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DataWind UK Plc

Reports and Financial Statements
Year ended 31 December 2011

Business Development in 2011

The Directors recognise that the results for 2011 are disappointing compared to 2010 By mud-year 2011 we
completed development of aur first tablet devices Tablets represant a high growth segment of the computing
industry, and also allow us to offer products at costs even lower than our current UbiSurfer netbooks However
due fo 1ssues outlined below we were unable to ship any significant volume

In 2011, we won a contract to supply 100,000 tablets to an Indian government uriversity as part of 2 government
drive to reduce literacy and eliminate the digial dvide During 2011, we geared up production to supply these
units and by the end of 2011, the tendenng authonty IIT Rajasthan tried to impose military specification testing
cntena The government has now removed IIT — Rajasthan from the next tender but the management of the PR
relating to this 1ssue has taken up significant management tme  In addition, the company has had difficulty in
getting manufacturers to purchase inventory against the |IT-Bombay letter of credt However, the company I1s
tendenng for the next 1 milion unit order

The board has decided not to recogrise any revenue from sales to {IT Rajasthan until the 1ssues referred to
above have been resolved Had T accepted the product as specified and production was allowed to continue to
ramp up, some $5 milion of revenus would have been recorded from that contract alone, but there would also
have been much more progress with commerciat and retall customers, The results also reflect the importance and
resources the company put into fimishing the development of the 7° Tablet GPRS-enabled device for both India
and other markets as outlined above which should lead to significant sales this year and particularly in 2013

Although the Indian government order has not resulted in any immediate revenue, it has created massive
consumer interest and demand which has proved difficult to fufil Small volumes are now shipping and it 1s
planned to ship substantial volumes in 2013

In 2011, the Company completed a wide ranging agreement with Vodafone for wholesale access fo its data
network globally. This agreement will allow the company to offer its free mobile intemet proposition across 17 new
countnes In early 2011, we also finalized a distribution agreement for the US, which opens up a market for the
company's products significantly larger than the UK

Developing countries are starting to realize the potential  In Thatand ‘The Puea Party promised free tablet PCs
for a¥l students - and in Turkey, the company 15 bidding for FATIH project for 15 million units In Sy Lanka, Suneet
Tuli (CEQ of Datawind) had a meeting with the President and his son and interviewed local manufacturers
Governments in Bolivia, Honduras, Nicaragua, Brazil, Panama and Angola are also keen to talk to the company

The Company is pleased to announce that at the Mobile World Congress show in Barcelona on February 29", the
Company Won First Prize as the UK's most innovative mobile Company based on the impact of its technology
globally We are delighted that this supports the company’s strategy going forward

The lack of shipments has of course impacted cash flow, and we are very grateful for the support shareholders
gave us throughout the year and in to 2012 In particular, we would like to thank Nash Fitzwilhiams who filled 1n at

the last moment when the original funding source withdrew at the last minute  Funding conttnues to be trght until
the new designs ship in volume although smali quantities have begun to be avadable

Yours faithfully,

\

Viscount Bearsted Co-Chairman




DataWind UK Plc

Report of the directors
for the year ended 31 December 2011

The directors present their report and the audited financial statements of the company for the year ended 31
December 2011

Principal activities, and review of business and future developments
The company’s principal activity 1s that of a holding company

Datawind UK Plc (the group) has created an Infernet Delivery Platform that achieves a reduction in bandwidth
(load) usage and client device costs while maintaining a famihar user expenience Based on a patent portfolio of
17 US patents granted, DataWind's technology accelerates the delivery of web-content across wireless networks,
and reduces data consumption

The complexity of the web continues to multiply, requinng significant processing power and memory to render
and manipulate the average web page Such processing power is difficult to harness in a battery-powered
handheld environment DataWind's technology helps overcome such lhmitations, and remotely debvers the
processing power commonly available in high-end graphics servers

DataWind’s acceleration and data-reduction 1s accomplished through the use of proprietary algornthms resident
on DataWind's application servers that operate as a gateway between the primary (internet based) content server
selected by the user and the end user

DataWind’s architecture creates a live parallel-processing environment, wherein both the client device and a
high-end server process web pages in parallel to enhance the user experience on the client handheld device
Connected to the internet backbone with significantly greater bandwidth and processing power than I1s possible
with a cellular handheld device, the DataWind servers remotely deliver the power of such servers to the client
device

The group markets and distnbutes the Ubisurfer 9" and Tablet 7" internet device which utiises DataWind's
technology described above in the United Kingdom, India through its wholly owned subsidiary DataWind Limited
registered 1n England and Wales, in North Amenca through DataWind Net Access Corporation, a Canadian
resident company registered in the United States of Amenca and its 99 84% owned subsidary Datawind
Innovations Pvt Ltd registered in India In 2012 the group plans to expand its operations into India

The principal risks and uncertainties that face the company include*
Limited Operating History

Datawind must, among other things, successfully implement its sales and marketing strategy, respond to
competitive developments, attract, retain and motivate qualified personnel and commercialise its products in a
highly competitive environment DataWind 1s a relatively new business and there 1s no guarantee that it will be
successfut on the scale necessary to make DataWind a commercially viable business

No Guarantee of Product Development

The wireless data communications industry 1s an emerging industry that 1s charactenised by rapid technological
change, evolving industry standards and frequent new product introductions Accordingly, DataWind's future
success depends upon its ability to enhance its current products and develop and introduce new products which
offer enhanced performance and functionalty at competitive prices




DataWind UK Pic

Report of the directors
for the year ended 31 December 2011 (continued)

Reliance on Manufacturers

DataWind's manufacturing activity depends on obtaining adequate supplies of functional components, such as
displays, semi-conductors, batteries, printed circuit boards and flash memaory, on a timely basis DataWind
purchases several key components and licenses certain software used in the manufacture and operation of its
products from a variety of sources Moreover, DataWind depends on, but has limited control over, the quality and
relability of the products suppled to it If DataWind cannot supply products due to a lack of compeonents, or Is
unable to redesign products with other components in a timely manner, its business will be significantly harmed
A suppher could discontinue or restrict supplying components or licensing software to DataWind with or without
penalty If a supplier discontinues or restricts supplying a component or hicensing software, DataWind's business
could be harmed by the resulting product manufacturing and delivery delays In addition, if a component supplier
fails to meet DataWind's suppler requirements, such as product quality standards, and as a conseguence some
of DataWind's products are unacceptable, DataWind’s sales and operating results could be adversely affected A
suppher could also file for bankruptcy, which would have an adverse financial impact on DataWind.

