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Strategic report

Principal activities and review of the business

The Company is involved in the development, sale, installation and support of wireless networking systems for
the management of public lighting to enable our customers easy access to other smart city applications.

The Company’s strategic objective is to further reinforce our position as the global leader in smart
lighting. Capitalising on the growing adoption of LED streetlights across the world, the Company has continued
to invest in its international commercial organisation, to accelerate sales in new geographic markets. During the
year the Company has expanded its deployed base of connected devices with sales to multiple geographies
including the UK, US, Poland, Australia and Canada.

The Company continued development in its smart city applications platform with an ongoing high profile pilot
system at Suffolk County Council in the UK.

Key Financial Performance Indicators
. The Company’s key financial performance indicators during the year were as follows:

Year ended Year ended

31 March 31 March
2021 2020 Change
£ £ %
Revenue 10,583,715 13,786,571 (23%)
Operating profit/{loss} (4,212,921) (4,167,967) (1%)
Profit/(loss) for the year attributable to equity shareholders {4,941,448) (4,177,972) (18%)
Gross Profit % 57% 57% 0%
Average monthly number of employees 59 88 (33%)

Revenue from the sale of product and supply of services decreased during the year, primarily due to delays in
customer projects caused by COVID-19. Whilst this has had an impact on revenue we have maintained our market
share and so as the market recovers, we expect to see a rebound in sales. In addition to COVID-19, we have seen
slower than expected general market growth in the US due to projects being delayed possibly due to political or
organisational factors. In March 2021 we also started to see the impact of component shortages that have
affected the wider electronics industry.

As reported in the previous year, the Company instigated cost cutting measures including a head count reduction
and limits on discretionary spending. Restructuring of debt repayments was also agreed which significantly
reduced interest payments. In addition, the Company put in place a salary sacrifice scheme in mid 2020 to offset
an expected drop in revenue due to COVID-19. All these measures contributed to an operating profit for the year.
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Principal risks and uncertainties
Telensa Holdings Limited is the parent Company of the Telensa Group, of which Telensa Limited is a significant
subsidiary. The directors of Telensa Holdings Limited and its subsidiaries (the “Group”) manage the risks at a
group level, rather than at an individual Company level.

The principal risks and uncertainties of the Group, which include those of the Company, are:

e Achange in the industry business dynamic may lead to loss of market share

e Advances in technology and introduction of new competitive products may lead to loss of market share

e Changes in the competitive landscape and new entrants into the market place may lead to loss of market
share.

The Company has a robust risk management and internal control process in place to identify key risks and to
assign ownership of each risk at a senior management level to identify both existing and planned management
activities to mitigate each risk and to assess the residual likelihood and impact of each risk and ensure ongoing
monitoring and reporting of each key risk.

Financial risk management objectives and policies
The Board has overall responsibility for risk management and internal controls. This includes management of
market risk, credit risk, liquidity risk and review and assessment of the internal control environment.

Credit risk is the risk that the counterparty will fail to discharge its obligation. The Company’s principal financial
assets are bank balances, trade and other receivables, which represent the Company’s maximum exposure to
credit risk in relation to financial assets. The Company’s credit risk is primarily attributable to its trade receivables.
The amounts presented in the statement of financial position are net of allowances for expected credit losses,
estimated by the Company’s management based on prior experience and its assessment of the current economic
environment. The Company has a concentration of credit risk, with exposure spread over a small number of
counterparties and customers. New customers are subject to an initial credit assessment and credit limits are
reviewed on an on-going basis and subject to senior management oversight. The payment position of past due
trade receivables is monitored daily and actively managed.

The standard credit terms for sales are thirty (30) days net.

The Company'’s success continues to depend on its ability to sustain its market position. During the year, it has
maintained its position as a market leader in the UK and has begun expansion into new overseas markets.

Future developments

Unlike many applications in the smart cities domain, connected street lighting has a solid business case proven
over many years. Development in other smart cities applications have in most cases not managed to demonstrate
the clear return on investment for customers. As a result, the Company has re-oriented its smart city activities
away from generic sensing applications and more towards features that will directly benefit our street lighting
customers.

The Company has initiated the development of a cellular control node product that complements our market
leading Ultra Narrow Band (UNB) controls solution. This development will enable us to deliver a hybrid
cellular/UNB solution which will bring significant cost savings for customers with wide sparse developments of
lights making us much more competitive in these opportunities. In addition, the cellular node will provide local
area connectivity for sensors close to street light poles.

Going concern
As set out in Note 18 to the financial statements, the Company had £2.5 million in cash and cash equivalents as
at 31 March 2021.

Whilst COVID-19 had a negative impact on our revenue for the year it was not as severe as expected. In particular,
the UK market has rebounded strongly, and a number of large tenders are coming close to completion in the US.
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The Company has closed its first major deal in Brazil and we expect more wins there as the success of the first
system acts as a positive reference for other customers.

We are starting to see several of our early customers return to the Company to replace their first- generation
controls with our newer products. We expect this to represent an increasing portion of our revenue.

Ongoing cash controls and strong weekly forecasting enabled us to maintain a comfortable cash position
throughout the year. The Company instigated a salary sacrifice scheme amongst employees and was able to
return to normal salary payments after only 3 months.

Whilst still a risk factor, COVID-19 does not represent an ongoing major concern to the business. As economies
emerge from the pandemic, we expect a flurry of infra-structure and “green recovery” spending to accelerate
sales. We are not experiencing any supply outages due to COVID-19 lockdowns at our manufacturing partners.

However, a secondary effect of COVID-19 has been the global electronics component shortage situation. The
Company is experiencing difficulty in the supply of some key components, and we expect this situation to continue
for the next 6 months. We have put in place several mitigations including reworking old stock, redesigning
products to use more readily available components and to pre-purchase larger volumes of key components than
we would normally do.

As our customers generally have flexible access to finance, we expect to be able to defer deliveries of products if
absolutely necessary although we will do all we can to avoid this. We believe that all of our competitors are in a
similar position so rather than losing revenue we expect any financial impact to be limited to revenue delay rather
than revenue loss.

The Company was acquired by Signify Holdings B.V. in July 2021 as a key part of their strategy in public lighting
and as such will benefit from the strengths of being part of a larger group.

After reviewing the Company’s forecasts and projections, the directors have a reasonable expectation that the
Company has adequate resources to continue in operational existence for the foreseeable future and as such a
letter of support has been provided by Signify Holding B.V. The Company therefore continues to adopt the going
concern basis in preparing its financial statements

On behalf of the Board

ﬂw}q Gowon

A Gowen
Director
21st December 2021
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Directors’ Report
The directors present their report and financial statements for the year ended 31 March 2021.

Results and dividends
The loss for the year after taxation amounted to £4,941,448 (2020 - £ 4,177,972). The directors do not
recommend a final dividend.

Board of directors : _
The Company is controlled through the Board of Directors, which comprises three executive directors who bring
a wide range of skills and experience to the Board. It is responsible for overall Company strategy, acquisition and
divestment policy, approval of major capital expenditure projects and consideration of significant financing
matters. It reviews the strategic direction of the Company and conducts formal strategy reviews together with
other senior executives within the Company at least once a year.

Financial control

The Company’s strategic direction is reviewed regularly by the Board and plans, budgets and performance targets.
are reviewed and approved at least annually. Directors receive monthly summaries of financial results which
compare actual performance with targets, together with detailed management reports that identify the reasons
for variances and the progress achieved. Business planning documents are revised on a regular basis in line with
actual and expected performance. i

Directors
The directors who served throughout the year, and to the date of approval of this report were those listed below:

B Hudson resigned 10 September 2021

C Potgieter resigned 3 October 2021

A Gowen appointed 1 July 2021

B Lumsden appointed 10 September 2021
E Wilhelmson 10 September 2021

Financial risk management and policies
The Company’s financial risk management and policies is as specified in the strategic report.

