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Belluscura plc

Strategic report for the year ended 31 December 2019

The Directors present their strategic report on the Group for the year ended 31 December 2019.

The principal activity of the parent company is that of a holding management company and that of the Group is to develop and
commercialise in oxygen related medical device products. This is achieved by using its proprietary oxygen enrichment .
technologies to advance the use of oxygen in medical products.

Review of the Business

Belluscura is a private English company founded on the principle of making healthcare both more affordable and more available
while returning a strong profit to our shareholders.

In February 2017, the Company entered into a co-exclusive license and development agreement with Separation Design Group
(“SDG”) to complete the development of the X-PLOR™, a portable oxygen concentrator, used to deliver concentrated oxygen
to a patient requiring oxygen therapy. Belluscura and SDG delivered a working prototype within five months of acquiring the
X-PLOR™ license. Development of X-PLOR™ has been completed and the product is currently being prepared to submit to the
FDA for a 510k clearance through the FDA third party clearance process. The Company expect to achieve clearance in 2020 and
target the launch of the product in H2 2020.

The Company is working on developing a follow-on product to X-PLOR™, which will target the same portable oxygen market ‘
and believe they can commercialise this product in H2 2020. The Company are working on other oxygen enrichment technologies
in complementary markets.

The Company has taken the strategic decision to focus purely on the oxygen enrichment marketplace and has divested its
existing products, Slyde™, Passport™ and Wire Caddy™. The Company will retain the licence to the SNAP III™ with a
view to exploring future commercialisation opportunities, but due to the uncertainty of timescales, it has fully impaired the
SNAP III™ licence.

As the business currently operates in the US the Company does not perceive any near term risk of Brexit impacting the Group.

Current Trading and Outlook
In the current period we have moved to focus purely on oxygen enrichment technologies and divested the Slyde™, Passport®
and Wire Caddy™ products. Sales of these products have therefore reduced. All sales have been in the US. :

The Directors believe that the major opportunities lie with the X-PLOR™ and complementary technologies.

With the portable oxygen market expected to grow from $1.6bn this year to $2.4bn by 2024 the Directors believe that X-PLOR™,
when launched, will provide significant growth for the Group.

The Directors believe the Group has made solid progress in achieving its mission.

Financial review
The Group is still in its early stages of development. Funds raised from investors are being applied to pursuing our strategic
objectives. We continue primarily focussed on completing the X-PLOR™,

Group sales for the period to 31 December 2019 were US $128,701 (2018: $245,554) with losses of US $1,551,996 (2018: .
$1,478,177). Group net assets at the end of the period were US $3,727,929 (2018: $2,297,860).

Principal Risks and Uncertainties
The Group actively considers and manages its risks. The Directors consider the following areas of business and operational risk

and details how this risk is managed or mitigated:

e  Generating revenue. The Group was formed.in 2015 and is still in start-up phase. It has commenced divesting of existing -
~ products to focus on the commercialisation of X-PLOR™. Management performs regular reviews of the sector to ensure it
is targeting large markets.

e  Successful product development. The Group is reliant on achieving FDA clearance for its products and any delays in this
process may impact the Group. The Group are working with external FDA approved third parties to reduce this risk.
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e Creditrisk. The Group’s principal financial assets are cash, and trade and other receivables. The Group monitors receivables

and should any be the subject of an identified loss event, allowance is made for impairment if required. The Group has no

significant concentration of credit risk, with exposure spread over a number of counterparties and customers. The credit
risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by international credit-
rating agencies. Further, apart from intercompany consolidated transactions the Group has no current debt outstanding.

e Liquidity risk. To support expansion plans for future development, the Group regularly reviews its financing arrangements
and cash flows to ensure there is sufficient funding in place.

e Foreign exchange risk. As the Group holds Sterling cash deposits and reports its financial performance in US Dollars, this

exposes the Group to a potential unrealised currency risk on its Sterling bank balances. This relates to the raising of capital
in the United Kingdom. The Directors review this exposure on a regular basis.

COVID-19

The Board have reviewed and assessed the impact of the COVID-19 pandemic on the Group. In the near term, due to the

nature of the Group’s products, FDA clearance is expected to continue in line with current timescales. The longer-term impact

on oxygen requirements for recovering COVID-19 patients is yet unknown, however the Group believes that there will be
increased demand for oxygen related devices globally. The Group will continue to develop innovative advanced oxygen
solutions.

¢

Analysis of Financial and non-Financial Key Performance Il_ldicators

The Board continues to monitor performance regularly throughout the year by reviewing a range of key performance indicators.
These include revenue growth, progress towards operational break even, and expenditure control against budget.
The Directors expect further improvement in performance in future periods as it achieves success in the Group’s strategy to

launch its products and grow through continual investment.

By Order of the Board

A S Dyer
Chief Financial Officer
27 July 2020

.
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Directors’ report for the year ended 31 December 2019
The Directors present their annual report and the audited financial statements for the year ended 31 December 2019.

Research and development

The Group continues to invest in the development of X-PLOR™,

Proposed dividend
No dividend was paid or was proposed during the period ended 31 December 2019.

Directors

The following Directors held office during the period, and to the date of this report.

Robert Rauker (appointed 18 August 2016)

Anthony Stephen Dyer (appointed 13 November 2017)

Dr Michael Van Hoy (appointed 18 August 2016) (resigned 9 February 2018)

Going concern

In adopting the going concern basis for preparing the financial statements, the directors have considered the principal activities
as well as the business risks as set out on pages 2 to 3.

The Group made a loss of US$ 1,551,996 in the period to 31 December 2019 (2018: loss of US $1,478,177). At the balance sheet .
date the Group had net assets of US $3,727,929 (2018: US $2,297,860) and utilised net operating cash outflows of $1,002,377
(2018: US $2.383,440).

Due to the investment required to significantly increase sales of legacy products to make them viable, the Group has sold the
licence for the Slyde™, and discontinued the Passport™ product.

- The Company raises the funds required for the Group’s activities and has successfully undertaken several Private Funding rounds
raising over $12,600,000 to date to support the Group. During the reporting period, funding rounds raised approximately $2.6m.
This cash has allowed the Group to continue to trade, divest its existing products and complete the development of the X-
PLOR™, portable oxygen concentrator. X-PLOR™ is currently going through the FDA testing process with one of the
outsourced FDA 3rd party clearance companies. The Company expect to achieve clearance in 2020 and target the launch of the
product in H2 2020.

Since the period end the Group has raised $1.8m equity from new and existing shareholders which will allow the business to
trade through to obtaining FDA clearance. Further equity fundraising is planned in 2020 to support the commercial launch of X-
PLOR™., The Group has a number of private shareholders who have been supportive during all fundraisings to date and believe
that, given the close proximity to the completion of the X-PLOR™, they will continue to be supportive. As with any company
placing reliance on shareholders for financial support, the directors acknowledge that there can be no certainty that this support
will continue although, at the date of approval of these financial statements, they have no reason to believe that it will not do so.

The Group expects there to be limited impact of the Covid-19 pandemic to the Group during the FDA clearance process due to
the close link of the virus to Oxygen Therapy requirements and the need for suitable devices to be tested and cleared. The Group
expects the prospects for the Group going forward to be enhanced by an increase in the requirement for Oxygen related products. -

The Group’s forecasts and projections, including the prospect of raising a further minimum $1,000,000 of funds following FDA
clearance, indicate that the Group has sufficient cash reserves to operate within the level of its current facilities for a period of
12 months from the date of approval of the financial statements. The Group's forecasts and projections, taking account of
reasonably possible downsides in trading performance and development costs/timelines, and the risks to these projections (set
out in the Principal Risks and Uncertainties section of the Group Strategic Report on Page 3) have been considered in the
assessment of these forecasts. :

Whilst the directors expect that further equity raising will be successful, to the extent it is not, the directors believe that the most
likely alternative will be to curtail its operations and halt development whilst looking for alternative source of funding such as
an equity raise on the public markets. In the unlikely situation where this is also unsuccessful, the Group may cease development
of the X-PLOR™ and seek potential purchasers of the company or the IP intrinsically linked to the X-PLOR™, in which case
the application of the going concern basis of preparation may be inappropriate.

Based on the above, the directors believe it remains appropriate to prepare the financial statements on a going concern basis.
However, these circumstances represent a material uncertainty that may cast significant doubt upon the group and company’s
ability to continue as a going concern and, therefore to continue realising its assets and discharging its liabilities in the normal
course of business. The financial statements do not include any adjustments that would result from the basis of preparation
being inappropriate.
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Directors’ report for the year ended 31 December 2019 (continued)

Political contributions

Neither the Cbmpany nor any subsidiaries made any political donations or incurred any political expenditure during the period.