Competitive Industry

DataWind 1s engaged in an industry that 1s highly competitive and rapidly evolving No technology has been
exclusively or commercially adopted as the industry standard for wireless data communication Accordingly, both
the nature of the competition and the scope of the business opportunities afforded by the market in which
DataWind competes 1s currently uncertain DataWind’'s competitors, including many new market entrants, may
implement new technologies before DataWind does In addition, DataWind's compettors may deliver new
products and solutions earlier, or provide more attractively prniced, enhanced or better qualty products and
solutions than DataWind does

Working Capital

DataWwind will require additional sources of capital over the next few years No assurances can be given that
DataWind will be successful in obtaining the working capital that it requires to continue 1ts business operations

Dilution

Future 1ssues of DataWind's shares could lower the price per DataWind share and dilute investors’ voting power
and relative holdings DataWind may 1ssue further shares in subsequent offerings or may i1ssue further shares to
finance future acquisitions DataWind cannot predict the size of future issues of its shares or the effect, Iif any,
that future 1ssues of its shares will have on their vatue

Fluctuations in Foreign Currencies

DataWind 15 exposed to foreign exchange nsk as a result of transactions in currencies other than DatawWind’s
functional currency of the British pound A substantial majority of DataWind's purchases of manufactured units
are denominated in US dollars and Indian Rupees A portion of revenue and capital expenditures will be incurred
in other currencies, pnmarnly US dollars and Indian Rupees possibly Euros If the British pound depreciates
relative to the US dollar, DataWind's costs will increase As a result, exchange rate fluctuations may materally
affect DataWind's operating results in future periods

Financial instruments

On 8" November 2010 the group recerved a £2,000,000 loan supEorted by a debenture loan secured on bock
debts and stock The loan was repaid on 29" July 2011 On 24" Apnl 2012, the group receved a £200,000
unsecured loan repayable on 30" September 2012 £50,000 was repaid on and £150,000 was converted to
shares on 30™ September 2012 On 15" June 2012, the group received a £20,000 unsecured loan repayable on
30" September 2012 This was converted to shares on 30" September 2012 On 29" July 2012 the group
received a £250,000 unsecured loan repayable on 31% December 2012 This was all repaid on 19" August
2012 The group had no other financial instruments




DataWind UK Plc

Report of the directors
for the year ended 31 December 2011 {continued)

Key performance indicators

The directors consider the following to be key performance indicators by which progress in the development of
the business may be assessed

s The level of current and future sales to our distributors by unit and £ value
s Future expansion into new markets
s Improvements to the manufacturing process to reduce unit cost of manufacturer

Result and dividends

Turnover was £0 8m for the perniod

The consolidated profit and loss account 1s set out on page 9 and shows the loss for the period

The directors do not recommend the payment of a dividend for the period ended 31" December 2011
Research and development

The group's capitalised development costs relate to the technology allowing data compresston and significant
data transmission speeds for mobile internet devices

The group acquired capitalised development costs of approximately £2 Om with the acquisition of DatawWind Net
Access Corporation The group continued to capitalise research and development up to September 2007 when
the PocketSurfer2 was released and where the initial technology was developed and in use The capitalised
development costs are subsequently being amortised over 5 years

The group additionally expenses development costs related to software upgrades and general improvements to
the PocketSurfer unit and development of Ubisurfer unit

Policy and practice on payment of creditors

The group does not have a specific policy an creditors but provides payment to suppliers on agreed terms on a
supplier by supplier basis Trade creditor days were 72 days in 2011 (2010 82 days)

Post Balance Sheet Events

On 29" February 2012, Datawind UK Plc completed the purchase of Datawind Innovations Private Limited, a
company registered in India The purchase consideration was £2,000

Directors
The directors who held office durning the year are given below

Andrew Beeson
Raja Singh Tuh
Suneet Singh Tub
Lakhbir Singh Tuli
Viscount Bearsted

Jon Brockhouse (appointed 17 August 2012)




DataWind UK Plc

Report of the directors
for the year ended 31 December 2011 (continued)

Statement of directors’ responsibilities

The directors are respansible for prepanng 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 group and company financial statements in accerdance with International
Fmancial Reporting Standards {IFRSs) as adopted by the European Union Under company law the directors
must not approve the financial statements unless they are satisfled that they give a true and far view of the state
of affairs of the group and company 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 palicies and then apply them consistently,
e  make judgements and accounting estimates that are reascnable and prudent,

s state whether they have been prepared in accordance with IFRSs as adopted by the European Union,
subject to any matenal departures disclosed and explained in the financial statements,

« prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that the
company will continue in business

Tha directors are responsible for keeping adequate accounting records that are sufficlent to show and explain the
company's fransactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financral 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 rrregulanties

Statement as to disclosure of information to auditers
All of the current directors have taken all the steps that they ought to have taken to make themselves aware of
any information needed by the company's auditors for the purposes of ther audit and to establish that the

auditors are aware of that information  The directors are not aware of any relevant audit information of which the
auditors are unaware

Auditors

BDO LLP have expressed therr willingness to continue in office and a resolution o re-appoint them will be
proposed at the annual general meeting

By order of the Board

Viscount Bearsted
Director




DataWind UK Plc

Independent auditor’'s report

To the Members of DataWind UK Plc

We have audited the financial statements of Datawind UK Pic for the year ended 31 December 2011 which
comprise the consclidated of comprehensive thcome, the consolidated and company statements of changes in
equity, the consolidated and company statements of financial position, the consolidated and company cash flow
statements and the related notes The financial reporting framework that has been applied in their preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s 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 right 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 responsibihity 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

Respective responsibilities of directors and auditors

As explained more fully 1n the statement of directors’ responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and far view Our
responsibility 1s to audit the financial statements in accordance with applicahle law and International Standards on
Auditing (UK and lreland) Those standards require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audt of financial statements 15 provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In our opinion the financial statements

+ give a true and farr view of the state of the group’s and the parent company's affars as at 31 December 2011
and of the group’s loss for the year then ended,

» have been properly prepared in accordance with International Financial Reporting Standards {IFRSs) as
adopted by the European Union , and

* have been prepared in accordance with the requirements of the Companies Act 2006
Emphasis of matter — going concern

In forming our opinion on the financial statements, which 1s not modified, we have considered the adequacy of the
disclosures made In note 1 to the financial statements concerning the company’s ability to continue as a going
concern The company Is reliant upon the completion of secunng funds, by way of letter of credit secured against
advanced order payments, to commence production and fulfil customer orders In addition to this funding, the
directors may need to raise additional funding from shareholders to cover administrative expense and the
payment of short term liabilities before production commences The directors are confident that they will secure
the funding to commence production and if necessary raise further funds from the shareholders based on therr
previous support

These conditions, disclosed 1n note 1 to the financial statements, indicate the existence of matenal uncertainties
which may cast significant doubt about the company’s ability to contnue as a going concern The financial
statements do not include the adjustments that would result If the company was unable to continue as a going
concem




DataWind UK Plc

Independent auditor’s report (continued)

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the infoermation given in the directors' report for the financial year for which the financial statements
are prepared I1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requies us to
report to you If, in our opthion

+ adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been recewved 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

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

David Eagle (senior statutory auditor)
For and on behalf of BDO LLP, statutory auditor

Gatwick
United Kingdom

Date" C( kb\f &3@\.