Insurance
The Company continues to maintain directors’ and officers’ insurance.

Auditor
Grant Thornton UK LLP have expressed their willingness to continue in office as auditor and a resolution to
reappoint them as auditor will be proposed at the forthcoming Annual General Meeting.

On behalf of the Board

Andy Cowun
A Gowen
Director
21st December 2021
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Directors’ responsibilities statement

The directors are responsible for preparing the Strategic Report and Directors’ 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 international accounting standards
in conformity with the requirements of the Companies Act 2006. 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
and profit or loss of the Company for that period. In preparing these financial statements, the directors are
required to:

e select suitable accounting policies and then apply them consistently;

¢ make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable international accounting standards in conformity with the requirements of the
Companies Act 2006 have been followed, subject to any material departures disclosed and explained in the
financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

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

The directors confirm that: o

e so far as each director is aware, there is no relevant audit information of which the Company’s auditor is
unaware; and,

¢ the directors have taken all steps that they ought to have taken as directors in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditor is aware of that
information.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company’s 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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Independent Auditor’s report
to the members of Telensa Ltd

Opinion
We have audited the financial statements of Telensa Limited (the ‘company’) for the year ended 31 March 2021,
which comprise the statement of comprehensive income, the statement of financial position, the statement of
changes in equity, the statement of cash flows and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and international accounting standards in conformity with the requirements of the Companies Act
2006.
In our opinion, the financial statements:
e give a true and fair view of the state of the company’s affairs as at 31 March 2021 and of its loss for the
year then ended;
e have been properly prepared in accordance with international accounting standards in conformity with
the requirements of the Companies Act 2006; and
e have been prepared in accordance with the requirements of the Companies Act 2006

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the ‘Auditor’s responsibilities for the
audit of the financial statements’ section of our report. We are independent of the company in accordance with
the ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We are responsible for concluding on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify the auditor’s opinion.
Our conclusions are based on the audit evidence obtained up to the date of our report. However, future events
or conditions may cause the company to cease to continue as a going concern.

In our evaluation of the directors’ conclusions, we considered the inherent risks associated with the company’s
business model including effects arising from macro-economic uncertainties such as Brexit and Covid-19, we
assessed and challenged the reasonableness of estimates made by the directors and the related disclosures and
analysed how those risks might affect the company’s financial resources or ability to continue operations over
the going concern period.

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.

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.

The responsibilities of the directors with respect to going concern are described in the ‘Responsibilities of
directors for the financial statements’ section-of this report.
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Other information
The directors are responsible for the other information. The other information comprises the information
included in the Report and Financial Statements, other than the financial statements and our auditor’s report
thereon. Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements or a material misstatement of the other information. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

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

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

Matter on which we are required to report under the Companies Act 2006
in the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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

o the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

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

Responsibilities of directors for the financial statements

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.
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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 ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

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

Explanation as to what extent the audit was considered capable of detecting

irregularities, including fraud

Irregularities, 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. Owing to the inherent limitations of an audit, there is an unavoidable risk that material
misstatements in the financial statements may not be detected, even though the audit is properly planned and
performed in accordance with the ISAs (UK).

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

* We obtained an understanding of the legal and regulatory frameworks applicable to the company and
industry in which it operates. We determined that the following laws and regulations were most significant:
Companies Act 2006 and the relevant tax compliance regulations in the UK;

e We obtained an understanding of the company’s policies and procedures implemented to prevent and
detect non-compliance with laws and regulations by inquiry with management. We corroborated our
inquiries through our reading of board meeting minutes;

e We communicated relevant laws and regulations and potential fraud risks to all engagement team members
and remained alert to any indications of fraud or non-compliance with laws and regulations throughout the
audit;

o We assessed the susceptibility of the company’s financial statements to material misstatement, including
how fraud might occur. Audit procedures performed by the engagement team included:

- lIdentifying and assessing the design effectiveness of controls management has in place to prevent and
detect fraud;

- Challenging assumptions and judgements made by management in its significant accounting estimates;
— ldentifying and testing journal entries; and
— Identifying and testing related party transactions

e These audit procedures were designed to provide reasonable assurance that the financial statements were
free from fraud or error. The risk of not detecting a material misstatement due to fraud is higher than the
risk of not detecting one resulting from error and detecting irregularities that result from fraud is inherently
more difficult than detecting those that result from error, as fraud may involve collusion, deliberate
concealment, forgery or intentional misrepresentations. Also, the further removed non-compliance with
laws and regulations is from events and transactions reflected in the financial statements, the less likely we
would become aware of it;

e Itis the audit partner’s assessment that the audit team collectively had the appropriate competence and
capabilities to identify or recognise non-compliance with laws and regulations based on understanding of,
and practical experience with audit engagements of a similar nature and complexity through appropriate
training and participation.
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e Management have not communicated to the audit team any matters of non-compliance with laws and
regulations or fraud and no such matters were identified by the audit team.

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.

(=t “Thehl vk P

Stephen Wyborn

Senior Statutory Auditor

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

22nd December 2021
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Statement of comprehensive income
For the year ended 31 March 2021

Revenue
Cost of sales

Gross profit
Administrative expenses

Operating profit/(loss)
Finance income

Finance costs

Profit/(loss) on ordinary activities before taxation
Tax credit on loss on ordinary activities

Profit/{loss) for the financial year
Other comprehensive income for the year

Total comprehensive profit/(loss) for the year

Notes

10
11

12

2021 2020
£ £
10,583,715 13,786,571
(4,570,475) (5,910,347)
6,013,240 7,876,224
(10,226,161) (12,044,191)
(4,212,921) (4,167,967)
(1,276,473) (990,330)
(5,489,394) (5,158,297)
547,946 980,325
(4,941,448) (4,177,972)
(4,941,448) (4,177,972)

There are no other items of Comprehensive Income, and the results are all derived from continuing operations.

The notes on pages 14 — 38 are an integral part of these financial statements.
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Statement of financial position
As at 31 March 2021

2021 2020

Notes £ £
Non-current assets
Property, plant and equipment 13 1,448,064 1,787,235
Intangible assets 14 971,929 1,321,036
Investment in subsidiary 15 3 3
Non-current assets 2,419,996 3,108,274
Current assets )
Inventories 16 2,026,356 2,205,304
Trade and other receivables 17 1,959,078 7,385,165
Current tax 547,947 980,325
Cash and cash equivalents 18 2,484,889 1,490,955
Current assets 7,018,270 12,061,749
Total assets 9,438,266 15,170,023
Equity attributable to owners of the parent
Share capital 24 103 103
Retained earnings (6,928,534) (2,496,756)
Capital contribution 25 4,000,000 4,000,000
Share based payment reserve 1,054,067 1,463,437
Total equity (1,874,364) 2,966,784
Non-current liabilities
Lease liability 22 1,067,722 1,228,230
Borrowings 20 7,529,954 7,479,422
Non-current liabilities 8,597,676 8,707,652
Current liabilities
Trade and other payables 19 2,464,745 3,274,709
Provisions 21 89,702 72,261
Borrowings 20 . - -
Lease Liability 22 160,507 148,617
Current liabilities 2,714,954 3,495,587
Total liabilities 11,312,630 12,203,239
Total equity and liabilities 9,438,266 15,170,023

The notes on pages 14 — 38 are an integral part of these financial statements. These financial statements were
approved by the board of directors and authorised for issue on 21st December 2021.

