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PHOTON KINETICS LIMITED

DIRECTORS' REPORT
' FOR THE YEAR ENDED 31 DECEMBER 2020

The directors present their annual report and financial statements for the year ended 31 December 2020.

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

Mr D Blaskowsky
Mr W Hill

Mr C Shaar

Mr F Sladen

Auditor

Moore (South) LLP were appointed auditor to the company and in accordance with section 485 of the
Companies Act 2006, a resolution proposing that they be re-appointed will be put at the forthcoming Annual
General Meeting. .

Statement of disclosure to auditor

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

Small companies exemption .
This report has been prepared in accordance with the provisions applicable to companies entitled to the smail
companies exemption.

On behalf of the board

N

Mr D Blaskowsk
Director




PHOTON KINETICS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2020

The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

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

« select suitable accounting policies and then apply them consistently;
« make judgements and accounting estimates that are reasonable and prudent;
« prepare the financial statements on the going concem 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 expiain
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 irregutarities.

The directors are responsible for the maintenance and integrity of the company website. Legislation in the

United Kingdom governing the preparation and dissemination of financial statements may differ from legislation
in other jurisdictions.
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PHOTON KINETICS LIMITED

INDEPENDENT AUDITOR'S REPORT
TO THE MEMBER OF PHOTON KINETICS LIMITED

Opinion

We have audited the financial statements of Photon Kinetics Limited (the ‘company') for the year ended 31
December 2020 which comprise the profit and loss account, the balance sheet and notes to the financial
statements, including significant accounting policies. The financial reporting framework that has been applied in
their preparation is applicable law and United Kingdom Accounting Standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice).

In our opinion the financial statements:
« give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its loss for the
year then ended; .
* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;

and
* have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. 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
In auditing the financial statements, we have concluded that the directors' use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company's ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Other information

The other information comprises the information included in the annual report other than the financial statements
and our auditor's report thereon. The directors are responsible for the other information contained within the
annual report. 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. 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 course of 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 this gives rise to a material misstatement in the financial
statements themselves. 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 our audit:
« the information given in the directors’ report for the financial year for which the financial statements are
prepared is consistent with the financial statements; and
- the directors’ report has been prepared in accordance with applicable legal requirements.




PHOTON KINETICS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF PHOTON KINETICS LIMITED

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the directors' report.

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

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

« the financial statements are not in agreement with the accounting records and returns; or

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

< we have not received all the information and explanations we require for our audit; or

« the directors were not entitled to prepare the financial statements in accordance with the small companies
regime and take advantage of the small companies' exemption in preparing the directors’ report and take
advantage of the small companies exemption from the requirement to prepare a strategic report.

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 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 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 1SAs (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.

frregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud, is
detailed below.

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

Explanation as to what extent the audit was considered capable of detecting irregularities, inlcuding
fraud

The objectives of our audit in respect of fraud, are; to identify and assess the risks of material misstatement of
the financial statements due to fraud; to obtain sufficient appropriate audit evidence regarding the assessed risks
of material misstatement due to fraud, through designing and implementing appropriate responses to those
assessed risks; and to respond appropriately to instances of fraud or suspected fraud identified during the audit.
However, the primary responsibility for the prevention and detection of fraud rests with both management and
those charged with governance of the company.




PHOTON KINETICS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF PHOTON KINETICS LIMITED

Our approach was as follows:

The engagement partner selected a team for the audit, led by persons who had prior knowledge of the
company and who had the required competence and skills to be able to identify or recognlse non-
compliance with laws and regulations

We assessed the risk of irregularities as part of our audit planning, and ongoing review, including due to
fraud, management override was identified as a significant fraud risk from our assessment.

Revenue recognition was identified as a significant risk. Commission is earned on a mark up of cost of
sales from the parent company. Due to the nature of the transactions being with a related party there is a
risk of the validity of the revenue earned.

We obtained an understanding of the legal and regulatory requirements applicable to the company. We
considered the most significant are the Companies Act 2006, UK financial reporting standards as issued

. by the Financial Reporting Councit and UK taxation legislation.