BDO LLP s a imited hability partnership registered in Engiand and Wales (with registered number OC305127)




DataWind UK Plc

Consolidated statement of comprehensive income

for the year ended 31 December 2011

Revenue
Cost of Sales

Gross Profit
Research and development
Administration Cost

Loss from operations

Finance expense

Loss before tax
Tax expense
Loss from continuing operations
Other comprehensive loss
Exchange gain ansing on translation of foreign operations
Total comprehensive Loss
Profit/Loss for the year attributable to
Owners of the parent
Non-controlling interest
Total comprehensive loss attributable to

Owners of the parent
Non-centrolling interest

Note

The notes on pages 15 to 42 form part of these financial statements

2011 2010
£'000 £'000
872 2,255
(665) (1,876)
207 379
(573) (527)
(3,430) (2,432)
(3,796) (2,580)
(193) (119)
(3,989) (2,699)
(3,989) (2,699)
18 73
(3,971) (2,626)
(3,989) (2,699)

(3,971)

(2,628)




pez'L

{686°c)
]
6EC'Y
098

ge8

(669'2)
€L
85
Zor'e
LEO'L

LEQ'L
(621'2)
{(692)

Gl

oo

8r6'T

000.3

Ainb3z ejol

(gvzzy)

(686'c)
(262'8)

(252'8)
(869°2)

(665'S)

(6s5's)
{(621'2)
{oev'e)
000.3

sBuiuieg

pauie}ay

(oL

8t

(961)

(961)

£l

(692)
(692)

(692)

000.3
aAIasay

abueyoxg
ubiaioy

¥OoL'L
000.3

saalasay
1aBiayy

£ -
£l -

£ -

85 -

Gl -

Gl -

Gl -

- (5v6)

- o6
000.3 000.3
oA1888Y AAIDSIY
SJUBLIEM

aleys lenden

1]

uonngLIuon

SjUSLR)E)S |BlouUBUl asay) jo Hed wuoy Zi 0} 6| safied uo sajou ay)

8se'zl
91E'Y
Zr0'e
44K

68E'C
€59'G
£59'G

vOv'L
6¥Z'v

000.3

wniweaid

aJeys

1243

€e
001

00l

£l
i8

i8

000.3

lexde aseys

LLOZ J2qasaq |L§ e adueleg

Jeak au} 10) 807

alooU! aAISURYaIdWIoD JBLNO
panss| saieys Aunbg

L10Z Aenuer | Je asuejeg

0L0Z 19GqWasaQ LE I8 aduejeg

Jeah ay) oy ssO

awooul aaIsuayaudwod JSYI0
SUEO| Ul PAPR|oUL SJUBLIEM 1O 3N[EA
panss| saleys Aunb3

0102 Aenuer | 1e aauejeqg

6002 19Quiadaq | ¢ e aduejeg

1234 ay) 10} $507

awWo2Ul AISUaYa1dwWo JaUYI0
SUEO| Ul PAPN[OUI SJUBLIEM JO BNJEA
panss| saJeys

600z Aenuer | je ssuejeqy

110Z 19qwadaq L papua Jeak ay) Joj

Ainba u1 sabuey? jo juowa)jels pajepijosuos)

3d MN PUlMEEq




roz'ey

(661}
6EC'
190'6

190'6
(961)
8s
0¥
16L'9
161'9
{9g)
Gl
9%
Zse'9

000.3

Aunb3 |ejol

(2sv)
(661)
{(852)

(852)
{961)

(29)
)
{9g)
(92)

000.3

sBujweg
pauie)ay

voL‘L

vOoL'L

voL'L

voL'L

vOL'L

pOL'L
000.3

aAI0S0Y
FELTLTT]

£l

€L

€L

86
Sl

Sl

Sl

000.3

aA1959Y
sjueLIEAA
aleys

(5¥6)
SP6

000.3
anIasSOY

uonNQIIIUOY

lende)

33

yov'|
A

000.3

wniwald

aieys

104

1564
00l

00!

el
18

L8

000.3

|endes ajeys

sjuswWwale)s |evueyy asay) jo Hed wioy zi ) | sabed uo sajou sy

L1L0Z Joqwa2a(] L€ Je aouejeqg

Jeak ay} Joj $807
panss| saieys Aunb3g
LL0Z Aenuer | Je asuejeg

0102 Jaqwasag L¢ je asuejeg

Jeak ay) Joj sSO7

SUBQO| Ul PSPN|oUI SJUBLIEM JO BNIBA
panss| sajeyg Aunb3

010z Aenuep | Je asuejeq

600Z Joquiadaq L¢ e adueleq

Jeak sy} 10 §SO7

SUED| Ul papniaul SJUBLIEM JO aNjeA
panss| saJeys

600z Aenuer | je asuejeg

LLOZ i8quadaq LE papua Jedh ay) 10}
Aunba ui sabueys Jo Juswaje}s Aueduwion

dld ¥N PUimeeq




DataWind UK Pl¢

Consolidated statement of financlal position
at 31 December 2011

Notes 2011 2010 01 Jan 2010
£'000 £'000 £'000
Restated
Assets
Non-current assets
Property, plant and equipment 10 2 5 4
Intangible assets 11 415 948 1,419
447 953 1,423
Current assets
inventories 13 306 721 162
Trade and other recevables 14 463 1,180 1,528
Cash and cash equivalents 3 1,283 1,516 281
Total Current Assets 2,052 3417 1,971
Total assets 2,469 4,370 3,384
Liabilities
Current liabilities
Trade and other payables 15 {(1,235) {1,547) (1,778)
Loans and borrowings 16 - {1,957) (585)
Total liabilities (1,235) (3,504) {2,363)
NET ASSETS 1,234 866 1,031
Issued capital and reserves attributable
to owners of the parent
Share capital 18 123 100 87
Share premium reserve 19 12,358 8,042 5,653
Warranis reserve 20 73 73 15
Merger Reserve 21 1,104 1,104 1,104
Foreign Exchange Reserves 22 (178) (198) (269)
Retained earnings {12,246) (8,257) {5,559)
TOTAL EQUITY 1,234 866 1,031

12l statements were approved by the board of directors and authonsed for 1ssue on

Company Registration No 06195124

The notes on pages 15 to 42 form part of these financial statements
12




DataWind UK Plc

Company statement of financial position

at 31 December 2011

Note
Assets
Non-Current Assets

Investments in subsidiaries 12

Current assets
Trade and other recevables 14
Cash and cash equivalents

Total Current Assets
Total Assets

Liabilities

Current lLiabilities

Trade and Other Payables 15
Loans and Borrowings

Total Liabilities

NET ASSETS
Issued capital and reserves

Called up share capital 18
Share Premium account 19
Merger reserve 21
Warrants reserve 20
Profit and loss account

TOTAL EQUITY

r

%ﬂ/wwv/

Company Registration No 0619512

Director

The notes on pages 15 to 42 form part of these financial statements
13

2011 2010
£000’s £000's
1,154 1,154
1,154 1,154
11,126 8,751
1,134 1,359
12,257 10,110
13,411 11,064
(210) (245)
- (1,957)
(210) (2,202)
13,201 9,062
123 100
12,358 8,042
1,104 1,104
73 73
(457) (258)
13,201 9,062

al statements were approved by the board of directors and autherised for 1ssue on

01-Jan-2010
£000's
Restated

1,154

1,154

6,152
126
6,278

7432

(50)
(585)

(635)

6,797

a7
5,653
1,104

(62)

6,797




DataWind UK Plc

Consolidated statement of cash flows
for the year ended 31 December 2011

Group
Note 2011 2010

£°000 £'000
Cash flows from operating activities
Loss after tax {3,989) (2,699)
Finance expense 8 193 119
Loss from operations for the year {3,796) (2,580)
Adjustments for
Depreciation of property, plant
and equipment 10 3 3
Amoertisation of intangible fixed
assets 11 524 542
Finance expense 8 {145) (110)

(3,414) (2,145)
Inc/(Dec) in trade and other
recevables 717 363
Inc/{Dec) in inventories 415 {562)
Inc/{Dec) in trade and other
payables (290) (231)
Foreign Exchange gains/Losses
of operations - 6
Net cash flows from operating
activities brought forward (2,572) (2,569)
Investing activities
Purchases of property, plant and
equipment - (4)
Cash used in Investing
activities - (4)
Financing activities
Issue of ordinary shares, net of 4,339 2,402
Issue costs
Proceeds from Borrowings 16 - 2,000
Repayment of Borrowings (2,000) (600}
Net cash {used in)/from
financing activities 2,339 3,802
Net increase/(decrease) in cash
and cash equivalents {233) 1,229
Cash and cash equivalents at
beginning of year 1,616 281
Exchange gains on cash and
cash equivalents - 6
Cash and cash equivalents at
end of year 3 1,283 1,516