They were signed on its behalf by:

ﬂvwb? Gowun

A Gowen
Director
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Statement of changes in equity
For the year ended 31 March 2021

Reserve
Capital for Share
Share  Contribution Retained Based Total
capital Reserve Earnings payment Equity
£ £ £ £ £
Balance at 1 April 2020 103 4,000,000 (2,496,756) 1,463,437 2,966,784
Transfer of reserves for share based
payment - - 509,670 (509,670) -
Credit to equity for share based payment 100,300 100,300
Transactions with owners - - 509,670 (358,198) 100,300
Profit for the year - - (4,941,448) - (4,941,448)
Total comprehensive loss for the year - - (4,941,448) - (4,941,448)
Balance at 31 March 2021 103 4,000,000 (6,928,534) 1,054,067 (1,874,364)
For the year ended 31 March 2020
Reserve
Capital for Share
Share  Contribution Retained Based Total
capital Reserve Earnings payment Equity
£ £ £ £ £
Balance as 1 April 2019 103 4,000,000 527,637 2,492,949 7,020,689
Transfer of reserves for share based - - 1,153,579 (1,153,579) -
Credit to equity for share based payment 124,067 124,067
Transactions with owners
- - 1,153,579 (1,029,512) 124,067
Loss for the year
- - (4,177,972) - (4,177,972)
Total comprehensive loss for the year
- - (4,177,972) - (4,177,972)
Balance at 31 March 2020 103 4,000,000 (2,496,756) 1,463,437 2,966,784

The notes on pages 14 — 38 are an integral part of these financial statement
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Statement of cash flows
for the year ended 31 March 2021

2021 2020
£ £
Operating activities
Loss before tax for year (5,489,394) (5,158,297)
Share based payment 100,300 124,067
Depreciation 339,201 493,527
Amortisation 349,107 413,885
Loss on disposal of property, plant & equipment 88 1,116
Impairment of development costs - 255,784
Foreign exchange differences - 50,760
Interest costs 1,276,473 859,182
Decrease in trade receivables 893,632 283,873
(Decrease)/Increase in inventories 178,948 1,090,084
Increase in other receivables 4,532,454 (412,182)
(Decrease)/increase in trade payables (640,439) (2,939,108)
Increase/(decrease) in other liabilities (169,526) 102,456
Decrease in provisions 17,440 15,091
Net cash flow from operatiaons 1,388,284 (4,819,762)
Taxes paid - 83,228
R&D Tax Credit 980,325 1,108,304
Net cash flow from operating activities 2,368,609 (3,628,230)
Investing activities
Capital expenditure on property, plant and equipment (116) (30,521)
Capital expenditure on intangible assets i - (142,232)
Interest received - -
Net cash flow from investing activities (116) (172,753)
Financing activities
Intercompany loan - 584,422
Repayments of bank loan - -
Repayment of lease liability (258,766) -
Interest paid (1,115,793) (859,182)
Net cash flow from financing activities (1,374,559) (274,759)
Increase/(Decrease) in cash and cash equivalents 993,934 (4,075,742)
Cash and cash equivalents at 1 April 1,490,955 5,617,457
Exchange differences on cash and cash equivalents - (50,760)
Cash and cash equivalents at 31 March 2021 2,484,889 1,490,955

The notes on pages 14 — 38 are an integral part of these financial statements.
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Notes to the financial statements
at 31'‘March 2021

1. General information

Telensa Limited is a Company incorporated in the United Kingdom under the Companies Act. The address of the
registered office is given on the Company information page. The nature of the Company’s operations and its
principal activities are set out on pages 1 to 2.

These financial statements are presented in pounds sterling because that is the currency of the primary economic
environment in which the Company operates.

2. Adoption of New and Revised Standards
2.1 New Standards adopted as at 1 April 2020

There are no standards or interpretations that are not yet effective and that would be expected to have a material
impact on the entity in the current or future reporting periods and on foreseeable future transactions.

3. Accounting policies

Basis of preparation

The Company’s financial statements have been prepared in accordance with International accounting standards
in conformity with the requirements of the Companies Act 2006. The financial statements have been prepared
on the historical cost basis. Historical cost is generally based on the fair value of the consideration given in
exchange for the assets. The principal accounting policies adopted are set out below.

Exemption from group accounts

The Company has taken advantage of the exemption from preparing consolidated accounts afforded by section
400 of the Companies Act 2006 because it is a wholly owned subsidiary of Telensa Holdings Limited which
prepares consolidated financial statements which are publicly available. Information is therefore presented for
the individual Company, not its group.

Basis of preparing the financial statements - going concern
The financial statements have been prepared on the going concern basis, which assumes that the Company will
continue trading for the foreseeable future.

During the year, the Company incurred a loss of £4,941,448 (2020 - £ 3,024,383). Throughout the year the
Company continued with investment in sales, marketing, product development, operations and engineering
development staff, as well as expenses associated with the introduction of new products. At 31 March 2021 the
cash balance available to the Company was £ 2,484,889. In assessing whether the going concern assumption is
appropriate, management has considered the Company’s existing working capital position and its investment
requirements. Under the going concern assumption, an entity is ordinarily viewed as continuing in business for
the foreseeable future without significant curtailment of operations.

The Company is developing its product roadmap in a prudent manner. This investment will further differentiate
the lighting offer and so enable us to increase our market share. The Company’s revenues from sales of products
and services are expected to be sufficient for the Company to support the current level of investment in R&D and
-become cash generative from commercial operations over the next twelve months.

The impact of component shortages is our outstanding major concern but this short term risk is offset by the
support from our acquirers.
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Classified

3. Accounting policies {(continued)
Given the market potential and the business plan agreed by the Board, the directors are of the opinion that it is
reasonable to continue to adopt the going concern basis of accounting in preparing these financial statements
and as such a letter of support has been provided by Signify Holding B.V.

Revenue recognition
Revenue arises from the sale of wireless telemetry systems for the management and control of public lighting and
other smart city applications product and services.

To determine whether to recognise revenue, the Company follows a five- step process:

1. Identifying the contract with the customer

2. Identifying the performance obligations

3. Determining the transaction price

4. Allocating the transaction price to the performance obligations

5. Recognising revenue when/as performance obligations(s) are satisfied.

The Company often enters into transactions involving a range of the Company’s products and services, for
example the delivery of hardware, software and related services. In all cases, the total transaction price for a
contract is allocated amongst the various performance obligations based on their relative stand-along selling
prices.

Revenue is recognised either at a point in time or over time, when (or as) the Company satisfies performance
obligations by transferring the promised goods or services to its customers.

The Company recognises contract liabilities for consideration received in respect of unsatisfied performance
obligations and reports these amounts as deferred income within trade and other payables in the statement of
financial position (see note 19). Similarly, if the Company satisfies a performance obligation before it receives the
consideration, the Company recognises either a contract asset or a receivable in its statement of financial position,
depending on whether something other than a passage of time is required before the consideration is due.

Revenue accounting policy — supplementary disclosures

PLANet central system

The Company sells software that is required to allow its own hardware to operate. Accordingly, this software
licence is only sold alongside hardware. Revenue is recognised at the point that the software has been made
available to the customer and as the associated hardware becomes under the control of the customer, which is
generally after configuration on delivery to the customer’s premises.

Telecells

Revenue is recognised at the point that the hardware supplied becomes under the control of the customer. This
is generally on delivery to the customer’s premises. The installation of Telecells is the responsibility of the
customer. However, where customer contracts include acceptance criteria for the testing of the Telecells
following installation, revenue recognition is deferred until the acceptance testing is completed.