We enquired of management and those charged with responsibility for ensuring compliance is adhered
to, along with reviewing comrespondence with regulators to identify any known instances of non-
compliance or suspected non-compliance with laws and regulations.

We assessed the risk of material misstatement in the financial statements, including the risk of material
misstatement due to fraud and how it might occur, by holding discussions with management and those
charged with responsibility for ensuring legal and regulatory compliance is adhered to and considering
the internal controls in place to mitigate the identified risks.

We assessed the control environment, documenting the systems, controls and processes adopted. The
audit approach incorporated a combination of controls testing, where appropriate, analytical review and
substantive procedures.

We obtained an understanding and assessed the impact of COVID-19 on the operations of the company
and adapted our audit approach accordingly. We enquired and obtained evidence to support the going
concern assumption.

To address the risk of fraud through management override we:

performed analytical procedures to identify any unusual or unexpected relationships;

tested journal entries to identify any unusual transactions;

assessed whether judgements and assumptions made in determining the accounting estimates were
indicative of potential bias;

reviewed transactions with related parties, in particular the management charge and transactions with
directors and;

reviewed the disclosures within the financial statements to ensure they meet the requirements of the
financial reporting standards and relevant legislation.

In response to the risk of irregularities with regards to completeness of commission income we:

completed analytical work, to include monthly comparison with prior years and budgets;

recalculated the mark up percentage on cost of sales to ensure in line with agreement with parent
company;

reviewed the appropriateness of the mark up on cost of sales and;

tested a sample of cost of sale invoices, on which income generation is based, to ensure they are wholly
business expenses, in the appropriate accounting period and were agreed to the job log provided by the
parent company.




PHOTON KINETICS LIMITED

INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBER OF PHOTON KINETICS LIMITED

There are inherent limitations in our audit procedures described above. The more removed that laws and
regulations are from financial transactions, the less likely it is that we would become aware of non-compliance.
Auditing standards also limit the audit procedures required to identify non-compliance with laws and regulations
to enquiry of the directors and other management and the inspection of regulatory and legal correspondence, if

any.

Material misstatements that arise due to fraud can be harder to detect than those that arise from error as they
may involve deliberate concealment or collusion.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we

identify during our audit.

Use of our report
This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the

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

Robert MacDonald (Senior Statutory Auditor)
For and on behalf of Moore (South) LLP 14 June 2021
Chartered Accountants

Statutory Auditor 33 The Clarendon Centre

Salisbury Business Park
Dairy Meadow Lane
Salisbury

Wiltshire

SP12TJ




PHOTON KINETICS LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2020

2020 2019

£ } £

Turnover 156,129 243,054
Cost of sales (141,936) (222,021)
Gross profit 14,193 21,033
Administrative expenses (20,469) (20,480)
{Loss)/profit before taxation (6,276) 553
Tax on (loss)/profit 1,192 261
(Loss)/profit for the financial year (5,084) , 814




PHOTON KINETICS LIMITED

BALANCE SHEET
AS AT 31 DECEMBER 2020

Notes
Current assets
Debtors 3
Cash at bank and in hand
Creditors: amounts falling due within
one year 4

Net current assets

Capital and reserves
Called up share capital
Profit and loss reserves

Total equity

2020

119,613
14,788

134,301

(21,717)

112,584

10
112,574

112,584

2019

77,972
56,043

134,015

(16,347)

117,668

10
117,658

117,668

These financial statements have been prepared in accordance with the provisions applicable to companies

subject to the small companies regime.

and are signed on its behalf by:

Mr D Blaskowsk
Director

Company Registration No. 04486025




PHOTON KINETICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2020

1.1

1.2

Accounting policies

Company information
Photon Kinetics Limited is a private company limited by shares incorporated in England and Wales. The
registered office is One Fleet Place, London, EC4M 7WS.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of lreland” ("FRS 102") and the requirements of the
Companies Act 2006 as applicable to companies subject to the small companies regime. The disclosure
requirements of section 1A of FRS 102 have been applied other than where additional disclosure is
required to show a true and fair view.

