Registration number: 10848759

Smile Midco 2 Limited

Annual Report and Consolidated Financial Statements

for the Year Ended 31 March 2022

|

*

Ui

A4 12/12/2022 #
COMPANIES HOUSE



Smile Midco 2 Limited

Contents

Company Information
Strategic Report

Directors' Report

Statement of Directors' Responsibilities
Independent Auditor's Report

Consolidated Profit and Loss Account
Consolidated Statament of Comprehensive Income
Consolidated Balance Sheet

Balance Sheet

Consolidated Statement of Changes in Equity
Staterment of Changes in Equity

Notes to the Financial Statements

2t08

9to 11

12

13tc 16

17

18

19

20

21

22

2310 48



Directors

Registered office

Auditors

Smile Midco 2 Limited

Company Information

R Chapman
C Cole

T Crockford
J D Elliott

P Galligan
W Phillips

Minster Building
21 Mincing Lane
4th Floor
London

EC3R 7AG

Ernst & Young LLP

1 More London Place
London

SE1 2AF

Page 1



Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

The directors present their strategic report for the year ended 31 March 2022.

Principal activity and review of the business

The principal activity of the group is to help small and medium-sized enterprises ("SMEs") save time
and money on their business essentials. We leverage smart technology, data, and human expertise to
help SMEs sort their business energy, insurance, connectivity and finance.

The Smile Midco 2 Group ("Smile Group”, "Bionic Group" or “the Group”) uses tech-enabled human
experts to provide comparison, switching and intermediary services for over 143,000 (2021 - 107,000)
SMEs in the UK. The group receives a commission from a vetted panel of suppliers for successfully
switching customers to their services. The Group purpose is “Earning the lifetime loyalty of British
Businesses” and we achieve this by being trusted to make switching and saving easy for our
customers forever.

A summary of the results for the pericd and the financial position are set out in the financial
statements on pages 17 and 19.

The Directors plan to maintain the Group's position as a leading marketplace for comparison and
switching in the UK. They will do this through the combination of smart technolegy with an industry
leading team, and leveraging Group capabilities across a wider range of services.

On 14 May 2021, the acquisition of Business Comparison Group Limited completed, which provides
the Group with additional digital marketing capabilities, which are complementary to the Group's
existing activities.

On 14 July 2021 the Group purchased certain assets of Utility Exchange Online {trading as “Switch
My Business”) from the administrators of that company, including all book debts and their underlying
customer database.

Key performance indicators

The company measures and monitors, on a weekly and monthly basis, a broad range of key
performance indicators to ensure continuous improvement and progress towards achieving its
strategic objectives. The Directors are of the opinion that the following constitute the Group's key
perfermance indicators:

- Revenue

- EBITDA

- Annual revenue retention rate

- Custamer satisfaction, as measured by Net Promoter Score (‘NPS™)

Revenue continued to grow in the year, with growth rates of 43% YoY, particularly from new business.
EBITDA was £11.7m (2021 - £5.1m) for the period.

Net revenue retention rates (measured as the value of contracts which renew with us compared to the
previous sales value, on an annualised basis) remained high at 90% (2021 - 92%) showing the

success of our Do It For You service and the leve!l of customer service delivered.

Customer Net Promoter Score was consistently more than +80.
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Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

Key performance indicators {continued)

Highlights for the period included:

+ Strong new business revenue growth at 57% across the Group

» Maintaining strong renewal rates with existing customers through an improving proposition

« Completing the acquisition of Business Comparison Group Limited

« Maintaining strong relationships with suppliers through a difficult period for the energy market

Principal risks and uncertainties
The principal risks and uncertainties faced by the group are outlined below including an explanation
on how these risks are managed and mitigation strategies implemented:

Threat and risk of cyber security attack could adversely impact business operations and
customer trust

The group faces the ongoing threat of heing subject to a cyber security attack that could result in the
loss or disclosure of customer data or potential downtime of systems. Any breach could adversely
impact business operations andfor result in major data loss, which would have a negative impact on
reputation, reduce customer or partner trust and incur penalties. As the diversity, sophistication and
complexity of cyber-attacks continues to increase, the group continues to invest in technology, staff
training and awareness to prevent attacks and reduce their impact.

Uncertainty relating to the estimation of revenue by contract and accrued revenue
recoverability

Revenue recognised is underpinned by a number of key assumptions, including, in some cases, the
expected future consumption of customers, and is therefore inherently uncertain as further discussed
within the revenue recognition accounting policy note. Uncertainty is greatest for new connections and
is increased with the uncertainty caused by the global pandemic.