Maintenance and support

Maintenance and support are recognised on a straight-line basis over the term of the contract, which is typically
one year. Revenue not recognised in the period that the services are provided in the profit or loss is classified as
deferred revenue on the statement of financial position.

Services

Services revenue includes consultancy and training. Services revenue from time and material contracts is
recognised in the period that the services are provided on the basis of time worked at agreed contractual rates
and as direct expenses are incurred.
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3. Accounting policies (continued)
Revenue accounting policy — supplementary disclosures (continued)
Revenue from fixed price, long-term customer specific contracts is recognised on the stage of completion of each
assignment at the period end date compared to the total estimated service to be provided over the entire contract
where the outcome can be estimated reliably. If a contract outcome cannot be estimated reliably,
revenues are recognised equal to costs incurred, to the extent that costs are expected to be recovered. An
expected loss on a contract is recognised immediately in the income statement.

Timing of payment

Maintenance and support income is invoiced annually in advance at the commencement of the contract period.
Other revenue is invoiced based on the contract terms in accordance with performance obligations. Amounts
recoverable in contracts (contract assets) relate to our conditional right to consideration for completed
performance obligations under the contract prior to invoicing. Deferred income (contract liabilities) relate to
amounts invoiced in advance of services performed under the contract.

Warranty

The Company provides a basic 10 year product warranty on its hardware whether sold on a stand-alone basis or
as part of an integrated system. Under the terms of this warranty customers can return the product for repair or
replacement it if fails to perform in accordance with published specifications. These warranties are accounted for
under IAS 37.

Foreign currency

The financial statements are presented in the currency of the primary economic environment in which it operates
(its functional currency). The UK pound is the predominant functional currency of the Company and presentation
currency for the financial statements.

In preparing the financial statements of the Company, transactions in currencies other than the entity’s functional
currency (foreign currencies) are recognised at the rates of exchange prevailing on the dates of the transactions.
At each statement of financial position date, monetary assets and liabilities that are denominated in foreign
currencies are retranslated at the rates prevailing at that date.

Exchange differences are recognised in profit or loss in the period in which they arise.

Pensions )
The Company contributes to a defined contribution pension scheme and the pension charge represents the
amounts payable by the Company in respect of the year.

Property, plant and equipment

Property, plant and equipment is stated at cost, net of depreciation and any provision for impairment.
Depreciation is provided on cost less residual value in equal annual instalments over the estimated useful lives of
the assets. The rates of depreciation are as follows:

Leasehold improvements Over 10 years
Right-of-use asset Over 7.5 years
Plant and machinery Over 3 years
Office equipment Over 5 years
Computer equipment Over 3 years
Motor Vehicles Over 4 years
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3. Accounting policies (continued)
Leased assets
The Company as a lessee

For any new contracts entered into on or after 1 April 2019, the Company considers whether a contract is, or

contains a lease. A lease is defined as ‘a contract, or part of a contract, that conveys the right to use an asset (the

underlying asset) for a period of time in exchange for consideration’. To apply this definition the Company

assesses whether the contract meets three key evaluations which are whether:

e the contract contains an identified asset, which is either explicitly identified in the contract or implicitly
specified by being identified at the time the asset is made available to the Company

e the Company has the right to obtain substantially all of the economic benefits from use of the identified asset
throughout the period of use, considering its rights within the defined scope of the contract

e the Company has the right to direct the use of the identified asset throughout the period of use. The Company
assess whether it has the right to direct ‘how and for what purpose’ the asset is used throughout the period
of use.

Measurement and recognition of leases as a lessee

At lease commencement date, the Group recognises a right-of-use asset and a lease liability on the statement of
financial position. The right-of-use asset is measured at cost, which is made up of the initial measurement of the
lease liability, any initial direct costs incurred by the Group, an estimate of any costs to dismantle and remove the
asset at the end of the lease, and any lease payments made in advance of the lease commencement date {net of
any incentives received).

The Company depreciates the right-of-use assets on a straight-line basis from the lease commencement date to
the earlier of the end of the useful life of the right-to-use asset or the end of the lease term. The Company also
assesses the right-of-use asset for impairment when such indicators exist.

At the commencement date, the Company measures the lease liability at a present value of the lease payments
unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily available or the
Company’s incremental borrowing rate.

Lease payments included in the measurement of the lease liability are made up of fixed payments (including in
substance fixed), variable payment based on an index or rate, amounts expected to be repayable under a residual
value guarantee and payments arising from options reasonable certain to be exercised.

Subsequent to initial measurement, the liability will be reduced for payments made and increased for interest. It
is remeasured to reflect any reassessment or modification, or if there are any changes in in-substance fixed
payments. :

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset, or
profit and loss if the right-of-use asset is already reduced to zero.

The Company has elected to account for short-term leases and leases of lower-value assets using the practical
expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to these are
recognised as an expense in the profit or loss on a straight-line basis over the lease term.
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3. Accounting policies {continued)
Measurement and recognition of leases as a lessess (continued)
On the statement of financial position, right-to-use assets have been included in property, plant and equipment
and lease liabilities have been presented separately on the statement of financial position.

Intangible assets

Internally-generated intangible assets — research and development expenditure

Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from the Company’s product development costs is recognised
only if all of the following conditions are met:

e an assetis created that can be identified;

e the project from which the asset arises meets the Company’s criteria for assessing technical feasibility;
e it is probable that the asset created will generate future economic benefits; and

e the development cost of the asset can be measured reliably.

e the Company intends to and has sufficient resources to complete the project

Internally-generated intangible assets are amortised on a straight-line basis over 3 to 5 years. Amortisation is
recognised within administrative expenses within the statement of comprehensive income. Where no internally-
generated intangible asset can be recognised, development expenditure is recognised as an expense in the period
in which it is incurred.

Software costs

Software is stated at cost, net of depreciation and any provisions for impairment. Amortisation is provided on
cost less residual value in equal annual instalments over the estimated useful lives of the assets. The rates of
amortisation are as follows:

Software costs Over 3 years

Impairment of property, plant, equipment and intangible assets

At each statement of financial position date, the Company reviews the carrying amounts of its property, plant,
equipment and intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss.

If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss {if any). Where the asset does not generate cash flows that are independent from other
assets, the Company estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment loss is recognised as an expense immediately, unless
the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation
decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years.
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3. Accounting policies (continued)
Impairment of property, plant, equipment and intangible assets (continued)
A reversal of an impairment loss is recognised as income immediately, unless the relevant asset is carried at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is measured as a weighted average and
comprises materials and, where applicable, direct labour costs and those overheads that have been incurred in
bringing the inventories to their present location and condition. Net realisable value represents the estimated
selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.
Where necessary the Company makes a provision for obsolete and slow-moving inventory.

Trade and other receivables

Trade receivables are recognised at their original invoiced value. Where the time value of money is material,
receivables are carried at amortised cost. Provision for credit losses is assessed on an account by account basis
using external indicators and historical experience. Balances are written off when the probability of recovery is
assessed as being remote.

Cash and cash equivalents
Cash in the statement of financial position comprise cash at bank and in hand. For the purposes of the statement
of the cash flows, cash and cash equivalents are as defined above.

Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event and it is probable
that the Company will be required to settle that obligation. Provisions are measured at the directors’ best
estimate of the expenditure required to settle the obligation at the statement of financial position date.

Taxes

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates and laws that are enacted or substantively enacted by the statement of
financial position date.

Deferred income tax is recognised on all temporary differences arising between the tax bases of asséets and
liabilities and their carrying amounts in the financial statements, with the following exceptions:

o Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, carried forward tax credits or tax losses can be
utilised.

e Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset is realised or liability is settled, based on tax rates and laws enacted
or substantively enacted at the statement of financial position date.

