018 which comprise the Consolidated Statement of
Comprehensive Income, the Consolidated and Company Statement of Financial Position, the Consolidated and
Company Statement of Changes in Equity and the Consolidated Statement of Cash Flows , and the 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 Group’s and of the Parent Company's
affairs as at 31 December 2018 and of the Group’s loss for the year then ended;
) the financial statements have been properly prepared in accordance with United Kingdom Generally
Accepted Accounting Practice; and
. the financial statements 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 Group and the Parent 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 approprlate to provide
a basis for our opinion.

Conclusions relating to going concern

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

. the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
. the Directors have not disclosed in the financial statements any identified material uncertainties that may

cast significant doubt about the Group or Parent Company's ability to continue to adopt the going concern
basis of accounting for a pericd of at least twelve months from the date when the financial statements are
authorised for issue.



m-hance Group Limited

independent Auditor's report to the members of m-hance Group Limited (continued)

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 auditor’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 or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

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

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

. the information given in the Strategic report and Directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
. the Strategic report and Directors’ report have been prepared in accordance with applicable legal

requirements.
Matters on which we are required to report by exception
In the light of the knowledge and understanding of the Group and the Parent Company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Strategic report and

Director’s report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion;

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

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

. certain disclosures of Directors’ remuneration specified by law are not made; or

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

Responsibilities of Directors

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

In preparing the financial statements, the Directors are responsible for assessing the Group's and the Parent
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the Directors either intend to liquidate the Group or the
Parent Company or to cease operations, or have no realistic alternative but to do so.



m-hance Group Limited

Independent Auditor's report to the members of m-hance Group Limited (continued)

Auditor's responsibilities for the audit of the financiél statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the Financial
Reporting Council’s website at:
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Use of our report

This report is made solely to the Parent Company's members, as a body, in accordance with Chapter 3 of Part
16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the Parent
Company’'s members those matters we are required to state to them in an 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 Parent Company and the Parent Company’s members as a body, for our audit work, for this report, or for the
opinions we have formed.

é@b\ﬂ

Julien Rye (Senior Statutory Auditor)

For and on behalf of BDO LLP, Statutory Auditor
Manchester

United Kingdom

UL GeAlitons Lo
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).



m-hance Group Limited

Consolidated Statement of Comprehensive Income
For the Year Ended 31 December 2018

2018 2017

£ £
12,784,448 13,931,868

(3,280,045) (3,492,676)
9,604,403 10,439,192
(10,059,964) (11,261,247)
(23,420) (287,528)

Note
Turnover 4
Cost of sales '
Gross profit
Administrative expenses
Exceptional items 5
Total administrative expenses 6

(10,083,384)

(11,548,775)

Operating loss (578,981) (1,109,583)
Interest receivable and similar income ' 9 1,330 258
Interest payable and similar expenses 10 (52,168) (54,454)
Loss before taxation (629,819) (1,163,779)
Tax on loss 1" - (1,721)
Loss for the financial year (629,819) (1,165,500)
Currency translation differences (17,697) (31,868)
Other comprehensive income for the year (17,697) (31,868)
Total comprehensive loss for the year

All loss and comprehensive loss is attributable to the owners of the parent company.

The notes on pages 18 to 35 form part of these financial statements.

10

(647,516)

(1,197,368)



m-hance Group Limited
Registered number: 07203843

Consolidated Statement of Financial Position
As at 31 December 2018

Fixed assets

Intangible assets
Tangible assets

Current assets

Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Provisions for liabilities

Other provisions
Net (liabilities)/assets

Capital and reserves

Called up share capital
Share premium account
Profit and loss account

(Deficit)/equity attributable to owners of
the parent Company

Note

12
13

16

17

© 20

21
22
22

2018 2018

£ £

2,274,769

1,560,474

3,835,243
2,669,123
312,712
2,981,835
(6,739,647)

(3,757,812)

77,431

(313,446)

(190,675)

(426,690)

100

13,132,733

(13,559,523)

(426,690)

2017 2017

£ £

2,967,249

1,726,675

4,693,924
2,915,640
459,224
3,374,864
(6,562,439)

(3,187,575)

1,506,349

(1,059,747)

(225,776)

220,826

100

13,132,733

(12,912,007)

220,826

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

LU Sedatm Bl 2o U4

ek

A J Moody
Director

The notes on pages 18 to 35 form part of these financial statements.