The notes on pages 15 to 42 form part of these financial statements

14

Company

2011
£000

(199)
193

(6)

(145:)
(151)

{2,575)

165

{2,561)

4,339

(2,006)

2,339

(228)
1,359

1,131

2010
£'000

(196)
119
(77)

(110)
(187)

(2,599)

195

(2,591)

2,402

2,000
(600)

3,802

1233

126

1,359



DataWind UK Plc

Notes forming part of the financial statements
for the year ended 31 December 2011

Accounting policies
Basis of preparation

The principal accounting policies adopted in the preparation of the financial statements are set out betow
These are the first financial statements for the Group and the Company prepared in accordance with IFRS

In ine with the transitional provisions set out In IFRS1, the directors have reviewed the Balance Sheets,
Income Statements and Cashflow Statements for the comparative periods set out in the financial statements
to consider whether any adjustments are required in order to align the numbers previously reported under
UK GAAP with IFRS In the opinion of the directors, there were no areas giving nse to matenal
measurement differences to previously reported net assets or profit before tax Accordingly, the only
adjustments affecting the Balance Sheets, Income Statements and Cashflow Statements were
presentational in nature

These financial statements have been prepared in accordance with International Financial Reporting
Standards, International Accounting Standards and Interpretations (collectvely IFRSs) 1ssued by the
International Accounting Standards Board {IASB) as adopted by the European Union ("adopted IFRSs")

The preparation of financial statements in compliance with adopted IFRSs requires the use of certain critical
accounting estimates It also requires Group management to exercise judgment in applying the Group's
accounting policies The areas where significant judgments and estimates have been made 1n preparing the
financial statements and therr effect are disclosed in note 2

Going Concern
The financial statements have been prepared on a going concern basis

The group made a loss for the year ended 31 December 2011 of £3,989,000 and had net assets of
£1,234,000 at that date

The group’s ability to continue as a going concern s reliant upon the successful trading of its subsidiary
undertaking's Datawind Limited, Datawind Net Access Corporation and Datawind Innovations Private
Limited 1n order to generate positive cash flow in order to meet liabiliies as they fall due

The group I1s currently In negotiations with new suppliers relating to production of the 7" Tablet, which will
allow them to fulfil contractual obligations Advanced payments have been received for a number of these
contractual obligations The directors are investigating secuning letters of credit to provide to suppliers,
based on the advanced payments that have been received

The cash flow forecast indicates that production will take a number of months to satisfy the outstanding
orders and therefore additional funding may be required to cover administrative expenses and the payment
of short term liabilities when they fall due

Whilst the directors are confident that they will be able to secure letters of credit against the advanced
payments and therefore commence production, and f necessary secure additional funding from
shareholders, based on past support provided, untl such time as 1t 1s completed, there remains matenal
uncertainties that may cast doubt on the company's ability to continue as a going concern and therefore, 1t
may be unable to realise its assets and discharge its liabilities in the normal course of business

No adjustments have been made to the carrying value of assets or liabilities to reflect this uncertainty
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Notes forming part of the financial statements
for the year ended 31 December 2011

Accounting policies (continued)

Changes 1n accounting policies

a)

New standards, interpretations and amendments effective from 1 January 2011

The following new standards, interpretations and amendments, applied for the first time from {1 January
2011, have had an effect on the financial statements

International Financial Reporting Standards

IFRB 2010/08 First Time Adopters

The company has taken advantage of IFRB 2010/08 which allows first ime adaptors not to have to
present comparative information for the disclosure required by the Amendment to IFRS 7 for

Any annual and intenim penod, including any statement of financial pesition, presented within an annual
comparatwve period ending before 31 Dec 2009, or

Any statement of financial posttion as at the beginning of the earliest comparative penod as at a date
before 31 December 2009

Revised IAS 24 Revised definition of a related party

The revision {0 IAS 24 1s 1n response to concerns that the previous disclosure requirements and the
defintion of a related party were too complex and difficult to apply in practice, especially in
environments where government contro! 1s pervasive

Providing a partial exemplion for government-related entiies — Until now, If a government controlled, or
significantly influenced, an entity, the entity was required to disclose infermation about all transactions
with other entities controlled, or significantly influenced by the same government The revised Standard
requires such entities to disclose information about iIndividually and collectively sigrificant related party
transactions only

Providing a revised definition of a related party The structure of definition of a related party has been
simplfied and inconsistencies eliminated Examples have also been added The revised definition wili
mean that some entities will have more related parties for

which disclosures will be required The entities that are most hkely to be affected are those that are part
of a group that includes both subsidiaries and associates, and entities with shareholders that are
involved with other entities

Revised standard IFRS 3 ‘Business Combination’
Including

{1} Clanfication that the treatment of contingent consideration ansing in business combinations
occurring before the effective date of IFRS 3(R) continues to be treated under the old requirements

(n} Limiteng the choice to measure non-controlling interests at a proportionate share in recognised
amounts of the acquiree’s dentified net assets to present ownership interests with other
components of the non-controlling interest being measured at fair value

(m)The inclusion or otherwise in the cost of iInvestment of replacement share-based payment awards
provided to employees of the acquiree
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Accounting policies (continued)
Forthcoming standards, that can matenally affect financial statements presentations
» |AS1 clarifying comprehensive income

This Amendment requires companies to group together items within Other Comprehensive Income {OCI)
that may be reclassified to the profit or loss section of the income statement The Amendment also seeks to
reaffirm existing requirements that items in profit or loss and OCI should be presented as either a single
statement or two consecutive pnmary statements

b) The following new standards, interpretations and amendments, are alse effective for the first tme n
these financial statements but none have a matenal effect on the group so have not been listed ,

« |IFRS 10 Consclidated Financial Statements

« |FRIC 19 Extingutshing Financial Liabilities with Equity Instruments

« Amendmentto IFRIC 14 1AS 19 Limit on a defined benefit asset, minumn funding requirement and
their interaction

Improvements to IFRS(2010)

Disclosures-transfers of financial assets (amendments to IFRS 7)

Sever Hyperinflations and removal of fixed dates for first tme adopters (Amendments to IFRS 1)
Deferred tax recovery of underlying assets (Amendments to IAS 12)

IDRF Jomnt arrangements

IFRS Disclosure of Interest In other entities

IFRS farr value Measurement

IAS Separate financial statements

IAS28 Investments in Associates and Joint Ventures

IAS 19 Employee benefits

IFIC 20 stripping cost in the praduction phase of the surface mine

Disclosure offsetting financial assets and financial habilites (Amendments to IFRS 7)
Government loans (Amendments to IFRS 1)

Offsetting financial assets and financial abilities (Amendments to IAS 32)

IFRS 9 Financial Instruments

The following principal accounting policies have been applied
Basis of consolidation