Remuneration report (this is a voluntary unaudited disclosure note)

Directors’ Emoluments

Period to 31 December 2019 Salary & Benefits Pension 2019
fees in kind Total

USS$ USS$ US$ US$

Robert Rauker 185,000 33,666 - 218,666
Anthony Dyer 142,804 2,534 - 145,338
327,804 36,200 - 364,004

Period to 31 December 2018 Salary & Benefits Pension 2018
fees in kind Total

USS$ US$ USS$ USS

Robert Rauker 186,154 25,739 - 211,893
Anthony Dyer 158,865 2,007 - 160,872
Dr Michael Van Hoy : 16,923 - - 16,923
361,942 27,746 - 389,688

Directors’ beneficial interests in shares

As at 31 As at 31
December December
2019 2018
No of Shares  No of Shares
Robert Rauker 1,016,628 723,445
Anthony Dyer 636,940 282,808

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there is
no relevant audit information of which the company’s auditor is unaware; and each director has taken all the steps that he ought °
to have taken as a director to make himself aware of any relevant audit information and to establish that the company’s auditors
is aware of that information.

Other information

An indication of likely future developments in the business and particulars of significant events which have occurred since the
end of the financial year have been included in the Strategic Report on page 2.

Auditor

In accordance with Section 489 of the Companies Act 2006, a resolution for the re-appointment of KPMG LLP as auditor of the
company is to be proposed at the forthcoming Annual General Meeting.

By order of the Board of Directors and signed on behalf of the Board
Robert Rauker

(Pl I ffas i

Chief Executive Officer
27 July 2020
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Statement of directors’ responsibilities in respect of the Strategic Report, the Directors’ Report and
the Financial Statements

The directors are responsible for preparing the Strategic Report, the Directors’ Report and the group and parent company
financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare group and parent company financial statements for each financial year. Under
that law they have elected to prepare the group financial statements in accordance with International Financial Reporting
Standards as adopted by the European Union (IFRSs as adopted by the EU) and applicable law and have elected to prepare the
parent company financial statements in accordance with UK accounting standards and applicable law (UK Generally Accepted
Accounting Practice), including FRS 101 Reduced Disclosure Framework.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the group and parent company and of their profit or loss for that period. In preparing each of the
group and parent company financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and estimates that are reasonable, relevant, reliable and prudent;

for the group financial statements, state whether they have been prepared in accordance with IFRSs as adopted by the EU;

for the parent company financial statements, state whether applicable UK accounting standards have been followed, subject

to any material departures disclosed and explained in the financial statements;

e  assess the group and parent company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the group or the parent company or to cease

operations or have no realistic alternative but to do so. '

e & o o

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the parent
company’s transactions and disclose with reasonable accuracy at any time the financial position of the parent company and

- enable them to ensure that its financial statements comply with the Companies Act 2006. They are responsible for such internal
control as they determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error, and have general responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the group and to prevent and detect fraud and other irregularities.



Independent auditor’s report to the members of Belluscura plc

Opinion
We have audited the financial statements of Belluscura plc (“the company”) for the year ended 31 December 2019 which v
comprise the Consolidated Statement of Profit and Loss and Other Comprehensive Income, Consolidated Balance Sheet,

Company Balance Sheet, Consolidated Statement of Changes in Equity, Company Statement of Changes in Equity, Consolidated
Statement of Cashflows and related notes, including the accounting policies in note 2.

In our opinion:

e the financial statements give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31
December 2019 and of the group’s loss for the year then ended;

e the group financial statements have been properly prepared in accordance with International Financial Reporting Standards
as adopted by the European Union;

e the parent company financial statements have been properly prepared in accordance with UK accounting standards,
including FRS 101 Reduced Disclosure Framework; and

e the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the group in
accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2.1.2 in the financial statements, which indicates that the group and company’s ability to continue
as a going concem is dependent on the success of obtaining FDA approval and a further equity fundraise in 2020. These events
and conditions, along with the other matters explained in note 2.1.2, constitute a material uncertainty that may cast significant
doubt on the group’s and the parent company’s ability to continue as a going concern.

Our opinion is not modified in respect of this matter.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements does not
cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on our financial
statements audit work, the information therein is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work:

e we have not identified material misstatements in the strategic report and the directors’ report;
* in our opinion the information given in those reports for the financial period is consistent with the financial statements; and
e in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion:

e adequate accounting records have not been kept by the parent company, or returns adequate for our audit have not been
received from branches not visited by us; or
the parent company financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.



Independent auditor’s report to the members of Belluscura plc (continued)

Directors’ responsibilities

As explained more fully in their statement set out on page 6, the directors are responsible for: the preparation of the financial
statements and for being satisfied that they give a true and fair view; such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error; assessing
the group and parent company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern;
and using the going concern basis of accounting unless they either intend to liquidate the group or the parent company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable assurance is a high level

of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material

misstaternent when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in

aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the FRC’s website at www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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.

W Secdt .

William Smith (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

Gateway House, Tollgate, Chandler's Ford,

Eastleigh, Southampton. SO53 3TG

27 July 2020
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Consolidated Statement of Profit and Loss and Other Comprehensive Income
For the year ended 31 December 2019

Year ended Year ended 31
Group Note 31 December December
2019 2018
US$ US§
Continuing Operations
Revenue 5 128,701 245,554
Cost of sales (114,385) (252,869)
Gross Profit/(Loss) 14,316 (7,315)
Other operating income 6a 44,368 -
Administrative expenses 6b ’ (1,573,479) (1,470,862)
Operating Loss (1,514,795) (1,478,177)
Finance costs (37,201) -
Finance costs - net (37,201)
Loss before income tax (1,551,996) (1,478,177)
Income tax expense 9 - -
Loss after tax for the périod (1,551,996) (1,478,177
Other comprehensive income ,
Items that are or may be reclassified subsequently to profit or loss:

- Foreign currency translation differences — foreign operations 373,742 (344,680)
Total other comprehensive income 373,742 (344,680)
Total comprehensive loss for the period
attributable to the equity holders (1,178,254) (1,822,857)

The Group has used the exemption under S408 CA 2006 not to disclose the company income statement.

Items in the statement above are disclosed net of tax.

The notes on pages 15 to 38 are an integral part of these consolidated financial statements.

~



Belluscura plc

Consolidated Balance Sheet

At 31 December 2019

As at As at
Group Note 31 December 31 December
2019 2018
USS$ US$
Assets
Non-current assets
Property, plant and equipment 11 496,262 29,217
Intangible assets 12 2,935,228 ~ 1,814,943
3,431,490 1,844,160
Current assets
Inventory 13 - 128,094
Trade and other receivables 14 64,575 46,108
Cash and cash equivalents 15 1,033,512 532,248
1,098,087 706,450
Total assets 4,529,577 2,550,610
Current liabilities
Trade and other payables 19 (385,325) (252,750)
(385,325) - (252,750)
Non-current liabilities
Trade and other payables 19 (416,323) -
(416,323) -
Total liabilities (801,648) (252,750)
Net assets 3,727,929 2,297,860
Equity attributable to the owners of the
parent
Ordinary shares 17 648,298 456,107
Share premium 17 5,714,678 3,304,432
Capital contribution 18 165,000 165,000
Retained earnings 18 (2,850,815) (1,298,819)
Share based payments reserve 18 5,886 -
Translation reserve 18 44,882 (328,860)
Total equity 3,727,929 2,297,860

The notes on pages 15 to 38 are an integral part of these financial statements.

The financial statements on pages 9 to 38 were authorised for issue by the Board of Directors on 27 July 2020 and were signed

on its behalf.

Robert Rauker
Chief Executive Officer

(Pt I ffas

Belluscura plc
registered number 09910883

A S Dyer

Chief Financial Officer

10



Belluscura plc

Company Balance Sheet
At 31 December 2019
As at As at
Company Note 31 December 31 December
2019 2018
US $ US$
Assets
Non-current assets
Property, plant and equipment 11 - -
Intangible assets 12 - -
Investment in subsidiaries 10 10 355,940
Trade and other receivables 14 4,678,768 3,457,022
4,678,778 3,812,962
Current assets
Trade and other receivables 14 8,955 4,085
Cash and cash equivalents 15 814,424 305,709
823,379 309,794
Total assets 5,502,157 4,122,756
Current liabilities
Trade and other payables 19 (84,004) (494,560)
(84,004) (494,560)
Total liabilities (84,004) (494,560)
Net assets 5,418,153 3,628,196
Equity attributable to the owners of the
parent
Ordinary shares 17 648,298 456,107
Share premium 17 5,714,678 3,304,432
Capital contribution 18 165,000 165,000
Retained earnings 18 (1,160,591) 31,485
Share based payments reserve 5,886 -
Translation reserve 18 44,882 (328,828)
Total equity 5,418,153 3,628,196

The notes on pages 15 to 38 are an integral part of these financial statements.