1



m-hance Group Limited
Registered number: 07203843

Company Statement of Financial Position
As at 31 December 2018

Fixed assets

Investments

Current assets

Debtors: amounts falling due within one year

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Capital and reserves

Called up share capital

Share premium account

Profit and loss account brought forward
Profit for the year

Profit and loss account carried forward

Total equity

Note

14

15

16

21
22

22

2018 2018
£ £
3,352,884
3,352,884
7,800,470
7,800,470
(4,842,836)
2,957,634
6,310,518
100
13,132,733
(6,822,315)
- (6,822,315)
6,310,518

2017 2017
£ £
3,352,884
3,352,884
7,800,470
7,800,470
(4,842,836)
2,957,634
6,310,518
100
13,132,733
(6,822,315)
- (6,822,315)
6,310,518

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

167" SelcamBer Tolq

A J Moody
Director

The notes on pages 18 to 35 form part of these financial statements.

12



m-hance Group Limited

Consolidated Statement of Changes in Equity
For the Year Ended 31 December 2018

Share
Called up premium Profit and

share capital account loss account Total deficit

£ £ £ £

At 1 January 2018 100 13,132,733 (12,912,007) 220,826
Comprehensive loss for the year

Loss for the year - - (629,819) (629,819)

Currency translation differences - - {(17,697) (17,697)

Total comprehensive loss for the year - - (647,516) (647,516)

At 31 December 2018 100 13,132,733  (13,559,523) (426,690)

The notes on pages 18 to 35 form part of these financial statements.

13



m-hance Group Limited

Consolidated Statement of Changes in Equity
For the Year Ended 31 December 2017

Share
Called up premium Profit and

share capital account loss account Total equity

£ £ £ £

At 1 January 2017 100 13,132,733 (11,714,639) 1,418,194
Comprehensive loss for the year

Loss for the year - - (1,165,500) (1,165,500)

Currency translation differences - - (31,868) (31,868)

Total comprehensive loss for the year - - (1,197,368) (1,197,368)

At 31 December 2017 100 13,132,733  (12,912,007) 220,826

The notes on pages 18 to 35 form part of these financial statements.

14



m-hance Group Limited

Company Statement of Changes in Equity
For the Year Ended 31 December 2018

At 1 January 2017

Comprehensive income for the year
Profit for the year

At 1 January 2018

Comprehensive income for the year
Profit for the year

At 31 December 2018

The notes on pages 18 to 35 form part of these financial statements.

Share
Called up premium Profit and
share capital account loss account Total equity
£ £ £ £
100 13,132,733 (6,822,315) 6,310,518
100 13,132,733 (6,822,315) 6,310,518
100 13,132,733 (6,822,315) 6,310,518

15



m-hance Group Limited

Consolidated Statement of Cash Flows
For the Year Ended 31 December 2018

Cash flows from operating activities

Loss for the financial year
Adjustments for:

Amortisation of intangible assets
Depreciation of tangible assets
Interest payable

Interest receivable

Taxation charge

Decrease in debtors

Decrease in creditors
(Decrease)/increase in provisions
Corporation tax paid

Foreign exchange

Net cash generated from operating activities

Cash flows from investing activities

Purchase of intangible fixed assets
Purchase of tangible fixed assets
Interest receivable

Net cash used in investing activities

Cash flows from financing activities

Repayment of loans

Other new loans

Repayment of finance leases
Interest payable

Net cash used in financing activities

2018 2017

£ £
(629,819)  (1,165,500)
899,362 769,742
190,622 305,090
52,168 54,454
(1,330) (258)

. 1,721
264,214 754,886
(252,320)  (635,256)
(35,101) 84,132
(19,981) (33,419)
(17,697) (31,868)
450,118 103,724
(213,548) (55,355)
(22,910) (53,352)
1,330 258
(235,128)  (108,449)
(202,667)  (202,667)
- 173,282
(106,667)  (106,667)
(52,168) (54,454)
(361,502)  (190,506)

16



m-hance Group Limited

Consolidated Statement of Cash Flows (continued)
For the Year Ended 31 December 2018

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at the end of year

Cash and cash equivalents.at the end of year comprise:

Cash at bank and in hand

The notes on pages 18 to 35 form part of these financial statements.