Income tax is charged or credited directly to equity if it relates to items that are credited or charged to equity.
Otherwise income tax is recognised in the statement of comprehensive income.

Share based payments

The Company issues equity settled share based payments to certain employees. Equity settled share based
payments are measured at fair value (excluding the effect of non-market based vesting conditions) at the date of
grant. The fair value determined at the grant date of the equity settled share based payments is expensed on a
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Classified

3. Accounting policies (continued)

Share based payments (continued)

straight-line basis over the vesting period, based on the Company’s estimate of shares that will eventually vest
and adjusted for the effect of non-market based vesting conditions.

Fair value is measured by use of a Black-Scholes model. The expected life used in the model has been adjusted
based on management’s best estimate, for the effects of non-transferability, exercise restrictions, and
behavioural considerations.

Share capital and reserves

Share capital

Ordinary shares are classified as equity. Equity instruments issued by Telensa Ltd are recorded when proceeds
are received, net of direct issue costs.

Retained earnings
Retained earnings include all current and prior period retained profits/losses.

Capital contribution reserves

The amount of £4.0 million represents a permanent capital contribution by the parent Company Telensa Holdings
Limited effective following completion of a £ 6 million gross equity funding round in December 2015. The capital
contribution is held in distributable reserves.

4. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 3, the directors are required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements that the directors have made in the process of applying the Company’s
accounting policies and that have the most significant effect on the amounts recognised in the financial
information.

Revenue recognition

The policy is to recognise revenue either at a point in time or over time, when (or as) the Company satisfies
performance obligations by transferring the promised goods or services to its customers. A key judgement is
regarding the identification of the performance obligations and the assessment and impact of acceptance criteria
where applicable.

The policy is to recognise revenue in respect of support and software maintenance and hosting fees over the
duration of the term of the contract, with hardware being recognised at a point in time when the hardware
supplied becomes under the control of the customer. Management considers the detailed criteria for recognition
of revenue from the provision of continuous services set out in IFRS 15. The directors are satisfied that the
significant risks and rewards are transferred over time and that recognition of the revenue in equal instalments
over the duration of the contractual period is therefore appropriate.
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4. Critical accounting judgements and key sources of estimation uncertainty (continued)

Capitalised development costs
Aninternally generated intangible asset arising from the Company’s product development costs is only recognised
if all of the recognition criteria have been met as set out under the accounting policies.

Judgement is required to distinguish between the research and development stages of new projects and that
management considers that the Company has capitalised development costs from the point at which technical
feasibility and commercial viability could be demonstrated and the development projects therefore satisfy the
requirements of IAS38 intangible assets. After capitalisation management continue to monitor that the
recognition criteria continue to be met. The net book value of capitalised development costs at 31 March 2021 is
£970,260 (2021 - £ 1,293,680). In 2021, no impairment on development costs was required (2020 - £255,784),
included in administrative expenses was made in the statement of comprehensive income was made as
management considered there to be no future economic benefit.

Share-based employee remuneration

Where employees are rewarded using share-based payments, the fair value of employees’ services is determined
indirectly by reference to the fair value of the equity instruments granted. This fair value is appraised at the grant
date and excludes the impact of non-market vesting conditions.

All share-based remuneration is ultimately recognised as an expense in profit or loss with a corresponding credit
to retained earnings. If vesting periods or other vesting conditions apply, the expense is allocated over the vesting
period, based on the best available estimate of the number of share options expected to vest.

Non-market vesting conditions are included in assumptions about the number of options that are expected to
become exercisable. Estimates are subsequently revised if there is any indication that the number of share
options expected to vest differs from previous estimates. Any adjustments to cumulative share-based
compensation resulting from a revision is recognised in the current period. The number of vested options
ultimately exercised by holders does not impact the expense recorded in any period. As at 31 March 2021, the
cumulative share-based compensation is £1,054,067 (2020: £1,463,437) presented as share-based payment
reserve in the statement of financial position.

Inventories

Management estimates the net realisable values of inventories, taking into account the most reliable evidence
available at each reporting date. The future realisation of these inventories may be affected by future technology
or other market-driven changes that may reduce future selling prices.
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5. Revenue

Revenues are derived from the sale of products and services. The Company’s operations and assets are
predominantly located in the UK. The following table provides an analysis of the Company’s sales by geographical

market, irrespective of the origin of the goods or services:

UK
USA
Rest of World

Sale of products
Services

Information about major customers

2021 2020
f £
8,624,395 7,124,325
1,295,140 3,848,182
664,180 2,814,064
10,583,715 13,786,571
2021 2020
£ f
7,974,192 10,793,097
2,609,523 2,993,474
10,583,715 13,786,571

Revenue amounting to £ 1,954,406 (2020 - £ 2,910,747} of reported sales can be attributed to significant
customers in 2021 of which £979,963 was from the USA and £974,443 from the UK. No other customers

accounted for more than 9 per cent of reported revenue.

6. Operating profit/(loss)
This is stated after charging/{crediting):

Depreciation of property, plant and equipment
Amortisation of intangible assets

Charge for short lived and low value assets

Research and development costs (excluding staff wages)
Net foreign exchange losses/(gains)

Research and development spend, including amounts capitalised was nil (2020 - £ 142,232).

7. Auditor’s remuneration
The analysis of the auditor’s remuneration is as follows:

Fees payable to the Company’s auditor:
Audit of the financial statements

Taxation compliance services
Other services: R&D and tax advisory

2021 2020

£ £
339,201 493,527
349,107 413,886
- 33,260
(76,631) 972,898
38,705 50,760
2021 2020

£ f
33,500 28,000
6,675 2,834

- 1,925
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8. Directors’ remuneration

- 2021 2020
£ £
Emoluments 267,703 408,591
Pension contributions 18,419 21,912
286,122 430,503

In respect of the highest paid director 2021 2020
£ £

Emoluments 171,265 176,635
Pension contributions 11,257 7,131
181,522 183,766

During the year payments were made in respect to a defined contribution pension scheme on behalf of two
directors (2020 — one).

Included in the above disclosure are amounts paid to third parties for directors’ services during the year
amounting to nil {2020 - nil).

9. Staff costs

2021 2020
£ £

Wages and salaries

3,351,055 6,047,832
Social security costs

382,824 724,217
Pension costs 205,386 394,154
Other employee benefits 97,522 235,324
Share based payment 100,300 124,067

4,137,087 7,525,594

Included in the wages and salaries above nil (2020 —£92,687) related to development work and has subsequently
been capitalised.

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

2021 2020

No. No.