The financial statements on pages 9 to 38 were authorised for issue by the Board of Directors on 27 July 2020 and were signed

on its behalf.

(Phoct ki

Robert Rauker
Chief Executive Officer

Belluscura plc
registered number 09910883

A S Dyer
Chief Financial Officer

11



Belluscura plc

Consolidated Statement of Changes in Equity
For the year ended 31 December 2019

Attributable to equity holders of the parent company

Ordinary Share Premium Translation Capital Shared Retained Total
No Shares US$ Reserve Contributio Based earnings
Group te US s USS n  Payment US$ Uss
USS$ Resv US$

Balance at 1 January 2018 160,978 10,149 15,820 165,000 - 179,358 531,305
Issue of ordinary shares 17 295,129 3,294,283 - - - - 3,589,412
Reduction in capital - - - - - - -
Loss for the period 18 - - - - - (1,478,177) (1,478,177)
Other comprehensive income 18 - - (344,680) - - - -(344,680)
Balance at 31 December 2018 456,107 3,304,432 (328,860) 165,000 - (1,298,819) 2,297,860
Balance at 1 January 2019 456,107 3,304,432 (328,860) 165,000 - (1,298,819) 2,297,860
Issue of ordinary shares 17 192,191 2,410,246 - - - - 2,602,437
Reduction in capital - - - - - - -
Loss for the period 18 - - - - - (1,551,996) (1,551,996)
Other comprehensive income 18 - - 373,742 - - - 373,742
Share based payments - - - - 5,886 - 5,886
Balance at 31 December 2019 648,298 5,714,678 44,882 165,000 5,886  (2,850,815) 3,727,929

There is no impact to the reserves of the Group through adoption of IFRS16.

The notes on pages 15 to 38 are an integral part of these financial statements.

12



Belluscura ple

Company Statement of Changes in Equity
For the period ended 31 December 2019

Attributable to owners of the parent company

Ordinary Share Translation Capital Shared Retained Total Equity
Note Shares Premium Rescrve  Contributio Based earnings uss
Company Uss USs uss a Payment Uss
Uss Resv US$
Balance at 1 January 2018 160,978 10,149 15,820 165,000 - 2,832,426 3,184,373
Issue of ordinary shares 17 295,129 3,294,283 - - - - 3,589,412
Reduction in capital - - - - - - -
Loss for the period 18 - - - - - (2,800,941) (2,800,941)
Other comprehensive income 18 - - (344,648) - - - (344,648)
Balance at 31 December 2018 456,107 3,304,432 (328,828) 165,000 - 31,485 3,628,196
Balance at 1 January 2019 456,107 -3,304,432 (328,828) 165,000 - 31,485 3,628,196
Issue of ordinary shares 17 192,191 2,410,246 - - - - 2,602,437
Reduction in capital - - - - - - -
Loss for the period 18 - - - - - (1,192,076) (1,192,076)
Other comprehensive income 18 - - 373,710 - - - 373,710
Share based payments - - - - 5,886 - 5,886
Balance at 31 December 2019 648,298 5,714,678 44,882 165,000 5,886 (1,160,591) 5,418,153

The notes on pages 15 to 38 are an integral part of these financial statements.

13



Belluscura plc

Consolidated Statement of cash flows
For the period ended 31 December 2019

For the For the period
period ended ended
Group Note 31 December 31 December
2019 2018
USS UsS$
Cash flows from operating activities
Cash generated from operations 24 (1,002,377) (2,383,440)
Taxation paid - -
Net cash used in operating activities (1,002,377) (2,383,440)
Cash flows from investing activities
Purchases of property, plant and equipment 11 (2,547) -
Intangible assets under development (1,120,285) (804,267)
Sale of product licence 44,368 -
Net cash used in investing activities (1,078,464) (804,267)
Cash flows from financing activities
Proceeds from issuance of ordinary shares 17 2,655,751 3,549,427
Lease Payments (105,348)
Net cash generated from financing activities 2,550,403 3,549,427
Net (decrease)/increase in cash and cash
- equivalents 469,562 361,720
Cash and cash equivalents at beginning of period 532,248 185,090
Exchange loss on cash and cash equivalents 31,702 (14,562)
Cash and cash equivalents at end of period 1,033,512 532,248

The notes on pages 15 to 38 are an integral part of these financial statements.

14



Belluscura plé

Notes to the accounts
For the year ended 31 December 2019

1.

2.1.1

General Information

Belluscura plc is a company incorporated in England and Wales and domiciled in the UK. Company Registration No.
09910883. On 28 November 2017 the company changed its name from Belluscura Limited to Belluscura plc. The address
of the registered office is detailed on page 1 of these financial statements.

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below.
These policies have been consistently applied, unless otherwise stated.

Accounting Policies
Statement of compliance

The group financial statements consolidate those of the Company and its subsidiaries (together referred to as the “Group”).
The parent company financial statements present information about the Company as a separate entity and not about its

group.

The group financial statements have been prepared and approved by the directors in accordance with International
Financial Reporting Standards as adopted by the EU (“Adopted IFRSs”). The Company has elected to prepare its parent -
company financial statements in accordance with FRS 101.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates.

Critical accounting estimates and judgements made by the directors, in the application of these accounting policies that
have significant effect on the financial statements are disclosed in note 4 (a)-(c) applicable for the whole Group and 4 (d)
applicable for the Company only.

The Company financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework (“FRS 101”). The amendments to FRS 101 (2014/15 Cycle) issued in July 2015 have been
applied.

In preparing these financial statements, the Company applies the recognition, measurement and disclosure requirements
of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs) but makes amendments where
necessary in order to comply with Companies Act 2006 and has set out below where advantage of the FRS 101 disclosure
exemptions has been taken. - .

Under section s408 of the Companies Act 2006 the cbmpany is exempt from the requirement to present its own profit and
loss account.

In these financial statements, the company has applied the exemptions available under FRS 101 in respect of the following
disclosures:

a Cash Flow Statement and related notes;

Disclosures in respect of transactions with wholly owned subsidiaries;
Disclosures in respect of capital management;

The effects of new but not yet effective IFRSs; and

Disclosures in respect of the compensation of Key Management Personnel;

*® o o ¢ o

As the consolidated financial statements include the equivalent disclosures, the Company has also taken the exemptions
under FRS 101 available in respect of the following disclosures -

e Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7 Financial
Instrument Disclosures.

o IFRS 2 Share Based Payments in respect of group settled share based payments

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in
these financial statements

Measurement convention

The financial statements are prepared on the historical cost basis except that assets and liabilities are stated at their fair
value. -
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In adopting the going concern basis for preparing the financial statements, the directors have considered the principal
activities as well as the business risks as set out on pages 2 to 3.

The Group made a loss of US$ 1,551,996 in the period to 31 December 2019 (2018: loss of US $1,478,177). At the
balance sheet date the Group had net assets of US $3,727,929 (2018: US $2,297,860) and utilised net operating cash
outflows of $1,002,377 (2018: US $2.383,440).

Due to the investment required to significantly increase sales of legacy products to make them viable, the Group has sold
the licence for the Slyde™, and discontinued the Passport™ product.

The Company raises the funds required for the Group’s activities and has successfully undertaken several Private Funding -
rounds raising over $12,600,000 to date to support the Group. During the reporting period, funding rounds raised
approximately $2.6m. This cash has allowed the Group to continue to trade, divest its existing products and complete the
development of the X-PLOR™, portable oxygen concentrator. X-PLOR™ is currently going through the FDA testing
process with one of the outsourced FDA 3rd party clearance companies. The Company expect to achieve clearance in
2020 and target the launch of the product in H2 2020.

Since the period end the Group has raised $1.8m equity from new and existing shareholders which will allow the business
to trade through to obtaining FDA clearance. Further equity fundraising is planned in 2020 to support the commercial
launch of X-PLOR™. The Group has a number of private shareholders who have been supportive during all fundraisings
to date and believe that, given the close proximity to the completion of the X-PLOR™, they will continue to be supportive.
As with any company placing reliance on shareholders for financial support, the directors acknowledge that there can be
no certainty that this support will continue although, at the date of approval of these financial statements, they have no
reason to believe that it will not do so.

The Group expects there to be limited impact of the Covid-19 pandemic to the Group during the FDA clearance process
due to the close link of the virus to Oxygen Therapy requirements and the need for suitable devices to be tested and
cleared. The Group expects the prospects for the Group going forward to be enhanced by an increase in the requirement
for Oxygen related products.