17

2018 2017

£ £
(146,512)  (195,231)
459,224 654,455
312,712 459,224
312,712 459,224
312,712 459,224



m-hance Group Limited

Notes to the Financial Statements
For the Year Ended 31 December 2018

1.

General information

m-hance Group Limited is a private company, limited by shares, incorporated in England and Wales under
the Companies Act 2006. The address of the registered office can be found on the Company Information
page and the nature of the Group's operations and its principal activities are set out in the Strategic
Report.

Accounting policies

21

2.2

Basis of preparation of financial statements

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 Group management to exercise judgement in applying
the Group's accounting policies (see note 3).

The Company has taken advantage of the exemption allowed under section 408 of the Companies
Act 2006 and has not presented its own Statement of Comprehensive Income in these financial
statements.

The following principal accounting policies have been applied:
Basis of consolidation

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

The consolidated financial statements incorporate the results of business combinations using the
purchase method. In the Statement of Financial Position, the acquiree's identifiable assets, liabilities
and contingent liabilities are initially recognised at their fair values at the acquisition date. The resuits
of acquired operations are included in the Consolidated Statement of Comprehensive Income from
the date on which control is obtained. They are deconsolidated from the date control ceases.

In accordance with the transitional exemption available in FRS 102, the Group has chosen not to

retrospectively apply the standard to business combinations that occurred before the date of
transition to FRS 102, being 1 January 2015.

18



m-hance Group Limited

Notes to the Financial Statements
For the Year Ended 31 December 2018

2,

Accounting policies (continued)

23

24

2.5

Parent company disclosure exemptions

In preparing the separate financial statements of the parent company, advantage has been taken of
the following disclosure exemptions available in FRS 102:

o Only one reconciliation of the number of shares outstanding at the beginning and end of the
period has been presented as the reconciliations for the Group and the parent company would
be identical;

) No cash flow statement or net debt reconciliation has been presented for the parent company;

o Disclosures in respect of the parent company's income, expense, net gains and net losses on

financial instruments measured at amortised cost have not been presented as equivalent
disclosures have been provided in respect of the Group as a whole; and

. No disclosure has been given for the aggregate remuneration of the key management
personnel of the parent company as their remuneration is included in the totals: for the Group
as awhole.

Going concern

As at 31 December 2018 the Group has net liabilities of £426,690 (2017 - net assets of £220,826)
and net current liabilities of £3,757,812 (2017 - £3,187,575).

The directors have reviewed the latest trading forecasts and are confident that the Group will
generate trading cash in excess of its liabilities as they fall due for the twelve months following the
signing of this report. The Directors have received assurances from group companies that none of
the amounts owing will be recalled for at least twelve months. A letter of support has been received
from the parent company.

On this basis, the Company's directors have a reasonable expectation that the Group will be able to
continue for the next twelve months. Thus the going concern basis of accounting has been adopted
in preparing the annual financial statements. .

Turnover

Turnover from the sale of goods and services is recognised when the Company has transferred the
significant risks and rewards of ownership to the buyer and its probable the economic benefits of the
transaction will flow to the Company.

Turnover on the sale of software licences is recognised on delivery of the licence to the customer and
the customer has the ability to use the software. If significant post-delivery obligations exist, turnover
is deferred until no significant obligations remain. Turnover from maintenance and support service
contracts is invoiced in advance, accounted for as deferred turnover and recognised as turnover in
equal installments over the term of the contract. Turnover from software development and
consultancy services is recognised over the duration of the project on a percentage of completion
basis. Turnover from SaaS contracts is invoiced in advance, accounted for as deferred turnover and
recognised as turnover in equal installments over the term of the service provided.

19



m-hance Group Limited

Notes to the Financial Statements
For the Year Ended 31 December 2018

2.

Accounting policies (continued)

2.6

27

2.8

29

Research and development

In the research phase of an internal project it is not possible to demonstrate that the project will
generate future economic benefits and hence all expenditure on research shall be recognised as an
expense when it is incurred. Intangible assets are recognised from the development phase of a
project if and only if certain specific criteria are met in order to demonstrate the asset will generate

_probable future economic benefits and that its cost can be reliably measured. The capitalised

development costs are subsequently amortised on a straight line basis over their useful economic
lives, which range from 1 to 3 years.