The Group has established a number of mitigating processes and controls to review and improve
accuracy of the values recognised, they include:

- Data cleanse process to confirm current consumption values with suppliers at the point of renewal;

« Use of external supplier data, with customer consent, to verify estimations within our digital journeys
and on the phone where possible

* Dedicated Quality Assurance team who review sale documentation and values captured;

* Reporting and monitoring of the key assumptions used in revenue recognition,

« Finance revenue meetings to review variances and track actual receipts to expected commissions;
and

» Dedicated Compliance Team reviewing sales and entity processes and controls.

The impact of the Covid-19 pandemic on the UK economy and specifically the impact on the
long-term viability of SME customers is inherently uncertain. The national lockdowns imposed over
the prior financial year introduced additional uncertainty around the level of energy consumed by UK
SME customers. We estimated the impact of these uncertainties based on data we receive from
suppliers and share this risk with energy suppliers through our contractual terms.

Increased market competition

New and existing competition who are better at meeting and delivering customer needs could reduce
the group's market share and growth opportunities. Maintenance and growth of customer acquisition
coupled with servicing the needs of and retaining renewal customers is fundamental to protecting and
growing market share.
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Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

The Group continues to invest in sources of lead acquisition, acquiring new partners and building on
current partner relationships, as well as, innovative product offerings such as the Do it for You
renewals service and new routes to market. The Group also regularly conducts monitoring and
benchmarking against competitor service offerings and pricing to ensure a market ieading proposition.

Energy market conditions

The energy market has gone through unprecedented turbulence over the last year which could
provide a credit risk if energy suppliers are unable to settle their debts with the Group. The Group only
works with a vetted panel of suppliers, including a continuing assessment of their credit worthiness.

In addition, the increase to market prices for electricity and gas may mean difficulties in obtaining
competitive prices for customers. We work closely with energy suppliers to ensure we are able to
meet customers’ needs.

Regulatory compliance

All group companies are regulated by a number of regulatory bodies, with Bionic Financial Services
Limited, Think Business Finance Limited and Business Comparison Limited all regulated by the
Financial Conduct Authority.

We employ experienced and dedicated compliance personnel who menitor compliance across the
group. Senior management encourage a culture of trust with our customers and ensure sufficient
focus is placed on these compliance activities.

Loss of key management and/or the inability to recruit and retain employees

The inability to identify and recruit skilled employees and ensure a continuous pipeline of new talent
could negatively impact the performance, growth potential and quality of service provided to
customers.

This is mitigated by:

* Experienced and established Senior Leadership Team;

* Investment in recruitment, training and induction;

* Engagement scores reviewed to respond to employee feedback; and
+ Staff benefits programme and recognition and reward initiatives.

Strategic risks

The general economic environment and political uncertainty have the potential to impact the markets
in which we operate. Reputational risk from customer claims, competitors, pariners, suppliers and
regulators could reduce our market share.

Meonitoring and regular horizon scanning of the regulatory landscape ensure we are prepared for
changes in the market.

Climate change
Climate-related issues are considered in terms of potential for contribution to these principal risks. The
issues considered include both the risk of physical disruption to the business from climate change,
and the risks and opportunities as the global economy transitions to significantly lower carbon
emissions. In the current period, the Board concluded that climate-related risks did not rise to the level
of a principal risk.
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Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

Statement by the directors in performance of their statutory duties in accordance with s172(1)

The board of directors consider, both individually and together, that they have acted in the way they
consider, in good faith, would be most likely to promote the success of the Group for the benefit of its
members as a whole having due regard in doing so for the matters set out in section 172(1) (a) to (f)
in the Companies Act 2006.

The Board is fully aware of its responsibilities to promote the success of the Group. A summary of
how we deliver for our stakeholders is outlined below.

After weighing up all relevant factors, the Directors consider which course of action best enables
delivery of our strategy through the long-term, taking into consideration the impact on stakeholders
and balancing the interests of all stakeholder groups.

Qur purpose is
to earn the
lifetime loyalty
of British
businesses

customers to smile
when thinking about us

Communicating with
them on the benefits of
saving money and
hassle on their
business essentials
and being able to
focus on growing their
own businesses within
their communities

Ensuring their
contracts are switched
to new suppliers with
minimum hassle and
with excellent
communication
throughout

customers every day
through our voice, email
and digital
communications
channels.

We track their
engagement through
NPS and trustpilot
feedback and review
this feedback monthly
to improve our services
and processes

We conduct regular
customer forums to
gain feedback on new
and existing product
features, benefits and
pricing

We explain the features
and benefits of products
that can enable
customers to save time
and money forever
such as the DIFY
proposition

Stakeholder Our Priorities How we engage 2022 Activities & Cutcomes
Group
Customers We want gur We engage with our We achieved Customer

NPS ratings consistently
over 80.