The Group’s forecasts and projections, including the prospect of raising a further minimum $1,000,000 of funds following
FDA clearance, indicate that the Group has sufficient cash reserves to operate within the level of its current facilities for
a period of 12 months from the date of approval of the financial statements. The Group's forecasts and projections, taking .
account of reasonably possible downsides in trading performance and development costs/timelines, and the risks to these
projections (set out in the Principal Risks and Uncertainties section of the Group Strategic Report on Page 3) have been
considered in the assessment of these forecasts. :

Whilst the directors expect that further equity raising will be successful, to the extent it is not, the directors believe that
the most likely alternative will be to curtail its operations and halt development whilst looking for alternative source of
funding such as an equity raise on the public markets. In the unlikely situation where this is also unsuccessful, the Group
may cease development of the X-PLOR™ and seek potential purchasers of the company or the IP intrinsically linked to
the X-PLOR™, in which case the application of the going concern basis of preparation may be inappropriate.

Based on the above, the directors believe it remains appropriate to prepare the financial statements on a going concern
basis. However, these circumstances represent a material uncertainty that may cast significant doubt upon the group and
company’s ability to continue as a going concern and, therefore to continue realising its assets and discharging its
liabilities in the normal course of business. The financial statements do not include any adjustments that would result
from the basis of preparation being inappropriate.

Changes in accounting policy and disclosures

In these financial statements the Group has changed its accounting policies in the following areas:

The Group has adopted the following IFRSs in these financial statements:

- IFRS 16: Leases. See note 21. This has been adopted using the modified retrospective method and as a result the
comparatives have not been restated and are reported under IAS 17.
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Basis of Consolidation

Belluscura plc was incorporated on 10 December 2015. On 16 May 2016, a US incorporated company, Belluscura LLC, -
was formed as a 100% owned subsidiary. On 25 April 2017 the company acquired the entire share capital of Nanotether
Discovery Science Limited. Nanotether is a dormant subsidiary.

The consolidated financial statements comprise the financial statements of Belluscura plc, Belluscura LLC, and
Nanotether Discovery Science Limited. Nanotether Discovery Science Limited was dissolved during the year.

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power over the
entity. In assessing control, the Group takes into consideration potential voting rights. The acquisition date is the date on
which control is transferred to the acquirer. The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date that control ceases. Losses applicable to the non-
controlling interests in a subsidiary are allocated to the non-controlling interests even if doing so causes the non-
controlling interests to have a deficit balance.

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are .
eliminated. Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

IFRS 13 did not affect any fair value measurements of the Group’s assets or liabilities and therefore had no effect on the
Group’s financial position or performance.

Foreign currencies
(a)  Functional and presentation currency

These consolidated financial statements are presented in US Dollars which is the presentation currency of the Group. This
is because the majority of the Group’s transactions are undertaken in US Dollars. Each entity within the Group has its
own functional currency which is dependent on the primary economic environment in which that subsidiary operates.

(b)  Transactions and balances

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the dates of
the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the settlement
of such transactions and from the translation at the period-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the income statement. Foreign exchange gains and losses that relate
to borrowings and cash and cash equivalents are presented in the income statement within ‘finance income or costs’.

(¢)  Group companies

The results and financial position of all Group entities (none of which has the currency of a hyper-inflationary economy) |
that have a functional currency different from the presentation currency are translated into the presentation currency as
follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing exchange rates at the date of that
balance sheet .

(i) income and expense for each income statement are translated at the average rates of exchange during the period
(unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses are translated at the rate on the dates of the transactions)

(iii) all resulting exchange differences are recognised in other comprehensive income.

Business combinations

All business combinations are accounted for by applying the acquisition method. Business combinations are accounted
for using the acquisition method as at the acquisition date, which is the date on which control is transferred to the Group.

Acquisitions on or after 1 January 2010

For acquisitions on or after 1 January 2010, the Group measures goodwill at the acquisition date as:

o the fair value of the consideration transferred; plus

e the recognised amount of any non-controlling interests in the acquiree; plus

o the fair value of the existing equity interest in the acquiree; less

e the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.
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2.6

2.7

Costs related to the acquisition, other than those associated with the issue of debt or equity securities, are expensed as
incurred.

Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent consideration is
classified as equity, it is not remeasured and settlement is accounted for within equity. Otherwise, subsequent changes to
the fair value of the contingent consideration are recognised in profit or loss.

On a transaction-by-transaction basis, the Group elects to measure non-controlling interests, which have both present
ownership interests and are entitled to a proportionate share of net assets of the acquiree in the event of liquidation, either
at its fair value or at its proportionate interest in the recognised amount of the identifiable net assets of the acquiree at the
acquisition date. All other non-controlling interests are measured at their fair value at the acquisition date.

Classification of financial instruments issued by the Group

Following the adoption of IAS 32, financial instruments issued by the Group are treated as equity only to the extent that
they meet the following two conditions:

(i) they include no contractual obligations upon the group to deliver cash or other financial assets or to exchange
financial assets or financial liabilities with another party under conditions that are potentially unfavourable to the
group; and

(ii) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-derivative
that includes no obligation to deliver a variable number of the company’s own equity instruments or is a derivative
that will be settled by the company’s exchanging a fixed amount of cash or other financial assets for a fixed number
of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

Employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service
is provided. A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Group has a present legal or constructive obligation to pay this amount as a result of past service provided by
the employee and the obligation can be estimated reliably.

Share-based payment transactions

Share-based payment arrangements in which the Group receives goods or services as consideration for its own equity
instruments are accounted for as equity-settled share-based payment transactions, regardless of how the equity

. instruments are obtained by the Group.

The grant date fair value of share-based payment awards granted to employees is recognised as an employee expense, with
a corresponding increase in equity, over the period that the employees become unconditionally entitled to the awards. The |
fair value of the options granted is measured using an option valuation model, taking into account the terms and conditions
upon which the options were granted. The amount recognised as an expense is adjusted to reflect the actual number of
awards for which the related service and non-market vesting conditions are expected to be met, such that the amount
ultimately recognised as an expense is based on the number of awards that do meet the related service and non-market
performance conditions at the vesting date. For share-based payment awards with non-vesting conditions, the grant date fair
value of the share-based payment is measured to reflect such conditions and there is no true-up for differences between
expected and actual outcomes.

Expenses
Operating lease payments

Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of
the lease. Lease incentives received are recognised in the income statement as an integral part of the total lease expense.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
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2.9

2.10

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation and accumulated impairment losses. Historical
cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period
in which they are incurred.

Depreciation of assets is calculated is provided to write off the cost less the estimated residual value of tangible fixed
assets by equal instalments over the estimated useful economic lives as follows:

Fumniture - S years
Computer equipment - 3years
Leasehold improvements - Syears

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.
An asset’s carrying amount is written down immediately to its recoverable amount if the assets carrying value is greater
than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount and are recognised within
‘Other gains / (losses) — net’ in the income statement. When re-valued assets are sold, the amounts are included in other
reserves are transferred to retained earnings.

Intangible assets
Licenses

Costs associated with the acquisition of Licenses for technologies and distribution rights are recognised as an intangible'
asset when they meet the criteria for capitalisation. That is, they are separately identifiable, measurable and it is probable -
that economic benefit will flow to the entity.

Further development costs attributable to the licensed technology and recognised as an intangible asset when the following
criteria are met:

(i) itis technically feasible to complete the technology for commercialisation so that it will be available for use;

(ii) management intends to complete the technology and use or sell it;

(iii) there is an ability to use or sell the technology;

(iv) it can be demonstrated how the technology will generate probable future economic benefits;

(v) adequate technical, financial and other resources to complete the development and to use or sell the technology are
available; and

(vi) the expenditure attributable to the technology during its development can be reliable measured.

Licenses and their associated development costs are amortised over the life of the license or the underlying patents,
whichever is shorter. The estimated useful life of the licences is 10-15 years.

Impairment of non-financial assets

The carrying amounts of the non-financial assets, other than inventories and deferred tax assets, are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the asset’s
recoverable amount is estimated. For goodwill, and intangible assets that have indefinite useful lives or that are not yet
available for use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to
sell. 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 the purpose
of impairment testing, assets that cannot be tested individually are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of
assets (the “cash-generating unit”).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount.
Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are allocated first to
reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other
assets in the unit (group of units) on a pro rata basis.
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An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior
periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists. An
impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Financial assets

2.11.1 Classification

The Group classifies its financial assets depending on the purpose for which the asset was acquired. Management
determines the classification of its financial assets at initial recognition. During the financial period the Group held loans
and receivables that are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except for maturities that are greater than 12 months after the end of
the reporting year. These are classified as noncurrent assets. The Group’s loans and receivables comprise ‘trade and other
receivables’ in the balance sheet. The Group also has cash and cash equivalents.