If it is not possible to distinguish between the research phase and the development phase of an
internal project, the expenditure is treated as if it were all incurred in the research phase only.

Exceptional items

Exceptional items are transactions that fall within the ordinary activities of the Groub but are
presented separately due to their size or incidence.

Interest income

Interest income is recognised in the Consolidated Statement of Comprehensive Income using the
effective interest method.

Finance costs

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

2.10 Borrowing costs

All borrowing costs are recognised in the Consolidated Statement of Comprehensive Income in the
year in which they are incurred.

2.11 Pensions

Defined contribution pension plan

The Group operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the Group pays fixed contributions into a separate entity. Once the
contributions have been paid the Group has no further payment obligations.

The contributions are recognised as an expense in the Consolidated Statement of Comprehensive
Income when they fall due. Amounts not paid are shown in accruals as a liability in the Statement of
Financial Position. The assets of the plan are held separately from the Group in independently
administered funds.
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2.

Accounting policies (continued)

2.12 Taxation

Tax is recognised in the Consolidated Statement of Comprehensive Income, except that a charge
attributable to an item of income and expense recognised as other comprehensive income or to an
item recognised directly in equity is also recognised in other comprehensive income or directly in
equity respectively.

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

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

3 The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and

. Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the reporting date.

2.13 Foreign currency translation

Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

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

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Consolidated Statement of Comprehensive Income within ‘finance income or costs'.
All other foreign exchange gains and losses are presented in the Consolidated Statement of
Comprehensive Income within 'other operating income'.

On consolidation, the results of overseas operations are translated into Sterling at rates
approximating to those ruling when the transactions took place. All assets and liabilities of overseas
operations are translated at the rate ruling at the reporting date. Exchange differences arising on
translating the opening net assets at opening rate and the results of overseas operations at actual
rate are recognised in other comprehensive income.
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2.

Accounting policies (continued)

2.14 Intangible assets

Goodwill

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

Other intangible assets
Intangible assets are -nitially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment

losses.

All intangible assets are considered to have a finite useful life. If a reliable estimate of the useful life
cannot be made, the useful life shall not exceed ten years.

The estimated useful lives range as follows:

Development costs - 33% to 100%
Goodwill - 10% to 25%

2.15 Tangible fixed assets

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

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

Depreciation is provided on the following basis:

Long-term leasehold property - 2% of property excluding land

Motor vehicles - 25%

Fixtures and fittings - 10% to 25% .
Computer equipment - 25%

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

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Consolidated Statement of Comprehensive Income.

2.16 Valuation of investments

Investments in subsidiaries are measured at cost less accumulated impairment.
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2, Accounting policies (continued)
2.17 Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method, less any impairment.

2.18 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penaity
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

In the Consolidated Statement of Cash Flows, cash and cash equivalents are shown net of bank
overdrafts that are repayable on demand and form an integral part of the Group's cash management.

2.19 Financial instruments

The Group only enters into basic financial instrument transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties and loans to related parties.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the Consolidated Statement of Comprehensive Income.

2.20 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method.

2.21 Leased assets: the Group as lessee

Assets obtained under hire purchase contracts and finance leases are capitalised as tangible fixed
assets. Assets acquired by finance lease are depreciated over the shorter of the lease term and their
useful lives. Assets acquired by hire purchase are depreciated over their useful lives. Finance leases
are those where substantially all of the benefits and risks of ownership are assumed by the
Company. Obligations under such agreements are included in creditors net of the finance charge
altocated to future periods. The finance element of the rental payment is charged to the Consolidated
Statement of Comprehensive Income so as to produce a constant periodic rate of charge on the net
obligation outstanding in each period.
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Accounting policies (continued)

2.22 Provisions for liabilities

Provisions are made where an event has taken place that gives the Group a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the Consolidated Statement of Comprehensive Income in
the year that the Group becomes aware of the obligation, and are measured at the best estimate at
the Statement of Financial Position date of the expenditure required to settle the obligation, taking
into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
Financial Position.

Judgements in applying accounting policies and key sources of estimation uncertainty

In preparing these financial statements, the directors have made the following judgements:

Determine whether there are indicators of impairment of the Group's tangible and intangible assets.
Factors taken into consideration in reaching such a decision include the economic visibility and expected
future financial performance of the asset.