Technical and management 50 78
Administration 9 10
59 88
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10. Finance income

Other interest

11. Finance costs

Interest payable on bank loans
Finance costs on lease

Interest on inter company borrowings
Other interest payable

2021 2020

£ £
2021 2020
£ £
110,148 121,156
1,154,786 863,515
11,539 5,659
1,276,473 990,330
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12. Taxation
The tax charge is made up as follows: 2021 2020

Current tax:
UK corporation tax on profits of the period - -
R&D tax credit claim (547,946) (980,325)
Adjustment in respect of prior year -

(547,946) (980,325)
Deferred tax:
Origination and reversal of temporary differences - -
Total deferred tax (see note 23) - -
Tax on profit on ordinary activities (547,946) (980,325)

The tax assessed for the year remains the same the standard rate of corporation tax in the UK of 19% (2020 -
19%). The differences are explained below:

2021 2020
£ £
(Loss)/profit on ordinary activities before tax (5,489,394) (5,158,297)
Profit on ordinary activities multiplied by the standard rate of
corporation tax in the UK of 19% (2019 - 19%) (1,042,985) (980,076}
Effects of:
Income not taxable for tax - -
Expenses not deductible for tax 874,522 62,553
Deferred tax not recognised 71,640 362,924
Adjust closing deferred tax to average rate of 19% - -
Adjust closing deferred tax to average rate of 19% - (33,952)
Adjustments in respect of brought forwards values - 30,045
Research & development tax credit (451,123) (421,819}
Current tax charge for the year (see note above) (547,946) (980,325}

HMRC has agreed claims for tax relief for research and development expenditure incurred in prior periods. A
further claim is intended to be submitted in respect of qualifying spend in the current year. No deferred tax for
trading losses is recognised on the basis that UK losses will be utilised only to the extent taxable profits are not
offset by the enhanced research and development deductions.
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13. Property, plant and equipment

Plant and Leasehold Office Computer Motor Right of use .
machinery  improvement equipment equipment vehicles asset Total
£ £ £ f £ £ £

Cost:
At 1 April 2019 1,096,763 520,085 36,201 163,563 19,495 - 1,836,107
Additions 4,932 - - 25,589 - 1,514,456 1,544,977
Disposals - - - (1,746) - - (1,746)
At 31 March 2020 1,101,695 520,085 36,201 187,406 19,495 1,514,456 3,379,338
Additions 116 - - - - - 116
Disposals (44,896) - - (4,547) - - (49,443)
At 31 March 2021 1056,915 520,085 36,201 182,859 19,495 1,514,456 3,330,011
Accumulated depreciation:
At 1 April 2019 866,185 108,351 15,073 100,255 9,341 - 1,099,206
Charge for the year 178,382 52,008 6,996 49,341 4,874 201,927 493,527
Disposals - - - (630) - (630)
At 31 March 2020 1,044,567 160,359 22,069 148,966 14,215 201,927 1,592,103
Charge for the year 49,328 52,008 6,996 24,066 4,874 201,927 339,201
Disposals (44,896) - - (4,459) - (49,355)
At 31 March 2021 1,048,999 212,367 29,065 168,573 15,089 403,854 1,881,948
Net book value:
At 31 March 2021 7,916 307,718 7,136 14,286 406 1,110,602 1,448,063
At 31 March 2020 57,128 359,726 14,132 38,440 5,280 1,312,529 1,787,235
At 31 March 2019 230,578 411,734 21,128 63,308 10,154 - 736,902

The right of use asset relates to an office building (see note 22).

At 31 March 2021, the Company had no contractual commitments for the acquisition of property, plant and
equipment (2020 — nil).
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14. Intangible assets

Product
development Software
costs costs Total
Cost: £ £ £
At 1 April 2019 2,263,173 112,275 2,375,448
Additions 142,232 - 142,232
Impairment (255,784) (255,784)
At 1 April 2020 2,149,621 112,275 2,261,896
Additions - - -
At 31 March 2021 2,149,621 112,275 2,261,896
Accumulated amortisation:
At 1 April 2019 475,257 51,717 526,974
Charge for the year 380,684 33,202 413,886
At 1 April 2020 855,941 84,919 940,860
Charge for the year 323,420 25,687 349,107
At 31 March 2021 1,179,361 110,606 1,289,967
At 31 March 2021 ’ 970,260 1,669 971,929
At 31 March 2020 1,293,680 27,356 1,321,036

As at 31 March 2019 1,787,916 60,558 1,848,474

The carrying amount and remaining amortisation period of non- fully amortised intangible assets as at 31 March
2021 are as follows:

Remaining

amortisation

Carrying period in

amount months

£ No.

Base Stations 970,260 36

Software 1,669 12

An impairment of certain product development costs amounting to nil (2020 - £255,784) was made during the
year.
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15. Subsidiaries
The details of the Company’s subsidiaries at 31 March 2021 are as follows:

Shares in
subsidiary
undertakings
£
Cost
At 31 March 2020 3
Additions _
At 31 March 2021 3
Net book value:
At 31 March 2021 3
At 31 March 2020 3
Subsidiary Country of Incorporation Percentage of equity held Nature of business
Telensa Inc : USA 100% Support activity
Telensa Singapore Pte Ltd Singapore 100% Support activity
Telensa Systems Pty Ltd Australia 100% Support activity
16. Inventories
2021 2020
£ £
Raw materials 372,187 258,852
Work in progress 167,815 20,932
Finished goods and goods for resale 1,516,424 1,998,600
Goods in transit 9,906 -
Provision against slow moving inventory (39,976) (73,080)

2,026,356 2,205,304

During the year, inventories with a total value of £3,583,480 (2020 - £ 4,580,939) were included in the statement
of comprehensive income as an expense.

Inventories with a total cost of £42,639 were directly written off during the year {2020 - £ 212,507). A provision
of £39,976 (2020 — £73,080) has been provided for slow moving finished goods.
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17. Trade and other receivables

2021 2020

£ £

Trade receivables 1,319,236 2,212,869
Amounts owed by group undertakings - 4,136,138
Prepayments 425,062 410,866
Other receivables 214,780 589,292

1,959,078 7,385,165

The net carrying values of trade receivables, amounts owed by group undertaking and other receivables are
considered reasonable approximation of their fair value.

The credit period taken on sales of goods at the year-end is 45 days (2020 - 59 days).

The Company is exposed to credit risk from the granting of trade credit for sales to customers. The Company
mitigates this credit risk by obtaining payments in advance from customers for orders for equipment.

Included in the Company’s trade receivables balance are debtors with a carrying amount of £ 232,004 (2020 -
£ 729,648) which are past due at the reporting date for which the Company has not provided for as there has not

been a significant change in the credit quality and the amounts are still considered recoverable. The Company
does not hold collateral over these balances.

Ageing of trade receivables is as follows:

2021 2020

£ £

Not yet due 1,087,232 1,483,221
1-60 days past due 182,591 603,602
More than 90 days past due 49,413 126,046

1,319,236 2,212,869

The company assesses impairment of trade receivables on an individual basis and in such assessment, the
Company uses its historical experience to calculate expected credit losses. No impairment loss was recognised
during the year and no credit loss provision was set against trade receivable as at year-end.

18. Cash and cash equivalents

2021 2020
£ £
Cash at bank and in hand 2,484,889 1,490,955
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19. Trade and other payables
Due within one year

2021 2020

£ £

Trade payables 750,147 1,380,586
Accruals and deferred income 1,259,971 1,495,591
Other taxes and social security costs 424,386 330,109
Other payables 30,241 58,423

2,464,745 3,274,709

20. Borrowings

2021 2020

£ £

Inter Company loan 7,529,954 7,479,422
7,529,954 7,479,422

Inter company loan

The amount of £7,529,954 (2020 - £7,479,422) represents a loan by the parent Company, Telensa Holdings
Limited following completion of a debt facility in January 2019 bearing a fixed interest rate of 10% per annum
less arrangement fees. The parent Company, had the loan re-structured with the bank in February 2020 bearing
a fixed interest rate of 12% per annum less arrangement fees. The loan has an interest only period of twelve
months, followed by a repayment over thirty- six equal monthly payments of the principal plus accrued interest.
The loan has been further re-structured with the bank in May 2020 resulting in a reduction to the interest
payable and a holiday on the principal payments by supporting the Company through the impact of COVID-

19. The Company has the option to capitalise any underpayment of the interest at the end of the extension

period.