2.11.2 Recognition and measurement

212

2.13

Loans and receivables are recognised on the trade date in which the transaction took place, and are recognised at their fair
value with transaction costs expensed in the income statement. Financial assets are derecognised when the rights to receive
cash flows from the loans or receivables have been collected, expired or transferred and the Group has subsequently .
transferred substantially all risks and rewards of ownership.

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there is the intention to settle on a net basis or realise the asset and
settle the liability simultaneously.

Impairment of financial assets
Assets carried at amortised cost

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss event
has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Interest on the impaired asset continues to be recognised through the unwinding of the discount. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed through
profit or loss.

Evidence of impairment may include indications of that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy
or other financial reorganisation, and where observable data indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

For loans and receivables category, the amount of the loss is measured as the difference between the assets carrying
amount and the present value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated income statement. If a loan or held-to maturity investment has a -
variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate determined
under the contract. As a practical expedient, the Group may measure impairment on the basis of an instrument’s fair value
using an observable market price.

If, in a subsequent year, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as the improvement in the debtor’s credit rating), the reversal
of the previously recognised impairment loss is recognised in the consolidated income statement.
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2.15

Leases (policy applicable from 1 January 2019)

The Group has applied IFRS 16 using the modified retrospective approach and therefore the comparative information has
not been restated and continues to be reported under IAS 17.

. Lot . .
At the inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or contains, a
lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for -
consideration.

As a lessee

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is
initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made
at or before the commencement date, plus any initial direct costs incurred, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end -
of the lease term, unless the lease transfers ownership of the underlying asset to the Group by the end of the lease term or
the cost of the right-of-use asset reflects that the Group will exercise a purchase option. In that case the right-of-use asset
will be depreciated over the useful life of the underlying asset, which is determined on the same basis as those of property
and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for
certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement -
date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Group's
incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments;

- variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the
commencement date

- amounts expected to be payable under a residual value guarantee; and
- the exercise price under a purchase option that the Group is reasonably certain to exercise,

- lease payments in an optional renewal period if the Group is reasonably certain to exercise an extension option,
and )

- penalties for early termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a
change in future lease payments arising from a change in an index or rate, there is a change in the Group's estimate of the
amount expected to be payable under a residual value guarantee, if the Group changes its assessment of whether it will
exercise a purchase, extension or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the -
right-of-use asset, to the extent that the right-of-use asset is reduced to nil, with any further adjustment required from the
remeasurement being recorded in profit or loss.

The Group presents right-of-use assets that do not meet the definition of investment property in 'property, plant and
equipment' and lease liabilities in 'loans and borrowings' in the statement of financial position.

Short-term leases and leases of low-value assets

L L N
The Group has elected not to recognise right-of-use assets and lease liabilities for lease of low-value assets and short-
term leases. The Group recognises the lease payments associated with these leases as an expense on a straight-line basis
over the lease term.

Inventory

Inventory comprises goods held for resale and are stated at the lower of cost or net realisable value. Cost is based on FIFO -
principle and includes all direct expenditure and other appropriate attributable costs incurred in bringing the inventory to
its present location and condition.
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2.17

2.18

2.19

2.20

Trade receivables

Trade receivables are amounts due from customers for the sale of goods in the ordinary course of business. Collection is
normally expected within three months or less (in the normal operating cycle of the business) and is classified as current
assets. In the rare circumstances that they exceed a period of greater than one year they are presented as non-current
assets.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less any provision for impairment.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at call with
other banks, other short term highly liquid investments with maturities of three months or less and bank overdrafts.

Share capital

Ordinary Shares

Ordinary shares are classified as equity.
Share premium

The share premium account has been established to represent the excess of proceeds over the nominal value for all share
issues, including the excess of the exercise share price over the nominal value of the shares on the exercise of share '
options as and when they occur. Incremental costs directly attributable to the issue of new ordinary shares and new shares
options are shown in equity as a deduction, net of tax, from the proceeds.

Capital contribution
Capital contributions are contributions made by the ultimate parent company for which no consideration is given.
Trade payables

Trade payables are obligations to pay for goods and services that have been acquired in the ordinary course of business
from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or less (or in the
normal operating cycle of business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest rate method.

Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the consolidated income statement,
except to the extent that it relates to items recognised in other comprehensive income or directly in equity. In this case,
the tax is also recognised in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of tax laws enacted or substantively enacted at the balance sheet
date in the countries where the Company and its subsidiaries operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject
to interpretation and establishes provisions where appropriate on amounts expected to be paid to the tax authorities.

Deferred income tax is recognised on temporary timing differences arising between the tax bases of assets and liabilities
and their carrying amounts in the consolidated financial statements. However, deferred tax liabilities are not recognised
if they arise from the initial recognition of goodwill; deferred income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. :

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred income
tax liability is settled. Deferred income tax assets are recognised only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilised.

Deferred income tax liabilities are provided on taxable temporary differences arising from investments in subsidiaries
except for deferred income tax liability where the timing of the reversal of the temporary difference is controlled by the -
group and it is probable that the temporary difference will not reverse in the foreseeable future.
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3.1

Deferred income tax assets are recognised on deductible temporary differences arising from investments in subsidiaries
only to the extent that it is probable the temporary difference will reverse in full in the future and there is sufficient taxable
profit available against which the temporary difference can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the
same taxation authority on either the same taxable entity or different taxable entities where there is an intention to settle
balances on a net basis.

Provisions

Provisions and any other anticipated foreseen liabilities are recognised: when the Group has a present legal or constructive
obligation as a result of past events; it is probable that an outflow of resources will be required to settle the obligation; .
and the amount has been reliably estimated. Restructuring provisions comprise lease termination penalties, and employee
termination payments. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined
by considering a class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with
respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a .
pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the obligation.
The increase in the provision due to the passage of time is recognised as an interest expense.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts receivable for

the goods supplied, stated net of discounts, and value added taxes. The Group recognises revenue when the amount of

revenue can reliably be measured; when it is probable that future economic benefits will flow to the Group; and when -
specific criteria have been met for each of the Group’s activities, described below. The Group bases its estimate of return

on historical results taking into consideration type of customer, type of transaction and specifics of each arrangement.

Sales of goods
Income is derived from the sale of goods when the goods have been shipped to the customer.

Interest income
Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate -
applicable.

Financial Risk Management

The Company’s Directors review the financial risk of the Group. Due to the early stage of its operations the Group has
not entered into any form of hedging instruments to assist in the management of risk during the period under review.

Financial risk factors

(a) Credit Risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Group’s receivables from customers. Currently all sales are in the
US. The ageing of Group trade receivables is shown in note 14.

(b) Liquidity Risk

Cash flow forecasting is performed on a Group basis. The Directors monitor rolling forecasts of the Group’s liquidity
requirements to ensure it has sufficient cash to meet operational needs.

At the reporting date the Group held bank balances of US $1,033,512.
Ageing of creditors

The ageing of Group trade payables is shown in note 19.

(c) Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equlty prices will
affect the Group’s income or the value of its holdings of financial instruments.
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Foreign exchange risk arises when individual Group entities enter into transactions denominated in a currency other than
their functional currency. The Group’s policy is, where possible, to allow Group entities to settle liabilities denominated
in their functional currency, with the cash generated from their own operations in that currency. Where Group entities
have liabilities denominated in a currency other than their 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.

Due to low value and number of financial transactions that involve foreign currency and the fact that the Group has no
borrowings to manage, the Directors have not entered into any arrangements, adopted or approved the use of derivative
financial instruments to assist in the management of the exposure of these risks.

The Group’s exposure to foreign currency risk is based on the carrying amount for monetary financial instruments.

Below gross foreign currency exposure is with respect of pound Sterling to US Dollars.

31 December 2019 31 December 2018
Cash and cash equivalents 814,424 310,990
Trade receivables 7,762,723 6,087,465
Trade payables (84,004) (494,560)
Net exposure 8,493,143 5,903,895

A 10% percent strengthening of the pound sterling against the US Dollar at 31 December 2019 would have increased
(decreased) equity and profit or loss by the amounts shown below. This calculation assumes that the change occurred at
the balance sheet 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 December 2018.

Equity Profit or loss

2019 2018 2019 2018
US§ US§ USs Uss§
(849,314) (590,389) (849,314) (590,389)

A 10% percent weakening of the above currencies against the pound sterling at 31 December 2019 would have had the
equal but opposite effect on the above currencies to the amounts shown above, on the basis that all other variables remain
constant.