Other key sources of estimation uncertainty

Tangible fixed assets (see note 13)

Tangible fixed assets are depreciated over their useful lives taking into account residual values,
where appropriate. The actual lives of the assets and residual values are assessed annually and
may vary depending on the number of factors. In re-assessing asset lives, factors such as
technological innovation, product life cycles and maintenance programmes are taken into account.
Residual value assessments consider issues such as future market conditions, the remaining life of
the asset and projected disposal values.

Impairment of intangible assets (see note 12)

An impairment review is performed at the reporting date, which requires an estimation of the value
in use of cash generating units to which goodwill has been allocated. The value in use calculation
requires an entity to estimate the future cash flows expected to arise from the cash generating unit
and a suitable discount rate in order to calculate present value. No impairment has been identified
at the reporting date.
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Turnover

Analysis of turnover by country of destination:

2018 2017

£ £

United Kingdom and Republic of Ireland 12,124,355 13,485,247
Rest of the world 546,355 311,414
Rest of Europe 113,738 135,207

12,784,448 13,931,868

Exceptional items

2018 2017
£ £
Restructuring and transition costs 23,420 287,528

The 2018 restructuring costs relate to departmental restructuring in the UK with the 2017 restructuring
costs relating to the closure of business units in the USA and India plus a major management restructure
within the Ireland business with the elimination of one layer of management

Operating loss

The operating loss is stated after charging/(crediting):

2018 2017

. £ £

Depreciation of tangible fixed assets 190,622 305,080

Amortisation of intangible fixed assets 899,362 769,742
Fees payable to the Group's auditor and its associates for the audit of the

Company's annual financial statements 32,710 31,760

Operating lease rentals 218,552 229,954
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Employees

Staff costs, including directors' remuneration, were as follows:

Group Group Company

2018 2017 2018

£ £ £
Wages and salaries 6,535,906 7,668,359 -
Social security costs 713,964 830,052 -
Cost of defined contribution'scheme 201,482 219,626 -

Company
2017
£

7,451,352 8,718,037 -

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

2018 2017

No. No.

Sales 21 23
Administration . 12 19
Operations 86 98
119 140

The Company has no employees other than the directors, who did not receive any remuneration (2017 -

ENil).

Directors' remuneration

2018 2017

£ £

Directors' emoluments 219,980 384,915
Company contributions to defined contribution pension schemes 10,219 18,228
230,199 403,143

During the year retirement benefits were accruing to 3 directors (2017 - 2) in respect of defined

contribution pension schemes.

The highest paid director received remuneration of £72,415 (2017 - £200,842).

The value of the Company's contributions paid to a defined contribution pension scheme in respect of the

highest paid director amounted to £3,366 (2017 - £8,078).
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10.

Interest receivable

Bank interest received

Interest payable and similar expenses

Bank interest payable

Other loan interest payable

Loan note interest

Finance leases and hire purchase contracts

27

2017

2018
£ £
1,330 258
2018 2017
£ £
215 559
18,001 25,005
25145 20,083
8,807 8,807
52,168 54,454
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1.

Taxation
2018 2017
£ £
Corporation tax

Current tax on profits for the year - 1,721

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2017 - higher than) the standard rate of corporation tax in
the UK of 19.25% (2017 - 19.25%). The differences are explained below:

2018 2017
£ £
Loss before tax (629,819) (1,163,779)
Loss multiplied by standard rate of corporation tax in the UK of 19.25%
(2017 - 19.25%) (121,240) (224,027)
Effects of:
Expenses not deductible for tax purposes 10,033 43,680
Fixed asset differences 145,395 147,252
Capital allowances for year in excess of depreciation - (640)
Other timing differences leading to an increase (decrease) in taxation 1,354 2,246
Adjust closing deferred tax to average rate 34,517 40,377
Adjust opening deferred tax to average rate (38,112) (43,073)
Deferred tax not recognised (26,116) (20,399)
Impact of different tax rates (5,831) -
Income tax on medical insurance - 1,671
Adjustments to brought forward values - (2,923)
Tax losses carried forward - 57,557

Total tax charge for the year - 1,721

Factors that may affect future tax charges

Changes to the UK Corporation tax rates were substantively enacted as part of the Finance Bill 2015-2016
on 26 October 2015 reducing the effective tax rate from 20% to 19% from April 2017, with a further
reduction to 17% from April 2020. Deferred taxes as at the Statement of Financial Position date have
been measured using these enacted tax rates and reflected in these financial statements.
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12,