Where the company has the power, either directly or indirectly, to govern the financial and operating policies
of another entity or business so as to obtain benefits from its activities, It 1s classified as a subsidiary The
consoldated financial statements present the results of the company and its subsidiarnes ("the Group") as f
they formed a single enhity 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 {n the statement of financial position, the acquiree's identifiable assets, hiabilities and contingent
iabilities are inthally recognised at therr far values at the acquisition date The resuilts of acquired
operations are included in the consolidated statement of comprehensive income from the date on which
control 1s obtained They are deconsolidated from the date control ceases

Property, plant and equipment

ltems of property, plant and equipment are initizlly recognised at cost Depreciation 1s provided on all other
items of office and computer equipment so as to write off their carrying value over their expected useful
economic ives It 1s provided at the following rates

Office and Computer equipment - 33% per annum straight ine
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Notes forming part of the financial statements
for the year ended 31 December 2011

Accounting policies (continued)
Financial Assets and Financial Liabilities
Financial Assets

The Group classifies its financial assets into one category only discussed below, depending on the purpose
for which the asset was acquired The Group has not classified any of its financial assets held to matunty
and Fair value through profit and loss

Other than financial assets in a qualifying hedging relationship, the Group accounting policy for categery 1s
used I1s as follows,

Loans and Receivables

These assets are non-denvative financial assets with fixed or determinable payments that are not quoted in
an active market They arise principally through the provision of goods and services to customers {e g trade
receivables), but also incorporate other types of contractual monetary asset They are imtially recognised at
fair value plus transaction costs that are directly attributable to their acquisition or 1ssue, and are
subsequently carned at amortised cost using the effective interest rate method, less provision for
Impairment

Impairment provisions are recognised when there 1s objective evidence (such as significant financial
difficulties on the part of the counterparty or default or significant delay in payment) that the Group will be
unable to collect all of the amounts due under the terms receivable, The amount of such a provision being
the difference between the net carrying amount and the present value of the future expected cash flows
assocliated with the impaired recervable For trade receivables, which are reported net, such provisions are
recorded In a separate allowance account with the loss being recognised within administrative expenses in
the consolidated statement of comprehensive income On confirmation that the trade receivable will not be
collectable, the gross carrying value of the asset 1s written off against the associated provision

The Group's loans and recervables compnse trade and other recevables and cash and cash equivalents in
the consolidated statement of financial position

Cash and cash equivalents includes cash in hand, deposits held at call with banks, ather short term highly
liquid investments with onginal matunties of three months or less,

Financial Liabilities

The Group classifies its financial habilities into one of two categories, depending on the purpose for which
the habhility was acquired

Other financial habilittes include the following items

. Bank borrowings and the Group's perpetual preference shares are inibally recognised at fair value
net of any transaction costs directly attnbutable to the 1ssue of the instrument Such interest bearning
habilities are subsequently measured at amortised cost using the effective interest rate method,
which ensures that any interest expense over the pertod to repayment 1s at a constant rate on the
balance of the hability carried in the consolidated statement of financial position

. Liability component of convertible loan notes are measured as described in separate note provided
below
. Trade payables and other short-term monetary liabilities, which are inibally recognised at far value

and subsequently carned at amortised cost using the effective interest method
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Notes forming part of the financial statements
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Accounting policies {continued)
Revenue

Revenue from the sales of goods 1s recognised when the Group has transferred the sigruficant nsks and
rewards of ownership to the buyer and it 1s probable that the Group will receive the previously agreed upon
payment These cnteria are considered to be met when the goods are delivered to the buyer

Where a buyer has a night of return, the company replaces the unit or gives a credit to the customer when it
I received Any faulty units are returned to the manufacturer for credit against the cost of new production
Where there are known returns after the year end, a provision for the lost revenue is allowed in the current
year Any credits from the manufacturer are recogrised on the date credits are receved

Revenue received In respect of the connection and data fees are deferred and recogrised over the initial
subscripton penod

Provided the amount of revenue can be measured reliably and it 1s probable that the Group wilt receive any
consideration, revenue for services Is recognised in the penod in which they are rendered

Share-based payments

Where equity settled share options are awarded to employees, the fair value of the options at the date of
grant 1s charged to the consolidated statement of comprehensive income over the vesting period Non-
market vesting conditions are taken into account by adjusting the number of equity nstruments expected to
vest at each reporting date so that, ultimately, the cumulative amount recognised over the vesting period I1s
based on the number of options that eventually vest

Inventories

Inventories are inihially recognised at cost, and subsequently at the lower of cost and net realisable value
Cost compnses all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to ther present location and condition

Convertible debt

The proceeds received on issue of the Group's convertible debt are allocated into their liabihty and equity
components The amount initially attributed to the debt component equals the discounted cash flows using a
market rate of interest that would be payable on a stmilar debt instrument that does not include an option to
convert Subsequently, the debt component Is accounted for as a financial labiity measured at amortised
cost untl extinguished on conversion or matunty of the bond

Externally acquired intangible assets

Externally acquired intangible assets are inihially recognised at cost and subsequently amortised on a
straight-line basis over their useful economic lives

Intangible assets are recognised on business combinations If they are separable from the acquired entity or
give nse to other contractual/legal nghts The amounts ascribed to such intangibles are arrived at by using
appropriate valuation techniques (see section related to critical estimates and judgements below)

In-process research and development programmes acquired in such combinations are recognised as an
asset even if subsequent expenditure 1s wntten off because the critena specified in the policy for
development costs below are not met

Research and development asset has finite useful life of 5 years starting from 2007, which 1s expected to be
zero at the end of 2012

Amortisation of the asset 1s included with the administration expenses In the consolidated statement of
comprehensive income
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Accounting policies (continued)
Internally generated intangibie assets (development costs)
Expenditure on internally developed products 1s capitahsed if it can be demonstrated that

it 15 technically feasible to develop the product for it to be sold,
adequate resources are available to complete the development,
there 1s an intention to complete and sell the product,

the Group i1s able to sell the product,

sale of the product will generate future economic benefits, and
Expenditure on the project can be measured reliably

. o % 5 5 0

Capitalised development costs are amortised over the perods the Group expects to benefit from selling the
products developed The amortisation expense 1s shown within administration cost in the consolidated
statement of comprehensive income

Development expenditure not satisfying the above criteria and expenditure on the research phase of internal
projects are recognised in the consolidated statement of comprehensive income as incurred

Foreign currency

Transactions entered into by Group entities in a currency other than the currency of the primary economic
environment in which they operate (their "functional currency”) are recorded at the rates ruling when the
transactions occur  Foreign currency monetary assets and labilities are translated at the rates ruling at the
reporting date Exchange differences ansing on the retranslation of unsettled monetary assets and habilittes
are recognised immediately in profit or loss

On consalidation, the results of averseas operations are translated into sterling at rates approximating to
those ruling when the transactions took place All assets and liabilities of overseas operations, including
goodwill ansing on the acquisition of those 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 and accumulated in the
foreign exchange reserve

Dividends

Dividends are recognised when they become legally payable In the case of interim dividends to equity
shareholders, this 1s when declared by the directors [n the case of final dividends, this 1s when approved by
the shareholders at the AGM

Share capital

Financial instruments 1ssued by the Group are classified as equity only to the extent that they do not meet
the defimition of a financial liability or financial asset

The Group’s ordinary shares are classified as equity instruments

Leased assets

Where substantially all of the nisks and rewards incidental to ownership are not transferred to the Group (an
"operating lease"), the total rentals payable under the lease are charged to the consolidated statement of

comprehensive income on a straight-line basis over the lease term The aggregate benefit of lease
Incentives 1s recognised as a reduction of the rental expense over the lease term on a straight-line basis
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Accounting policies (continued)
Deferred taxation