Translation exposures

The Group’s results, as presented in US Dollars, are subject to fluctuations as a result of exchange rate movements. The
Group does not hedge this translation exposure to its earnings.

Gains or losses arise on the retranslation of the net assets of foreign operations at different reporting dates and are
recognised within the consolidated statement of comprehensive income. They will predominantly relate to the
retranslation of opening net assets at closing foreign exchange rates, together with the retranslation of retained foreign
profits for the year (that have been accounted for in the consolidated income statement at average rates) at closing rates.
Exchange rates for major currencies are set out below

The following exchange rates have been used in the translation of the results of foreign operations:

Weighted Weighted
Closing rate average rate Closing rate average rate Closing rate
for 2017 for 2018 for 2018 for 2019 . for 2019
US Dollar 1.3503 1.3350 1.2769 1.2769 1.3270

Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in
order to provide returns for shareholders, benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital. '

In order to adjust or maintain the capital structure, the Group may adjust the level of dividends paid to its shareholders,
return capital to shareholders, issue new shares or sell assets to reduce borrowings. The Group has no external borrowings.
This policy is periodically reviewed by the Directors, and the Group’s strategy remains unchanged for the foreseeable
future.
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3.3

The capital structure of the Group consists of cash and bank balances and equity consisting of issued share capital, reserves
and retained earnings of the Group. The Directors regularly review the capital structure of the Company and consider the
cost of capital and the associated risks with each class of capital. The Company has no external borrowings and this has
no impact on the gearing levels of the Group as at 31 December 2018.

Fair value

Financial instruments are measured at fair value including cash and cash equivalents trade and other payables, and
borrowings. .

Due to their short term nature, the carrying value of cash and cash equivalents, trade and other receivables, and trade and
other payables approximate their fair value.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Key judgement

The following judgement (apart from those involving estimates) have had the most significant effect on amounts
recognised in the financial statements.

(a) Tangible fixed assets (see note 11)

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

(b) Intangible fixed assets (see note 12)

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

(c) Deferred taxes

Deferred tax liabilities are always provided for in full. Deferred tax assets are recognised to the extent that it is
probable that the underlying deductible temporary differences will be able to be offset against future taxable income.
Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to their
respective period of realisation, provided they are enacted or substantively enacted at the balance sheet date.
Deferred tax is recognised as a component of the tax expense in the income statement, except where it relates to
items charged or credited to other comprehensive income or directly to equity.

(d) Recoverability of intercompany debt by the company from its subsidiaries.

The directors assess the recoverability of amounts owed by the subsidiary to the parent company, which requires
judgement to be made. This involves forecasting sales revenues to be eamed by the subsidiary which will enable it
to repay the parent company.

Revenue

The entire revenue is generated from the Sale of Goods and from its geographical market in United States of America
USS$ 128,701 (2017: US $245,554).

Gross profit in the period was US$ 14,316 (2018: negative USS$ 7,315). Gross profit in 2019 was reduced by $39,675 for
the inventory write off of discontinued products and increased by $16,488 for the release of unused royalty provision.
Gross profit in 2018 was reduced by $89,266 due to minimum royalty amounts due on the licenced products exceeding
the royalties due on sales made. '
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6.

Other operating income and administrative expenses

6.1 (a) Other operating income

Group 2019 2018
US$ US$
Net gain on disposal of Slyde™ licence 44,368 -
6.1 (b) Expenses by nature
Group 2019 2018
US$ US$
Depreciation of property plant and equipment 9,403 9,517
Amortisation of intangible assets - 11,686
Impairment of intangible assets - 415,861
Costs related to fundraising activities 2,237 9,775
Foreign exchange movements 373,742 (344,680)
Other administration expenses 833,080 1,713,383

6.2

7.2

7.3

Auditor remuneration

During the period, the Group (including its subsidiaries) obtained the following services provided by the auditor and its

associates:
Group 2019 2018
US$ US$
Fees payable to the Group’s auditor and its associated for
the audit of the Group and Company financial statements 37,157 34,710
Fees payable to the Company’s auditor and its associates
for other services
- Tax advisory services 5,175 5,206
42,332 39,916
Employees
Directors’ emoluments
Group 2019 2018
US$ US$
Directors emoluments 364,004 389,688
Total 364,004 389,688

The highest paid Director received a salary of $185,000 (2018: $186,154) and benefits of $33,666 (2018: $25,739).

Employee benefit expense

Group 2019 2018
US$ US$
Wages and salaries 679,281 714,954
Social security costs 53,767 61,271
Share based payments 5,663 -
Total 738,711 776,225
Average number of people employed
Group 2019 2018
Average number of people (including executive directors) employed
Management 2 2
Sales 3 3
Finance - 1
Total average headcount 5 6
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8. Finance income and costs

Group 2019 2018
US$ US$

Finance Cost:

- Interest cost on Right of Use Asset 37,201 -

Finance Cost 37,201 -

9. Income tax expense

Group 2019 2018
US$ US$

Current tax on profits for the period ' - -

Adjustments in respect of prior period - -

Total current tax - -

Income tax expense - -

The charge for the year can be reconciled to the loss per the Income Statement as follows:

Group 2019 2018
USS USS$

(Loss) before tax (1,551,996) (1,478,177)

Tax calculated at domestic tax rates applicable to profits in

the respective countries (294,879) (280,854)

Tax effects of:

- Expenses not deductible for tax purposes 425) 1,857

- Impairment of SNAP - 54,274

- Capital allowances in excess of depreciation 4,472) (5,551)

- Unrelieved tax losses and other deductions 299,776 230,274

Total income tax charge -

The tax on the Group’s loss before tax differs from the theoretical amount that would arise using the weighted average
tax rate applicable to losses. The weighted average applicable UK tax rate was 19%.

Unused tax losses for which no deferred tax assets have been recognised is attributable to the uncertainty over the
recoverability of those losses through future profits.

10. Investment in subsidiaries

Company Shares in Total
Cost and net book value ) subsidiaries US$
Balance at 31 December 2018 355,940 355,940
Investment set off against Trade and Other Payables (355,930) (355,930}
Balance at 31 December 2019 10 10

During the current year, Nanotether Discovery Science Limited was dissolved. At the year end, the Company’s
investment in Nanotether Discovery Science Ltd amounted to $nil (2018: $355,940).

The loss on the disposal of the investment in Nanotether at zero value was set off against the amount payable to
Nanotether in trade & other payables.

Principal subsidiaries name Country of % of ordinary
Incorporation & Class of  shares directly held
. place of business share held 2019 2018 Nature of business
Belluscura LLC USA Ordinary 100% 100% Sale of medical devices
Nanotether Discovery Science Ltd UK Ordinary 0% 100% Research (Dissolved)
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11.

The registered office:

Belluscura LLC 160 Greentree Drive, Suite 101, Dover, Delaware 19904, County of Kent
Nanotether Discovery Science Limited  Chasemore Farm, Bookham Road, Downside, Cobham, Surrey, KT11 3JT

The Company’s loss before tax for the period 31 December 2019 was $1,192,076 (2018: $2,800,941).

Property, plant and equipment

Group Land & buildings  Furniture and Computer v
(Right of Use Asset) Equipment Equipment Total
US$ USs US$ USS$
At 1 January 2018 - 35,880 7,034 42,914
Additions during the period - - - -
Disposals during the period - - - -
At 31 December 2018 - 35,880 7,034 42,914
At 1 January 2019 - 35,880 7,034 42,914
Recognition of right of use asset on initial
application of IFRS 16 (see note 22) 571,950 - - 571,950
Adjusted balance as at 1 January 2019 571,950 35,880 7,034 614,864
Additions during the period - - 2,547 2,547
Disposals during the period - - - -
At 31 December 2019 571,950 35,880 9,581 617,411
Accumulated depreciation
At 1 January 2018 - (1,872) (2,308) (4,180)
Depreciation charge for the period - (7,176) (2,341) 9,517)
Depreciation charge on disposals - - - -
At 31 December 2018 - (9,048) (4,649) (13,697)
At 1 January 2019 - (9,048) (4,649) (13,697)
Recognition of right of use asset on initial
application of IFRS 16 (see note 22) - - - -
Adjusted balance as at 1 January 2019 - (9,048) (4,649) (13,697)
Depreciation charge for the period (98,049) (7,176) 2,227y (107,452)
Depreciation charge on disposals - - - -
At 31 December 2019 (98,049) (16,224) (6,876) (121,149)
Net book value
At 31 December 2018 - 26,832 2,385 29,217
At 31 December 2019 473,901 19,656 2,705 496,262

Right-of-use assets related to lease properties that do not meet the definition of investment properties are presented as

Land & Building (see note 21).
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12.  Intangible assets