Intangible assets

Group

Cost

At 1 January 2018

Additions

Foreign exchange movement

At 31 December 2018
Amortisation

At 1 January 2018
Charge for the year

At 31 December 2018

Net book value

At 31 December 2018

At 31 December 2017

Development Goodwill Total
£ £ £
495,570 15,907,736 16,403,306
213,548 - 213,548
(6,666) - (6,666)
702,452 15,907,736 16,610,188
433,379 13,002,678 13,436,057
134,125 765,237 899,362
567,504 13,767,915 14,335,419
134,948 2,i39,821 2,274,769
62,191 2,905,058 2,967,249

As part of the year-end financial statements preparation, the directors of the various m-hance companies
have undertaken a review of the carrying value of the goodwill on the Statement of Financial Position.
The goodwill has arisen through the acquisition of various businesses acquired between 2010 and 2012
which have been integrated to form m-hance. All of the acquired businesses have been integrated and
operate as a single business, trading through one entity in each jurisdiction with significant cross selling
activities. Accordingly, the directors have considered the cash-flows of the combined business when
assessing whether the carrying value of goodwill has been impaired. As a result of this review and in the
light of the 2018 trading performance the directors have agreed that no impairment is required.
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13.

Tangible fixed assets

Group

Cost

At 1 January 2018
Additions

Exchange adjustments

At 31 December 2018

Depreciation

At 1 January 2018
Charge for the year
Exchange adjustments

. At 31 December 2018

Net book value

At 31 December 2018

At 31 December 2017

Long-term
leasehold Motor Fixtures and  Computer

property vehicles fittings equipment Total
£ £ £ £ £
1,842,000 13,495 327,390 1,470,558 3,653,443
- - 8,842 14,068 22,910

. - (1,604) (3,203) (4,807)
1,842,000 13,495 334,628 1,481,423 3,671,546
448,220 13,495 280,645 1,184,408 1,926,768
36,840 - 11,812 141,970 190,622

- - (324) {(5,994) (6,318)
485,060 13,495 292,133 1,320,384 2,111,072
1,356,940 - 42,495 161,039 1,560,474
1,393,780 - 46,745 286,150 1,726,675

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

as follows:

Computer equipment

30

2018

£

120,000

2017
£

200,000
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14.

15.

Fixed asset investments

Direct subsidiary undertakings

The following were direct subsidiary undertakings of the Company:

Name
m-hance Limited

m-hance Holding (Ireland) Limited

Indirect Subsidiary undertakings

Ordinary share
capital held

100 %

100 %

Registered address

Trinity House, Bredbury Park Way, Stockport,
Cheshire, SK6 2SN

2nd Floor Beaux Lane House, Mercer Street
Lower, Dublin 2, 662881

The following were indirect subsidiary undertakings of the Company:

Name
m-hance Cloud Software Solution Limited

m-hance India Private Limited
m-hance, Inc.

Company

Cost and net book value
At 1 January 2018 and 31 December 2018

Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments

Deferred maintenance costs

Ordinary share

capital held Principal activity
2nd Floor Beaux Lane House, Mercer, Street
100 % Lower, Dublin 2, 662881
4th Floor, Vedwati Apartments Shivaji Nagar Pune
100 % Pune, MH 411005. India
100 % 1 Broadway, Cambridge, MA 02142, United States
Iri\)estments
in subsidiary
companies
£
3,352,884
Group Group Company Company
2018 2017 2018 2017
£ £ £ £
1,201,540 1,350,927 - -
- - 7,800,470 7,800,470
8,427 15,310 - -
425,964 465,313 - -
1,033,192 1,084,090 - -

2,669,123
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15.

16.

17.

Debtors (continued)

The Group impairment loss recognised in the profit and loss account for the year in respect of bad and
doubtful trade debtors was £169 (2017 - £79). The Company did not recognise an impairment loss in the

year (2017 - ENil).

Amounts owed by group undertakings are unsecured, non interest bearing and repayable on demand.