Registration of charge

A registration of charge was filed at companies house effective 14 January 2019. The instrument contains fixed
charge(s), floating charge(s) (floating charge covers all the property of or undertaking of the Company) and
contains a negative pledge.
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21. Provisions

Warranty Total

£ £

At 1 April 2020 72,261 72,261
Provision in the year 17,441 17,441
At 31 March 2021 89,702 89,702

The warranty provision represents management’s best estimate of the Company’s liability under a ten year
warranty period granted on products, based on past experience for defective products.

22. Lleases

The Company leases its head office building in Cambridge. The lease commenced in September 2016 for a term
of 10 years with an option to break on the third anniversary and sixth anniversary of the lease. This lease is
recognised in the statement of financial position as right of use asset (classified as property, plant and equipment)
and lease liability. The estimated costs keep the property in a good state and in its original condition at the end
of the lease are included in the initial measurement of the lease liability and right of use asset. The average
incremental borrowing rate applied to lease liability recognised was 8%.

Right of use asset £

Opening balance of right of use asset 1,514,456

Depreciation (403,854)

Net book value 31 March 2021 1,110,602

Lease liability

Current 160,507

Non- current 1,067,722
1,228,229

The lease liability is secured by the related underlying asset. The maturity analysis of the lease liability as at 31

March 2021 is as follows:

Minimum lease payment due

Within 1-2 2-3 3-4 4-5 After S
1 year Years Years Years Years Years Total
£ £ £ £ £ £ £
Lease payments 258,765 258,765 258,765 258,765 258,765 297,845 1,591,670
Finance charges (110,148) (98,258) (85,418) (71,550) {56,573) (51,641) (473,588)
Net present values 148,617 160,507 173,347 187,215 202,192 246,204 1,118,082

Lease payments not recognised as lease liability.

The Company elected not to recognise lease liability for short term property leases all of which expired in March
2020. The expense on short term leases relating to payments not included in the measurement of lease liability

amounted to nil (2020 - £33,260).
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23. Taxation
Deferred taxation

2021 2020

At beginning of year . .
(Credit)/Charge for year - R

At end of year liability - -

No deferred tax asset is recognised at 31 March 2021 on share option deductions and trading losses given the
availability of enhanced research and development spend deductions. Trading losses amount to £4.7m (2020
£4.3m)

Current tax debtor

2021 2020
£ f
R&D tax claim 547,947 980,325
547,947 980,325

24. Share capital
2021 2020
Called up, allotted, paid: £ £
1,000,000 (2018 — 1,000,000) A ordinary shares of £ 0.0001 each 100 100
31,500 (2018 — 31,500) B ordinary shares of £ 0.0001 each 3 3
103 103
2021 2020
Total shares authorised at 31 March . 1,031,500 1,031,500

The Company is a 100% owned subsidiary of Telensa Holdings Limited.

The A ordinary shares carry voting rights and the right to receive a dividend. The B ordinary shares carry no voting
rights and no right to receive a dividend other than with the written approval of the A ordinary shareholders but
rank pari passu with holders of the A ordinary shares in all other respects.

25. Capital contribution

The amount of £ 4 million represents a permanent capital contribution by the parent Company Telensa Holdings
Limited following completion of a funding round in December 2015. In making its judgement management
consider that this be treated as a capital contribution to reserves instead of an intercompany loan, on the basis
that no repayment terms are in place.
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26. Share based payments
The Company has applied the requirements of IFRS2 share based payments. The Company issues equity settled
share-based payments to certain employees over shares of its parent Company Telensa Holdings Limited. Equity
settled share-based payments are measured at fair value (excluding the effect of non-market based vesting
conditions) at the date of grant. The fair value at the grant date of the equity settled share- based payment is
expensed on a straight- line basis over the vesting period, based on the Company’s estimate of shares that will
eventually vest and adjusted for the effect of non-market based vesting conditions.

Fair value is measured by use of a Black-Scholes model. The expected life used in the model has been adjusted
based on management’s best estimate, for the effects of non-transferability, exercise restrictions, and
behavioural considerations.

Details of share options granted and outstanding during the year are as follows:

2021 ©2021 2020 2020

Weighted Weighted

Average Average

No. of share Exercise  No. of share Exercise

options price options price

£ £

Outstanding at the beginning of the year 7,283,161 . £0.14 14,382,601 £0.14

Granted during the year 9,662,614 £0.001 28,000 £0.16

Forfeited during the year (6,594,554) £0.15 (7,127,440) £0.15

Exercised during the year - - (3,125) £0.16

Qutstanding at the end of the year 10,351,221 £ 0.0001 7,280,036 £0.14

Exercisable at the end of the year 17,000 £0.16 5,895,331 £0.16
Year of
grant

Model assumptions were: 2021

Fair value on grant date:

Price per share pence £0.24
Exercise price pence £ 0.0001
Expected volatility 96%
Option life in years S
Expected dividends N
0.115%

Risk free rate (based on gilt issuance yields)

Expected volatility was determined by calculating the historic volatility of a number of comparator companies’
share prices over a twelve-month period ahead of the date of grant.

The Company recognised net credits to profit or loss of £ 100,300 for equity settled share-based payment
transactions in 2021 (2020 - charge of £ 124,067).
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27. Pensions
The Company operates a defined contribution plan, whereby the Company pays contributions to publicly or
privately administered pension insurance plans on a mandatory, contractual or voluntary basis. The Company
has no further payment obligations once contributions have been paid. The contributions are recognised as
employee benefit expense when they are due. At the end of the financial year there was an outstanding balance
of £ 28,828 (2020 - £ 46,368).

28. Related party transactions

Transactions with Telensa Holdings Limited

Following completion of a funding round in December 2015, £ 4 million, representing a permanent capital
contribution, by the parent Company Telensa Holdings Limited was received. An amount of £464,123 (2020 -
£ 457,629) was owed to Telensa Holdings Limited as at the year-end in relation to costs incurred by Telensa
Holdings Limited, settled by Telensa Ltd.

2021 2020

f £

Administrative expenses at cost 6,494 54,407
6,494 54,407

Telensa Holdings Limited completed a debt facility in January 2019 for £ 7,000,000 bearing a fixed annual interest
rate of 10% less arrangement fees of £ 105,000, this resulted in an intercompany loan to Telensa Limited in
accordance with note 20 of £ 6,895,000. As at the 31 March 2021 the carrying value of the loan is £7,529,954
(2020 - £7,479,422).

Transactions with Telensa Inc

An amount of nil (2020 - £3,738,159) was owed by Telensa Inc, a subsidiary, as at the year-end in relation to costs
incurred by Telensa Inc, settled by Telensa Ltd. Due to the uncertainty of recoverability of this debt the company
has decided to fully provide for the receivable.

2021 2020
£ £
Administrative expenses at cost 391,435 1,138,679

391,435 1,138,679

Transactions with Telensa Singapore Pte Ltd

An amount of nil {2020 - £ 179,390) was owed by Telensa Singapore Pte Ltd, a subsidiary, as at the year-end in
relation to costs incurred by Telensa Singapore Pte Ltd, settled by Telensa Ltd. Due to the uncertainty of
recoverability of this debt arising from the potential closure of the subsidiary, the Company has waived during
the year the entire balance of receivable from the subsidiary as at 31 March 2021.

2021 2020

£ £

Administrative expenses at cost . - 15,269
- 15,269
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28. Related party transactions (continued)
Transactions with Telensa Systems Pty Ltd
An amount of nil (2020 - £ 433,980) was owed by Telensa Systems Pty Ltd, a subsidiary, as at the year-end in
relation to costs incurred by Telensa Systems Pty Ltd, settled by Telensa Ltd. Due to the uncertainty of
recoverability of this debt the company has decided to fully provide for the receivable.