Group Purchased intangible assets

Product

Cost Licenses Development Total

US$ USS US$
At 1 January 2018 200,398 1,280,826 1,481,224
Additions during the period (a) - 804,267 804,267
Foreign currency translation differences (10,892) - (10,892)
At 31 December 2018 189,506 2,085,093 2,274,599
At 1 January 2019 189,506 2,085,093 2,274,599
Additions during the period (a) - 1,120,285 ~ 1,120,285
At 31 December 2019 189,506 3,205,378 3,394,884

Accumulated amortisation and impairment

At 1 January 2018 (40,484) - (40,484)
Amortisation charge for the period (11,686) - (11,686)
Impairment of Licences (note b) . (145,711) . - (145,711)
Impairment of Product Development (note c) - (270,150) (270,150)
Foreign currency translation differences 8,375 - 8,375
At 31 December 2018 (189,506) (270,150) (459,656)
At 1 January 2019 (189,506) (270,150) (459,656)
At 31 December 2019 (189,506) (270,150) (459,656)
Net book value
At 31 December 2018 - 1,814,943 1,814,943
At 31 December 2019 - 2,935,228 2,935,228

Impairment

(a) During the current year, the Group has capitalised $1,009,617 (2018: $791,816) of development costs related to the

(®

(©)

X-PLOR™ portable oxygen concentrator and capitalised $110,669 (2018: $nil) of development costs related to the
DISCOVER™ portable continuous flow oxygen concentrator These assets are still under construction and on
which amortisation has not started yet.

On 29 November 2018 the Group decided to focus the Group’s limited funds on completing the development and
achieving FDA clearance of the X-PLOR™ Oxygen Concentrator. Due to the resources required to drive a
significant increase in sales of its licenced products; the Slyde, the Passport and the Wire Caddy, it has divested
these products. .

During the year the Group sold the licences to the Slyde™ and Wire Caddy™ and discontinued the Passport™.

Whilst management perceive there to be potential value in the SNAP III product, at the current stage of
development they felt it appropriate to fully impair the licence in 2018.
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12.

13.

Intangible assets (continued)

Company Purchased intangible assets
Licenses
Cost USS$
At 1 January 2018 200,398
Additions during the period -
Foreign currency translation differences (10,892)
At 31 December 2018 189,506
At 1 January 2019 189,506

Additions during the period
Foreign currency translation differences -
At 31 December 2019 189,506

Accumulated amortisation and impairment

At 1 January 2018 (40,484)
Amortisation charge for the period (11,686)
Impairment of intangible asset (note d) (145,711)
Foreign currency translation differences 8375
At 31 December 2018 (189,506)
At 1 January 2019 (189,506)

Amortisation charge for the period

Impairment of intangible asset -
Foreign currency translation differences -
At 31 December 2019 (189,506)

Net book value
At 31 December 2018 -
At 31 December 2019 -

Impairment

(d) On 29 November 2018 the Group decided to focus the Group’s limited funds on completing the development and

achieving FDA clearance of the X-PLOR™ Oxygen Concentrator. Due to the resources required to drive a
significant increase in sales of its licenced products; the Slyde, the Passport and the Wire Caddy, it has divested
these products.

During the year the Group sold the licences to the Slyde™ and Wire Caddy™ and discontinued the Passport™.

Inventory
Group 2019 2018
) USS$ UsS$
Finished goods - 128,094
Inventory - 128,094

During the year the Group sold the licences and remaining inventory of the Slyde™ and Wire Caddy™. The Group
discontinued the Passport™ and wrote off the remaining inventory $39,675.
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14. Trade and other receivables

Group 2019 2018
US$ USS$
Trade receivables 12,398 36,159
Less provision for impairment of trade receivables (6,750) (4,108)
Trade receivables — net 5,648 32,051
VAT 8,809 4,085
Prepayments and other debtors 50,118 9,972
Total trade and other receivables 64,575 46,108

The fair value of trade and other receivables are not materially different to those disclosed above. The Groups exposure
to credit risk related to trade receivables is detailed in note 3 to the accounts on page 23.

Company — Current 2019 2018
USS$ USS$
Prepayments and other debtors 146 -
VAT 8,809 4,085
Total trade and other receivables 8,955 4,085
Company - Non-Current 2019 2018
USS$ Uss$
Receivables from Group companies 7,753,768 5,732,022
Less provision for impairment of Intercompany receivables (3,075,000) (2,275,000)
Total trade and other receivables 4,678,768 3,457,022

The amount receivable from Group companies is an interest free loan given and is repayable on demand. Management
doesn’t intend to recall it in the next 12 months and hence same has been disclosed as Non-Current.

The basis of the impairment of Intercompany receivables is the management intends to recall it within 7 years so it is
discounted over 7 years at 7%.

The majority of investment has been used to develop and sell products initially in the US market. The Group expects
the US entity to be become profitable and cash positive within 3 years.

Ageing of past due but not impaired trade receivables:

2019 2018
Group UsSs$ US$
0-30 days 3,152 6,496
30-60 days 936 15,370
60-90 days 1,560 3,851
90+ days - 6,334
Total 5,648 32,051

Ageing of impaired trade receivables

2019 2018
Group USS$ US$
0-30 days - -
30-60 days - -
60-90 days - -
90+ days 6,750 4,108
Total 6,750 4,108
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15,

16.

Movement of impaired trade receivables

The movement in the allowance for impairment in respect of trade receivables during the year was as follows:

2019 2018
USS US$
Balance at 1 January 2018 4,108 6,469
Impairment loss reversed (2,361)
Impairment loss recognised 2,642 -
Balance at 31 December 2019 6,750 4,108
Cash and cash equivalents
Group 2019 2018
USS$ Us$
Cash and bank and in hand 1,033,512 532,248
Total cash and cash equivalents 1,033,512 532,248
Company 2019 2018
USS US$
Cash at bank and in hand 814,424 305,709
Total cash and cash equivalents 814,424 305,709
The Groups exposure to foreign exchange risk is detailed in note 3 to the accounts on page 23.
Categories of financial assets and financial liabilities .
Group 2019 2018
US$ US§
Financial assets
Loans and receivables at amortised cost 5,648 32,051
Cash and equivalents 1,033,512 532,248
1,039,160 564,299
Financial liabilities
Trade and other payables at amortised cost 795,435 247,035
Company 2019 2018
US S US§
Financial assets
Loans and receivables at amortised cost 7,753,768 5,732,022
Provision (3,075,000) (2,275,000)
Net loans and receivables at amortised cost 4,678,768 3,457,022
Cash and equivalents 814,424 305,709
5,493,192 3,762,731
Financial liabilities
Trade and other payables at amortised cost 77,791 488,845
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17.  Share capital and premium 2
Share capital
Group and Company Number of
shares of - Ordinary Total
£0.01 each Shares US § US$
Issued and fully paid up
At 1 January 2018 11,791,645 160,978 160,978
Shares issued for consideration other than cash 1,923,854 26,610 26,610
Shares issued for cash 20,066,735 268,519 268,519
At 31 December 2018 33,782,234 456,107 456,107
At 1 January 2019 33,782,234 456,107 456,107
Shares issued for cash 15,350,248 192,191 192,191
At 31 December 2019 49,132,482 648,298 648,298

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote .

per share at meetings of the Company.

Share premium

Group and Company Ordinary Total
Shares US § USS
Allotted and fully paid up
At 1 January 2018 10,149 10,149
Premium on shares issued 3,294,283 3,294,283
At 31 December 2018 3,304,432 3,304,432
At 1 January 2019 3,304,432 3,304,432
Premium on shares issued 2,410,246 2,410,246
At 31 December 2019 5,714,678 5,714,678
Share options

During the year staff were granted share options, vesting 100% on an exit or in equal annual thirds following a stock
market listing of the Company. As an exit is not predictable, the Company determined the best measurement period is a

potential listing-mid 2020.

Award 2019 2018 Date of Exercise Exercise Period Average
000’s 000’s Grant Price From To remaining
contractual life
Unapproved 4,380 - 31/10/2019 $0.85 31/10/2019  31/10/2029 9.8 years
EMI 1,275 - 05/11/2019 $0.85 05/11/2019  05/11/2029 9.8 years
Total 5,655 -
Movement in share options
Weighted average Weighted average
Number exercise price share price
000’s $ $
Outstanding at 1 January 2019 - - -
Granted 5,655 0.85 0.78
Qutstanding at 31 December 2019 5,655 0.85 0.78
)
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Key assumptions used in the calculation of share option fair value

Share Risk-
price on Expected (%) free rate
Date of the date  Exercise Dividend  Vesting of Fair
Grant Award of grant price Volatility Yield period interest value
$ $ % % Years % $
31/10/2019  Unapproved 0.78 0.85 285 0% 2.67 21 0.01
05/11/2019  EMI 0.78 0.85 28.5 0% 2.67 2.1 0.01

Total

The key assumptions used in calculating the share-based payments were as follows:

a. The Black-Scholes model is used to value both the options.

b. The expected volatility is based on a comparator set of similar stocks.

c. The risk-free rate is equal to the prevailing UK Gilts rate at grant date, which is commensurate with the expected term.
d. Expected forfeiture rates are based on recent experience of staff turnover levels.

e. The charge is spread over the vesting period on a straight-line basis.