Deferred tax assets and habilities are recognised where the carrying amount of an asset or hability in the
consolidated statement of financial position differs from its tax base, except for differences arnsing on

+ the tnitial recognition of goodwill,
the initial recognition of an asset or liability in a transaction which 1s not a business combination and at
the time of the transaction affects neither accounting or taxable profit, and

+ Investments in subsidianes and jointly controlled entiies where the Group is able to control the timing
of the reversal of the difference and it 1s probable that the difference will not reverse in the foreseeable
future

Recognition of deferred tax assets i1s restricted to those instances where 1t 1s probable that taxable profit wili
be avallable against which the difference can be utiised

The amount of the asset or liability 1s determined using tax rates that have been enacted or substantively
enacted by the reporting date and are expected to apply when the deferred tax liabilities/(assets) are
settled/{recovered)

Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset current
tax assets and labilities and the deferred tax assets and habilities relate to taxes levied by the same tax
authority on either

the same taxable group company, or

Different group entities which intend either to settle current tax assets and habilities on a net basis, or
to realise the assets and settle the habilities simultaneously, in each future penod in which significant
amounts of deferred tax assets or liabllities are expected to be settled or recovered

Non-recogmition of deferred tax assets

A deferred tax asset 1s recognised for the carry forward of unused tax losses and unused tax credits to the
extent that it 1s probable that future taxable profits wiil be avallable against which the unused tax losses can
be utiised

In assessing the probabilty that taxable profits will be available, the following are considered

. Whether the Group has sufficient taxable temporary differences relating to the same taxation authonty
and the same taxable entity, which will result in taxable amounts against which the unused tax losses
can be utihsed before they expire,

Whether it 1s probable that the Group will have taxable profits before the unused tax losses expire,
Whether the unused tax losses result from dentifiable causes which are unlikely to recur, and

. Whether tax planning opportunities are available to the Group that will create taxable profit in the

penod in which the unused tax losses or unused tax credits can be utilised

Cntical accounting estimates and judgements

The Group makes certain estimates and assumptions regarding the future Estimates and judgements are
continually evaluated based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances In the future, actual experience may
differ from these estimates and assumptions The estimates and assumptions that have a significant nisk of
causing a matenal adjustment to the carrying amounts of assets and liabilities within the next financial year
are discussed below
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Critical accounting estimates and judgements (Continued)
Revenue recognition

The Group has recognised revenue amounting to £872,000 for sales of goods to different customers within
and outside UK during 2091 In 2011, the Group won a contract to supply the IIT Rajastan with 100,000
tablet devices The contract 1s currently in dispute and therefore the Group has not included any sales
revenue on the Contract untl the dispute 15 resolved

Warranty claims

The Group generally offers one-year and three year warranties on most of its products The Group has not
provided any future warranty claims as any claims will be reverted back to the manufacturer or replaced

inventory

Inventories are initally recognised at cost, and subsequently at the lower of cost and net realisable value
The Group has provided against all old stock of devices and components which do not relate to the new
Tablet devices The total provision amounts to £648,000 in the year

Determination of fair values of intangible assets acquired in business combinations

The farr values of patents and trademarks acquired tn a bustness combination are based on the discounted
estimated royalty payments that would have been avoided as a result of the trademark or a patent being
owned The fair value of other intangible assets 1s based on the discounted cash flows expected to be
derived from the use and eventual sale of the asset Based on the discounted cash flow, there 1s no
requirement to provide for an impairment in vaiue

Non-recognition of deferred tax asset

Deferred tax on carry forward losses can only be recognised where 1t I1s probable that taxable profits will be
available n future to utifise these losses From histoncal data and future UK sales forecasting it is not
probable that future profits will be available within the UK to utihse these losses 1n the foreseeable future

Financial instruments - Risk Management
General objectives, policies and processes

The Board has overall responsibility for the determination of the Group's nsk management objectives and
policies and, whilst retaining ultimate responsibility for them, it has delegated the authonty for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Group's
finance function The Board receives monthly reports from the Chief Finance Officer through which it
reviews the effectiveness of the processes put in place and the appropriateness of the objectives and
policies it sets

The Group is exposed through its operations to the following financial risks,
. Credit risk

Credit nisk 1s the nisk of financial loss to the Group if a customer or counterparty to a financial instrument fails
to meet its contractual ocbhigations The Group 1s mainly exposed to credit risk from credit sales It1s Group
policy, implemented locally, to assess the credit nsk of new customers before entering contracts Such
credit ratings are taken into account by local business practices

Credit nsk also arnises from cash and cash equivalents and deposits with banks and financial institutions For
banks and financial inshtutions, only independently rated parties with reasonable rating are accepted
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3  Financial instruments - Risk Management (Continued)

Quantitative disclosures of the credit nsk exposure In relation te financial assets are set out below.

Financial Assets

2041 2010 01 Jan 10
Carrying Maximum  Carrying Maximum  Carrying  Maximum
value exposure value exposure value exposure
£'000 £'000 £'000 £000 £'000 £'000
Cash and Cash equivalents 1,283 1,283 1,516 1,516 281 281
Trade and other receivables 463 463 1,180 1,180 1,628 1,528
Total Financial Assets 1,746 1,746 2,696 2,696 1,809 1,809

. Cash in Bank
All the cash 1s held in high rated banks -Barclays Bank plc and Bank of Montreal
. Foreign exchange risk

Foreign exchange nisk anses when individual Group entities enter into transactions denominated in a
currency other than their functional currency The Group's policy 1S, where possible, to allow group entities
to settle habilites denominated in their functional currency with the cash generated from their own operations
in that currency Where group entities have liabilihes denominated in a currency other than therr functional
currency (and have insufficient reserves of that currency to settle them), cash already denominated in that
currency will, where possible, be transferred from elsewhere within the Group

In order to monitor the continuing effectiveness of this policy, the Board receives a monthly forecast,

analysed by the major currencies held by the Group, of labilities due for settlement and expected cash
reserves

Net foreign currency financial assets/{liabilities)

Sterling US Dollar Total
2011 2010 01 Jan 10 2011 2000 01Jan10 2011 2010 01Jan 10
£'000 £'000 £000 £'000 £000 £'000 £'000 £'000 £'000
US Dollar 4 7 28 39 240 126 43 247 154
Steriing's 1,240 1,269 127 1,240 1,269 127
Total net
exposure 1,244 1,276 155 39 240 126 1,283 1,516 281
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Financial instruments - Risk Management (Continued)

. Liquidity nisk

Liqudity nsk anses from the Group's management of working capital and the finance charges and principal
repayments on its debt instruments It 1s the nsk that the Group will encounter difficulty in meeting its
financial obligations as they fall due

The Group's policy 1s to ensure that it will always have sufficient cash to allow it to meet s labilities when
they become due To achieve this aim, it seeks to maintain cash balances to meet expected requirements
for a penod of at least 45 days The Group also seeks to reduce iquidity risk by fixing interest rates (and
hence cash flows) on a portion of its cash balances

The Board receives rolling 12-month cash flow projections on a monthly basis

The following table sets out the contractual matunties of financial labihities

At 31 December 2011 Upto3 3Jand 6 6 and 12
months months months

£'000 £'000 £'000

Trade and other payables 198 247 790
Loans and borrowings - - -
Total 198 247 790
At 31 December 2010 Upto3 3and 6 6 and 12
months months months