2021 2020

£ £

Administrative expenses at cost (128,420) (31,818)
(128,420) (31,818)

Remuneration of key management personnel
The remuneration of the directors of the Company is set out below in aggregate for each of the categories
specified in IAS 24 Related Party Disclosures. Key management are considered to be the directors.

2021 2020

£ £

Emoluments 267,703 408,591
Employers National Insurance 32,442 54,936
Pension contributions 18,419 22,470
IAS 19 employee benefit (holiday accrual) 22,738 4,395
Share Based Payment 328,642 -
669,944 490,752

29. Ultimate parent undertaking and controlling party
At 31 March 2021 the immediate and ultimate parent company was Telensa Holdings Limited, a Company

incorporated in the UK whose principal place of business is Iconix 3, London Road, Pampisford, Cambridge, CB22
3EG.

Telensa Ltd is a 100% owned subsidiary of Telensa Holdings Limited. Telensa Ltd has three further subsidiaries
Telensa Inc, Telensa Singapore Pte Ltd and Telensa Systems Pty Ltd which are 100% owned by Telensa Ltd.

30. Financial instruments

Financial assets and financial liabilities

The Company’s financial assets and liabilities consist of trade receivables and other current receivables, trade
payables, borrowings and other current liabilities, which approximate their carrying amounts largely due to the
short-term maturities of these instruments. Unless noted, the Company has no other financial instruments.
Financial assets and liabilities are included in the financial statements at amortised cost, which is considered to
be the amount at which the instrument could be exchanged in a current transaction between willing parties other
than in a forced liquidation or sale.

Liquidity risk management

The primary objectives of the Company’s capital management are to ensure that the Company maintains strong
credit ratings, manages its cash flow and receivables and to maintain healthy capital ratios in order to support its
business and to maximise shareholders’ value.

Credit risk is the risk that the counterparty will fail to discharge its obligation. The Company’s principal financial
assets are cash, trade and other receivables, which represent the Company’s maximum exposure to credit risk in
relation to financial assets. The Company’s credit risk is primarily attributable to its trade receivables. The
amounts presented in the statement of financial position are net of allowances for expected credit losses,
estimated by the Company’s management based on the trading relationship, prior experience and their
assessment of the current economic environment. New customers are subject to an initial credit assessment using
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30. Financial instruments (continued)
external credit reference agencies (where appropriate) and trade references are confirmed (where necessary).
These credit limits are reviewed on an on-going basis and subject to senior management oversight. The payment
position of past due trade receivables is monitored daily and actively managed.

The Company’s borrowings expose the business to limited interest rate risk. The policies for managing these risks
are regularly reviewed and agreed by the Board. The Company does not trade in financial instruments.

Significant Accounting Policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on which income and expenses are recognised, in respect of each class of financial
asset, financial liability and equity instrument are disclosed in note 3 to the financial statements.

Interest rate risk
The interest rate profile of the Company’s interest bearing financial assets and liabilities is as follows:

Asset Liabilities Liabilities

As at 31 March 2020 Floating rate  Floating rate Fixed rate Total

£ £ £ £
Cash at bank 1,490,955 - - 1,490,955
Intercompany loan - - 7,479,422 7,479,422
Total 1,490,955 - 7,479,422 8,970,377
As at 31 March 2021 Asset Liabilities Liabilities Total

£ £ £ £
Cash at bank 2,484,889 - - 2,484,889
Intercompany loan - - 7,529,954 7,529,954
Total 2,484,889 - 7,529,954 10,014,843

Sensitivity analysis

A favourable change of 1 basis point in interest rates at the statement of financial position date would have no
material impact. This calculation assumes that the change occurred at the statement of financial position date
and had been applied to risk exposures existing at that date. This analysis assumes that all other variables, in
particular foreign currency rates, remain constant.

Foreign currency risk
The Company entered into a number of transactions with overseas customers in currencies other than pound
sterling. The Company will continue to monitor any exposure to foreign exchange risk and manage it accordingly.

Foreign currency denominated financial assets (trade and other receivables and cash) and liabilities (being trade
and other payables) that expose the Company to current risk are disclosed within the table below:

2021 2020
All amounts originally expressed in USD £ £
Financial assets 911,552 418,175
Financial liabilities 321,462 593,717
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30. Financial instruments (continued)

Foreign currency risk (continued)

Sensitivity analysis

A 10 (ten) per cent strengthening of the USD & CAD against the pound sterling at 31 March 2021 would have
increased / (decreased) profit by the amounts shown below. Ten per cent is the sensitivity rate used when
reporting foreign currency risk internally to key management personnel and represents management’s
assessment of the reasonably possible change in foreign exchange rates. This calculation assumes that the change
occurred at the statement of financial position date and had been applied to risk exposures existing at that date.
This analysis assumes that all other variables, in particular other exchange rates and interest rates, remain
constant. The analysis is performed on the same basis for 31 March 2020.

Profit and loss and equity impact if the GBP had strengthened by 10 (ten) per cent against the USD &

CAD:
2021 2020
£ £
Profit/{loss) for the year 65,566 (19,505)
Equity 65,566 (19,505)

Profit and loss and equity impact if the GBP had weakened by 10 (ten) per cent against the USD & CAD:

2021 2020

£ £

Profit for the year 69,572 13,076
Equity 69,572 13,076

Liquidity risk
Itis currently the Company’s policy to finance its business by means of equity, a working capital facility and bank
loan. The cash position of the Company is regularly reviewed by the Board.

The use of instant access deposits ensures sufficient working capital is available at all times. Sterling denominated
borrowings bear interest at rates related to the sterling base rate.

At 31 March 2021, the following are the Company’s financial liabilities. The only fixed rate financial liabilities held
was in respect of the intercompany borrowing.

All are due within six months 2021 2020

£ £
Trade payables 750,147 1,390,586
Accruals 497,651 689,429
Other payables 30,241 58,423
Total, 1,278,039 2,138,438
Due between six months and a year 2021 20120

£ £

Current borrowings R -

Due between a year and 5 years

7,529,954 7,479,422
Non-current borrowings
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31. Summary of financial assets and liabilities by category
Fair values of financial assets and liabilities

There are no material differences between the fair values of any of the Company’s financial assets or liabilities
and their book values at the statement of financial position date. The carrying amounts of the financial assets and
liabilities as recognised at the statement of financial position date of the years under review may also be
categorised as follows:

2021 2020
£ £

Financial assets measured at amortised cost:
Cash and cash equivalents . 2,484,889 1,490,955
Trade and other receivables, excluding taxation receivables and prepayments 1,534,016 6,974,300

4,018,905 8,465,295

Financial liabilities measured at amortised cost:
Trade and other payables, excluding others taxes and social security costs and deferred income 1,239,627 2,105,324
Borrowings . 7,529,954 7,479,422

8,769,581 9,584,746

32. Capital management policies and procedures

The primary objectives of the Company’s capital management are to ensure that the Company maintains strong
credit ratings, manages its cash flow and receivables and to maintain healthy capital ratios in order to support its
business and to maximise shareholders’ value.

The Company monitors capital on the basis of the carrying amount of equity less cash and cash equivalents as
presented in the statement of financial position.

2021 2020
£ £

Capital
Total equity (1,874,364} 2,966,784
Less cash and cash equivalents (2,484,889) (1,490,955)

(4,359,253) 1,475,829

Overall financing .
Total equity {1,874,364) 2,966,784
Plus borrowings 7,529,954 7,479,422

5,655,590 10,446,206

Throughout the year, management constantly monitors levels of capital and at all times there were sufficient
funds to manage the business.

33. Post balance sheet events
On the 1°* July 2021 the entire share capital of Telensa Holdings Limited was acquired by Signify Holdings B.V.
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