18. Reserves

Retained earnings : Group Company
USS USS$
At 31 December 2017 179,358 2,832,426
Loss for the period (1,478,177) (2,800,941)
Reduction in capital - -
At 31 December 2018 (1,298,819) 31,485
Loss for the period ' _(1,551,996) (1,192,076)
At 31 December 2019 (2,850,815) (1,160,591)
Capital Contribution Group Company
USS$ USS$
At 31 December 2017 165,000 165,000
Capital contribution received - -
At 31 December 2018 165,000 165,000

Capital contribution received - -
At 31 December 2019 165,000 165,000

The Capital Contribution relates to the acquisition of intangible product licences.

Translation reserve Group Company
USS$ USS$
At 31 December 2017 15,820 15,820
Foreign exchange gain (344,680) (344,648)
At 31 December 2018 (328,860)  (328,828)
Foreign exchange loss 373,742 373,710
At 31 December 2019 44,882 44,882

The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements
of foreign operations, primarily relating to the statement of financial position at the reporting dates. The reporting date
foreign exchange rates by major currency are provided in note 3.
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19. Trade and other payables

Group - Current 2019 2018
USS UsS§$

Trade creditors 33,968 149,497
Social security and other taxes 5,480 5,717
Lease liability 82,075 -
Accruals and other creditors 263,802 97,536
385,325 252,750

Group — Non-Current 2019 2018
USS$ Us$

Lease liability 416,323 -
416,323 -

There are no amounts included with lease liability repayable after five years.

Company 2019 2018
US$ UsS$

Trade creditors - 97,902
Amounts due to Group companies ‘ - 351,358
Social security and other taxes . 6,213 5,715
Accruals and other creditors 77,791 39,585
84,004 494,560

The fair values of trade and other payables are not materially different to those disclosed above. The Group’s exposure to .
currency and liquidity risk related to trade and other payables is detailed in note 3 to the accounts on page 23.

Included within trade and other payables is $416,323 (2018: £nil) expected to be settled in more than 12 months.

20. Deferred income tax

Unused tax losses for which no deferred tax assets have been recognised is attributable to the uncertainty over the -
recoverability of those losses through future profits. A blended tax rate of 20% has been used to calculate the potential

deferred tax.
Group

) 2019 2018
Deferred tax US$ US $
Accelerated capital allowances (4,472) (5,551)
Short term timing differences 425 54,274
Tax losses 1,576,272 652,656
Unprovided deferred tax asset (1,572,225) (701,379)

Company
2019 2018
Deferred tax USS$ US§
Accelerated capital allowances - -
Short term timing difference 152,425 435,196
Tax losses 112,242 211,242
Unprovided deferred tax asset (264,667) (646,438)
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21. Leases as a lessee (IFRS 16)

Right-of-use assets
Right-of-use assets related to lease properties that do not meet the definition of investment properties are presented as

property, plant and equipment (see note 11):

Group Land and
buildings Total
USS USS$
At 1 January 2019 - -
Addition to right of use asset 571,950 571,950
Depreciation charge for the period (98,049) (98,049)
At 31 December 2019 473,901 473,901

Amounts recognised in profit or loss
The following amounts have been recognised in profit or loss for which the Group is a lessee

2019 — Leases under IFRS 16 2019
US$
Interest expense on lease liabilities 37,201
2018 — Leases under IAS 17 2018
US$
Lease expense 105,352

Amounts recognised in statement of cash flows

2019 2018

US$ USS$

Total cash outflow for leases 105,348 -

Leases as a lessee (IFRS 16)
Group Land and

buildings Total

US$ US$
At 1 January 2019 - -
Addition to right of use asset 571,950 571,950
Depreciation charge for the period (98,049) (98,049)
At 31 December 2019 . 473,901 473,901

22 Change in significant accounting policies

The Group has applied IFRS 16 using the modified retrospective with cumulative effect method — i.e. by recognising
the cumulative effect of initially applying IFRS 16 as an adjustment to the opening balance of equity at 1 January 2019.
Therefore, the comparative information has not been restated and continues to be reported under IAS 17. Additionally,
the disclosure requirements in IFRS 16 have not been generally applied to comparative information. The details of the
significant changes and quantitative impact of the changes are set out below.

(a) Definition of a lease

Previously the Group determined at contract inception whether an arrangement was or contained a lease under IFRIC 4:
Determining whether an Arrangement contains a Lease. The Group now assesses whether a contract is or contains a
lease based on the definition of a lease, as explained in note 2.14.
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(b) As a lessee

The Group previously classified leases as operating or finance leases based on its assessment of whether the lease
transferred significantly all of the risks and rewards incidental to ownership of the underlying asset to the Group. Only
finance leases were then recognised on the balance sheet.

Under IFRS 16, the Group recognises right-of-use assets and lease liabilities for these leases — i.e. these leases are on-
balance sheet.

Leases classified as operating leases under IAS 17

On transition, for operating leases under IAS 17, lease liabilities were measured at the present value of the remaining
lease payments, discounted at the Group's incremental borrowing rate as at 1 January 2019.

Right-of-use assets were measured at an amount equal to the lease liability, adjusted by the amount of any prepaid or
accrued lease payments: the Group applied this approach to all other leases.

The Group has tested its right-of-use assets for impairment on the date of transition and has concluded that there is no
indication that the right-of-use assets are impaired.

The Group used a number of practical expedients when applying IFRS 16 to leases previously classified as operating
leases under IAS 17. In particular these were:

- excluded initial direct costs from the measurement of the right-of-use asset at the date of initial application; and

- used hindsight when determining the lease term.

The following table summarises the quantitative impact of adopting IFRS 16 on the Group’s financial statements for the
year ending 31 December 2019. )

Impact of adoption of IFRS 16

Balances
. without
As reported Adjustments adoption of
IFRS 16
£000 £000 £000

Balance sheet
Property, plant and equipment 473,901 (473,901) -
Other interest-bearing loans and borrowings (current) (82,705) 82,705 -
Other interest-bearing loans and borrowings (non-current) (416,323) 416,323 -
Retained Earning 2.850.814 29.902 2.875.311

When measuring the lease liabilities for leases that were classified as operating leases, the Group discounted lease
payments using its incremental borrowing rate at 1 January 2019. The weighted-average rate applied is 7%.

The following table summarises the difference between the operating lease commitments disclosed under IAS 17 at 31
December 2018 in the Group’s financial statements and the lease liabilities recognised at 1 January 2019:

1 January 2019

£000
Operating lease commitments at 31 December 2018 as disclosed under IAS 17 698,968
Discounted using the incremental borrowing rate at 1 January 2019 (127,018)
Lease liabilities recognised as at 1 January 2019 571,950
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23. Dividends
No dividend has been declared for the period ended 31 December 2019 and no dividend was paid during the period.

24.  Cash generated from operating activities

Group 2019 2018
USS US$
Loss before income tax (1,551,996) (1,478,177)
Adjustments for '
- Depreciation 9,403 9,517
- Amortisation and impairment 98,049 428,253
- Proceeds from sale of asset (44,368) -
- No cash interest expense 37,202 -
- Movement in foreign exchange (385,513) . 240,530
- Share based payments 5,663 -
Movement in trade and other receivables (634,169) 291,977
Inventory movement 128,094 (48,811)
Movement in trade and other payables ) 1,335,258 (1,826,729)
Cash generated from operating activities (1,002,377) (2,383,440)

25.  Related party transactions

Details of Directors' remuneration are given in the Directors’ report.

As at the period end the Group does not have any controlling party.

26. Events after the reporting period

Following the reporting date and at the date of signing the Group has raised $1,840,000 from new and existing
shareholders.

The Board have reviewed and assessed the impact of the COVID-19 pandemic on the Group. In the near term, due to
the nature of the Group’s products, FDA clearance is expected to continue in line with current timescales. The longer-
term impact on oxygen requirements for recovering COVID-19 patients is yet unknown, however the Group believes
that there will be increased demand for oxygen related devices globally. The Group will continue to develop innovative
advanced oxygen solutions.
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