£'000 £'000 £'000

Trade and other payables 283 309 975
Loans and borrowings - - 1,957
Total 263 309 2,932
At 1 January 2010 Upto3 Jand 6 6 and 12
months months months

£'000 £'000 £000

Trade and other payables 303 356 1,119
Loans and borrowings - - 585
Total 303 356 1,704
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3 Financial instruments - Risk Management (Continued)
Capital

The Group considers its capital to compnse its Ordinary share capital, share premium and accumulated
retained earnings Changes to equity during the year are detailed in the Group Statement of Changes in
Equity on page 10

The Group’s objective when managing capital 1s to ensure that funds are raised in an approprate, cost-
effective manner The Group's pnmary concern Is to maintain its ability to continue as a going concern in
order to provide returns for shareholders and stakehcelders in the Company

Financial Assets Loans and borrowings
2011 2010 01 Jan 10
Restated
£'000 £000 £000
Cash and cash equivalents 1,283 1.516 281
Trade and other receivables 463 1,180 1,528
Total financial assets 1,746 2,696 1,809
Financial Liabilities Financial habilities at amortized cost
2011 2010 01 Jan 10
Restated
£'000 £'000 £000
Trade and other payables 1,235 1,547 1,778
Loans and borrowing - 1,957 585
Total financial habihties 1,235 3,504 2,363
. Financial Instrument Risks

In common with all other businesses, the Group 1s exposed to nisks that anse from its use of financial
instruments This note descrbes the Group's objectives, policies and processes for managing those nsks
and the methods used to measure them Further quantitative information in respect of these nsks I1s
presented throughout these financial statements

The Groups exposure to financial risks was reduced on 29 July 2011, when the Group repaid a £2,000,000
loan Except for this repayment, there have been no substantive changes in the Group's exposure to
financial instrument risks, its objectives, pelicies and processes for managing those risks or the methods
used to measure them from previous penods unless otherwise stated in this note

25




DataWind UK Plc

Notes formung part of the financial statements

for the year ended 31 December 2011

Financial instruments - Risk Management (Continued)

The principal financial instruments used by the Group, from which financial instrument risk arnses, are as

follows

) Trade receivables

. Cash and cash equivalents
. Trade and other payables

A summary of the financial instruments held by category 1s provided below

Revenue

Sales of goods

Expenses by nature

Depreciation of property, plant and equipment
Research and development costs (Current year
expenditures)

Research and development cost (Amortization of
capitalized asset)

Foreign exchange (gains)/losses

Operating lease expense Property

Staff cost (see note 6)

Auditors Remuneration (Consolidated Audit)
Auditors Remuneration (Subsidiary Co Audit)
Auditors Remuneration (Taxation Services)
Change n inventories of finished goods and work in
progress

Write down of inventories to net realizable value

26

2011
£'000

872

872

2011
£'000

573
524
58

757
15

(370)
648

2010
£000

2,255

2,255

2010
£'000

527

542

01 Jan 10
£'000

2,139

2,139

01 Jan 10
£'000

2
405

591
(12)

630
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for the year ended 31 December 2011

6 Staff costs

Staff costs (including directors) comprise:

Wages and Salaries
Share based payment expenses (see note 25)
Social Secunty contribution and similar taxes

2011
£'000

687
45
25

757

2010
£'000

603

22

628

The average number of employees (including directors) during the year was 22 (2010 22)

Key Management personnel compensation

01 Jan 10
£'000

Key management personnel compensation are those persons having authonty and responsibibty for planning,
direction and controling the activities of the Group, including the directors of the company.

Salary
Share based payment expense

7  Segment Information

In 2011, Group has no other divisions, sales to all other countries operate from one location only

UK
Other

8 Finance iIncome and Expense

Interest recewved in Bank Deposits
Interest expense on financial habilittes measured at
amortised cost

Net finance expense
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343

343

2011
£'000

673
199

872

2011
£'000

193

193

146

146

2010
£'000

1,501
754

2,255

2010
£'000

119

119

143

143

01Jan 10
£'000

1,564
575

2,139

01 Jan 10
£000

(3)
15

12
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10

Taxation

2011
Group £'000
Current tax charge -
Deferred tax charge -
Total tax charge for the year -
Loss on ordinary activities before taxation 3,989
Loss on ordinary activities multiplied by the standard
rate of tax in the UK of 26% (2010 28%) {1,037)
Unutihsed tax losses carmed forward 1,037

Property Plant and Equipment

Balance at 1 January 2009
Additions

Balance at 31 December 2009

Balance at 1 January 2010
Additions

Balance at 31 December 2010 and 31 December 2011

Accumulated Depreciation

Balance at 1 January 2009
Depreciation charge for the year

Balance at 31 December 2009

Balance at 1 January 2010
Depreciation charge for the year

Balance at 31 December 2010

Balance at 1 January 2011
Depreciation charge for the year

Balance at 31 December 2011
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2010
£'000
2,477

(694)

694

01 Jan 10
£'000

Computer
Equipment
£'000

4

3

Computer
Equipment
£'000

1
2




Notes forming part of the financial statements
for the year ended 31 December 2011

DataWind UK Plc

10 Property Plan and Equipment {continued)

1

Net Book Value

At 1 January 2010
At 31 December 2010
At 31 December 2011

Intangible Assets

Balance at 1 January 2009
Foreign exchange rate movements

Balance at 31 December 2009

Balance at 1 January 2010
Foreign exchange rate movements

Balance at 31 December 2010

Balance at 1 January 2011
Foreign exchange rate movements

Balance at 31 December 2011

Accumulated Amortisation

Balance at 1 January 2009
Amortisation charge for the year
Foreign exchange rate movements

Balance at 31 December 2009
Balance at 1 January 2010
Amortisation charge for the year
Foreign exchange rate movements
Balance at 31 December 2010
Balance at 1 January 2011
Amortisation charge for the year

Foreign exchange rate movements

Balance at 31 December 2011

29

N A

Development
cost
£'000

2,752
(301)

2,451

2,451
251

2,702

2,702
21

2,723

Development
cost
£000

575
516
(59)

1,032

1,032
542
180

1,754

1,754
524
30

2,308
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11

12

Intangible Assets (continued)
Accumulated Amortisation (continued)
Net Book Value

At 1 January 2010

At 31 December 2010
At 31 December 2011

Subsidiaries

Cost or valuation
At 31 December 2011, 31 December 2010 and 1 January 2010

1,419
948
415

Company
Group

Undertakings
£'000

1,154

The principal subsidianies of Datawind UK Plc, all of which have been included in these consolidated financial
statements, are as follows

13

Name Country of

incorporation  Proportion of ownership interest at 31 December

2011
Datawind Limited United
Kingdom 100%
Datawind Net Access Corporation Canada 100%
Inventories
2011
£'000
Finished Goods 306
Work in progress -
306

30

2010

100%

100%

2010
£'000

524
200

724

01 Jan 10

100%

100%

01 Jan 10
£000

162

162
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Notes forming part of the financial statements

DataWind UK Plc

for the year ended 31 December 2011

15

Trade and other Payables (continued)

Matunity analysis of the financial habilities, excluding loans and borrowing, ¢lassified as financial labilities
measured at amortized cost, is as follows {the amounts shown are undiscounted and represent the

contractual cash-flows)