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

The financial statements have been prepared under the historical cost convention. The principal accounting
policies adopted are set out below.

This company is a qualifying entity for the purposes of FRS 102, being a member of a group where the
parent of that group prepares consolidated financial statements, including this company, which are
intended to give a true and fair view of the assets, liabilities, financial position and profit or loss of the
group. The company has therefore taken advantage of exemptions from the following disclosure
requirements:

¢ Section 4 'Statement of Financial Position’ — Reconciliation of the opening and closing number of
shares;

« Section 7 ‘Statement of Cash Flows’ — Presentation of a statement of cash flow and related notes
and disclosures;

» Section 11 ‘Basic Financial Instruments’ and Section 12 ‘Other Financial Instrument Issues' —
Carrying amounts, interest income/expense and net gains/losses for each category of financial
instrument; basis of determining fair values; details of collateral, loan defaults or breaches, details
of hedges, hedging fair value changes recognised in profit or loss and in other comprehensive
income;

= Section 26 ‘Share based Payment’ — Share-based payment expense charged to profit or loss,
reconciliation of opening and closing number and weighted average exercise price of share
options, how the fair value of options granted was measured, measurement and carrying amount
of liabilities for cash-settled share-based payments, explanation of modifications to arrangements;

» Section 33 ‘Related Party Disclosures’ — Compensation for key management personnel.

The financial statements of the company are consolidated in the financial statements of Photon Kinetics
Inc.

Going concern

The financial statements have been prepared on a going concern basis. The company is dependent on the
financial support of its holding company. The Board of Directors of Photon Kinetics Inc has agreed that it is
the policy of Photon Kinetics Inc, and its present intention, to provide financial support to the company to
enable it to continue to trade for the foreseeable future and at least 12 months from the date of the audit

report.




PHOTON KINETICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

1.3

1.4

1.5

Accounting policies (Continued)

Turnover

Turnover is recognised at the fair value of the consideration received or receivable for goods and services
provided in the normal course of business, and is shown net of VAT and other sales related taxes. The fair
value of consideration takes into account trade discounts, settlement discounts and volume rebates.

Revenue is recognised when expenses have been incurred and claimed.

Cash and cash equivalents
Cash and cash equivalents are basic financial assets and include cash in hand, deposits held at call with
banks, other short-term liquid investments with original maturities of three months or less, and bank

overdrafts.

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

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

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

Basic financial assets

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

Classification of financial liabilities

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

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and preference
shares that are classified as debt, are initially recognised at transaction price unless the arrangement
constitutes a financing transaction, where the debt instrument is measured at the present value of the
future payments discounted at a market rate of interest. Financial liabilities classified as payable within one

year are not amortised.

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

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

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recognised
in profit or loss immediately, together with any changes in the fair value of the hedged asset or liability that

are attributable to the hedged risk.

.10 -



PHOTON KINETICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

1

1.6

17

1.8

Accounting policies ’ (Continued)

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

Current tax .

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

Employee benefits }
The costs of short-term employee benefits are recognised as a liability and an expense.

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

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

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

-11 -



PHOTON KINETICS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2020

2 Employees

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

was:
2020 2019
Number Number
Service 2 2
3 Debtors

2020 2019
Amounts falling due within one year: £ £
Corporation tax recoverable ) 1,192 : -
Amounts owed by group undertakings 107,246 67,849
Other debtors 73 281
Prepayments and accrued income 11,002 9,842
119,513 77,972

4 Creditors: amounts falling due within one year
2020 2019
£ £
Trade creditors 9,794 575
Corporation tax - 105
Other taxation and social security 3,086 3,920
Accruals and deferred income 8,837 11,747
21,717 16,347

5 Related party transactions

The company has taken advantage of the exemption available in FRS 102 "Related party
disclosure" (paragraph 33.1A) whereby it has not disclosed transactions with the ultimate parent company
or any wholly owned subsidiary undertaking of the group.

6 Parent company

The company’s ultimate parent undertaking is Photon Kinetics-Inc, a company incorporated in the United
States of America.

The only group in which the results of the company are consolidated is that headed by Photon Kinetics Inc.

-12-