Creditors: Amounts falling due within one year

Group Group Company Company

2018 2017 2018 2017

£ £ £ £
Mortgage account 202,667 202,667 - -
Shareholder loan note 528,585 - - -
Trade creditors 1,043,570 964,332 - -

Amounts owed to group undertakings - - 4,842,836 4,842,836
Amounts owed to shareholder 56,000 - - -
Corporation tax 50 20,031 - -
Other taxation and social security 634,910 697,099 - -

Obligations under finance lease and hire

purchase contracts 35,652 106,667 - -
Other creditors . 39,517 39,127 - -
Accruals 485,444 618,888 - -
Deferred income 3,713,252 3,913,628 - -

6,739,647 6,562,439 4,842,836

4,842,836

Amounts owed to group undertakings are unsecured, non interest bearing and payable on demand.

Creditors: Amounts falling due after more than one year

Group Group

2018 2017

£ £

Mortgage account 253,333 456,000

Shareholder loan note ' - 503,440

Net obligations under finance leases and hire purchase contracts - 35,652

Deferred income 60,113 64,655
313,446

1,069,747

The mortgage account loan is secured by a debenture and a charge over Trinity House, 6-10 Bredbury

Business Park, Stockport.
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18.

19.

Loans

Analysis of the maturity of loans is given below:

Group Group
2018 2017
£ £
Amounts falling due within one year
Mortgage account 202,667 202,667
Shareholder loan notes 528,585 -

(731,252) (202,667)

Amounts falling due 1-2 years
Mortgage account 253,333 456,000
Shareholder loan notes _ - 503,440

253,333 959,440

984,585 1,162,107

The mortgage loan accrues interest at a rate of 2.5% above base and is due for repayment in 2020. The
shareholder loan note accrues interest at 5% and is due for repayment in 2019.

Financial instruments

Group Group Company Company
2018 2017 2018 2017
£ £ £ £
Financial assets
Financial assets that are debt instruments
measured at amortised cost 2,475,856 2,091,018 7,800,470 7,800,470
Financial liabilities
Financial liabilities measured at amortised

cost (2,628,406) (2,926,773) (4,842,836) (4,842,836)

Financial assets that are debt instruments measured at amortised cost comprise cash at bank, trade
and other debtors and accrued income. For the purpose of the Company financial assets also include
amounts owed by group undertakings.

N

Financial liabilities measured at amortised cost comprise mortgage account, trade and other creditors,
accruals, other loans and obligations under finance lease and hire purchase contracts. For the purpose
of the Company financial liabilities also include amount owed to group undertakings.
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20.

21,

22,

Provisions

Provision for onerous lease and overseas restructure

Group

£
At 1 January 2018 225,776
Charged to profit or loss (19,177)
Utilised in year (15,924)

At 31 December 2018 190,675

The onerous lease provision relates to dilapidations and a rent review on exit of the leased property in
Ireland.

The overseas restructure provisions are for the cost of overseas restructuring following the reorganisation
of the business.

Share capital

2018 2017
£ £
Allotted, called up and fully paid

10,000 (2017 - 10,000) Ordinary shares of £0.01 each 100 100

Reserves

The Group and Company’s capital and reserves are as follows:

Share capital

Called up share capital represents the nominal value of the shares issued.

Share premium account

The share premium account includes the premium on issue of equity shares, net of any issue costs.
Profit and loss account

The profit and loss account represents cumulative profits or losses, net of dividends paid and other
adjustments.
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23.

24,

25,

26.

Pension commitments

The Group operates a defined benefit contribution scheme. The pension cost charge for the year
represents contributions payable by the Group to the scheme and amounted to £201,482 (2017 -

£219,626).

At 31 December 2018 contributions amounting to £35,752 (2017 - £41,381) were owed by the Group at

that date.

Commitments under operating leases a

At 31 December 2018 the Group had future minimum lease payments under non-cancellable operating

leases as follows:

Group Group

2018 2017

] £ £

Not later than 1 year 105,972 156,202
Later than 1 year and not later than 5 years 17,669 125,893
123,641 282,095

Related-party transactions

Key management personnel include all directors of the Group who'together have authority and
responsibility for planning, directing and controlling the activities of the Group. The total compensation

paid to key management personnel for services provided to the Group is disclosed in note 8.

Controlling party

The ultimate controlling party is BECAP Fund LP by virtue of a majority shareholding in the ultimate

parent company.
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