Up to 3 months
3 to 6 months
6 to 12 months

33

2011
£000

198
247
790

1,235

2010
£'000

263
2,266
975

3,504

01 Jan 10
£'000

303
941
1,119

2,363
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DataWind UK Pilc

Notes forming part of the financial statements

for the year ended 31 December 2011

16

17

Loans and borrowings (continued)

Principle terms and debt repayment schedule of the Group's loans and borrowings are as follows as at 31

Dec 2010

Secured Convertible Debt

Currency

Sterling

Nominal rate %

The currency profile of the Group's loan and borrowings 1s as follows

Secured Convertible Debt

Sterling

Deferred tax

201
£'000

12%

2010
£'000

1,957

1,957

Year of matunty

2011

01Jan 10
£900

585

585

Deferred tax i1s calculated in full on temporary differences under the liability method using a tax rate of 25%
(2010 28%) The reduction in the main rate of corporation tax to 25% was substantively enacted on 5 July

2011
Company does not have any deferred tax assets

There are no unremitted foreign earnings, as none of the forergn subsidiary has made any profits

35
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DataWind UK Plc

Notes forming part of the financial statements
for the year ended 31 December 2011

20 Warrant reserve 2011 2010 01 Jan 10
£'000 £000 £'000
Restated
At 1 Janvary 2011 73 15 -
Value of warrants included in loans - 58 -
At 31 December 2011 73 73 -
21 Merger reserve

Group Company
2011 2010
£'000 £'000

50,314,980 shares 1ssued In a share for share exchange to acquire
DataWind Net Access Corporation 1,104 1,104
At 31 December 2011 and 2010 1,104 1,104

In preparing the financial statements for the year ended 31 December 2011 and 2010, the company has
utiised the merger relief provisions avallable under the Companies Act 2006 In respect of the shares

1ssued to acquire Datawind Net Access Corporation

38




DataWind UK Plc

Notes forming part of the financial statements
for the year ended 31 December 2011

22 Foreign Exchange Reserve £'000
Balance at 31 Jan 2009 Nil
Loss on foreign exchange translations during the year (269)
Balance at 31 December 2009 (269)
Balance at 1 January 2010 (269)
Profit on foreign exchange translations during the year 73
Balance at 31 December 2010 (196)
Profit on foreign exchange translations during the year 18
Balance at 31 December 2011 (178)
Reserves
Reserve Description and purpose
Share premium Amount subscribed for share capital in excess of nominal
value

Convertible debt option reserve Amount of proceeds on 1ssue of convertible debf relating to the
equity component {I e option to convert the debt into share
capital)

Merger Reserve Shares have been issued at a premium to theirr nominal value

on acquisition of ancther company

Foreign exchange reserve Gains/losses ansing on retranslating the net assets of
overseas operations into sterling

Retained earnings All other net gains and losses and transactions with owners
(e g dividends) not recognised elsewhere
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DataWind UK Pic

Notes forming part of the financial statements
for the year ended 31 December 2011

23 Related Party - Datawind Research and Development Ltd

24

01-Jan-10

2010

2011

Details of Directors Remunerations’ are given in note 7

Share based payments

Sale of
Goods

£,000

Purchase Amounts

ofRED  °JCCY
Services

party

£’000 £'000

405 -

527 -

573 300

Amount
owed to
related
party
£'000

The company's share optien scheme (the “scheme”) was approved on 14 July 2008 and all options were
granted as of this date Under the scheme the remuneration committee recommend the granting of options
over shares in the company to employees of the group subject to achieving various performance targets to
the board of directors Options are granted with a fixed exercise price and have a contractual life of 10
years Options were valued using the Black-Scholes option pricing model No performance conditions were
included in the fair value calculations The fair value per option granted and the assumptions used in the

calculation are as follows

A reconcihation of option movements over the year to 31 December 2011 15 shown below

Outstanding at 31 December 2010
Options not 1ssued from 2010
Granted 2011

Outstanding at 31 December 2011

Exercisable at 31 December 2011

Date of grant

Share price at grant date
Exercise price

Shares under option
Vesting period (years)
Expected volatility 44%
Risk free rate 1 38%
Fair value per option

40

Number
{thousands)

Weighted
average

exercise price

18,938,855
(2,132,787)

220,000
17,026,068

17,026,068

£016
£0 33
£020
£0.14

£0 14

29.07.2011

£020
£0 20
220,000
5
2568%
138%
£009




DataWind UK Plc

Notes forming part of the financial statements
for the year ended 31 December 2011

24

25

26

Share based payments (continued)

The expected volatiity 1s based upon the historical volatility of the CBOE NASDAQ-100 Volatility Index"
The expected life 1s the average expected penod to exercise The nisk free rate of return is the yield on 5%
treasury government bonds of a term consistent with the option ife A reconciliation of option movements
over the year to 31 December 2011 i1s shown below

The total charge for the year relating to employee share based payment plans was £45,000 (2010 £3,000)
all of which related to equity settled share-based payment transaction

No share options have expired during the penod

Events after the reporting date

Datawind UK Plc has acquired 99 94% holding in Datawind Innovation Private Limited (formerly Unique
Mobinet Surfers Private Limited) on 29" February 2012, a company whose principal activity 1s providing call
centre support for customers The principal reason for this acquisition was to build on relationships
established by Datawind Innovation Private Limited with key Indian customers

On 20 November 2011 the company signed a formal agreement to allow Uniqgue Mobinet Surfers Private
Limited to use its name, Datawind, for selling its products in Indian markets

Fair value of consideration paid £'000
Cash 2
Total Consideration Pard 2

Recognised amounts of identifiable assets acquired and habiliies assumed

Cash and Cash Equivalents 474
Property, plant and equipment 9
Inventories 53
Trade and other receivables 16
Trade and other payables {24)
Customer deposits (4086)
Borrowings (138)
Total identifiable net habihties (16)
Parents proportionate of total net habiities 99 94% of

£16,000 (16)
Non-controlling interest 0 06% of

£16,000 ()
Goodwill 18

Losses of the holding company
Of the losses In the year, a loss of £199,000 (2010 £75,000) 1s dealt with in the accounts of DataWind UK

Pic The directors have taken advantage of the exemption available under secton 408 of the Companies Act
2006 and not presented a profit and loss account for the company alone
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DataWind UK Pic

Notes forming part of the financial statements
for the year ended 31 December 2011

27 Operating lease commitments

28

29

30

At 31 December 2011 the group had lease agreements i respect of properties for which the payments
extend over a number of years (company - £nil)

Total payment to end of lease under non-cancellable operating leases

expirng

No Later than one year

Later than one year and not later than 5 years

Ultimate controlling party

As at 31 December 2011, there 1s not deemed to be a single controlling party

Notes supporting statement of cash flows

Cash available on demands

Significant non-cash transactions are as follows

Debt converted into equity

Five year record

Revenue

Loss from operations
Loss before tax

Loss after tax

Basic earnings per share in pence

2011

IFRSs
£'000

872
(3,796)
(3,989)
(3,989)

42

2010

IFRSs
£000

2,255
(2,580)
(2,699)
(2,699)

2011 2010
£000 £000
25 18
16 40
2011 2010
£000 £000
1,283 1,516
1,283 1,518
2011 2010
£000 £000
2009 2008 2007
Other
GAAP (UK) GAAP (UK) GAAP (UK)
£000 £'000 £'000
2,139 3,385 1,034
(2,453) (3,035) {1,363)
(2,168) (2,557) {1,338)
(2,168) (2,557) {1,338)