We continue to monitor and
improve individual agent-
level reporting of customer
satisfaction which is
factored into all sales
colleagues' performance
reviews and all our
remuneration schemes.

Our renewal metrics
remained incredibly strong
and stable, with a Net
Revenue Retention of over
90%.

We launched ‘The
Backbone’, our fortnightly
newsletter with news and
views relevant to small
business owners. And we
published 1,906 social posts
across Twitter and
Facebook, reaching a total
547,169 feeds.
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Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

Colleagues Investing more money | We go to exceptional Retained our World Class
Creati and time in our lengths to engage our Accreditation with Best
rea fng an colieagues’ colleagues and create Companies having a 78%
amazing place .
progression and an open culture. We response rate.
te work and
L development. have a clear plan on -
retaining key . The majority of our leaders
. how we recognise,
talent is key Focus on ways of . . have been promoted
- ) reward and incentivise | .
strategic focus | working and how we our colleagues internally through our
celebrate success i ' development schemes. We
celebrating success
together across the together currentiy have over 30
group ) colleagues participating in
Bolstering two-wa We are also passionate | our “Year of the Team
g . y about our Performance | Leader” and “Year of the
feedback with more . . ”
Culture that's built on a | Coach” programme.
surveys. formula of “Getting
Better every day” and
enabling our pecple to
thrive to be the best
version of themselves.
Partners Ensuring we operate in | We perform monthly We have proactively

Our partners
trust us to
represent their
brands and
provide
essential
services for
their
customers

accordance with
partner agreements
while providing stand
out service to our
shared customers

Renewing customer
partherships in
perpetuity for joint
benefit

and quarterly reviews
with key suppliers to
track performance on
shared metrics.

We provide regular
balanced scorecard
reporting ranging from
customer outcomes to
financial metrics

managed the lead volumes
and our capagcity through
working collaboratively with
our partners. We have
launched our direct
connectivity customer
journey with a key partner.
This has provided good
early results in terms of
conversion and customer
outcomes. We have also
been adding partnerships
within our finance division.
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Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

Suppliers

Maintaining an
engaged panel
of suppliers is

Operating responsibly
and ethically is vital to
our long term success
and we work with our
suppliers to ensure the

We have Gold partner
relationships with the
majority of our key
partners that uphold
customer centric

Gold supplier refationships
are in place with suppliers

that represent over 90% of
our sold contracts

esse.nt'ial to quality and standards of conduct Con‘s.astently receive
providing our - positive feedback and are
appropriateness of .
customers We complete due able to launch unique
) products for our . i .
with the best diligence and regular customer propositions with
duct customer base and to - ith thei 1
products ensure our systems revnev_vs with our eir suppo
. h suppliers generally on a
and theirs align to thi d rter!
provide both quality morll ¥ and quarterly
basis to track
data flows and a o ¢ d
quality service to our pertormance fowards
shared goals
customers
Community Supporting the We partner with the In addition to Childhood
We give back community we operate | Childhood Trust to Trust the business also
© give bac in alleviate the impact of supports Future Frontiers —
to our ) .
. child poverty with 24 employees enrolled
communities Encourage all our on the programme
collezues.tt:: vi::mteer W? p:owc_le regular mentoring under privileged
for a day :" _(e' f":': ) vo unrteer_ltr_lg d under 16 yr. olds to help
our o a chariy of thelr | apportunies an them through their GCSEs
cholce at the Laroup's eedbac and to think about their
expense career choices ahead. This
has proved extremely
successful and participants
on all sides have benefitted
greatly.
Employee charitable
donations are matched by
the Group.
Regulators We maintain regular Our Legal and We continue to comply with

and ongoing dialogue
with key regulatory
bodies including the
FCA, Ofgem and
others

Compliance team works
across the Group to
ensure it remains
comgpliant with new and
existing regulation.

our duties under the GDPR
and all relevant regulatory
regimes.
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Smile Midco 2 Limited

Strategic Report for the Year Ended 31 March 2022

Approved and authorised by the Board on 18 July 2022 and signed on its behalf by:
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Smile Midco 2 Limited

Directors' Report for the Year Ended 31 March 2022

The directers present their report and the financial statements for the year ended 31 March 2022.

Results and dividends
The group reported a loss for the year after taxation of £8,578,000 (2021 - loss of £14,689,000).

Dividends declared in the year were £nil {2021 - £nil).

Directors of the group
The directors who held office during the year were as follows:

R Chapman
C Cole

T Crockford
J D Elliott

P Galligan
W Phillips

Financial instruments

The group has established a risk and financial management framework whose primary objectives are
to protect the group from events that hinder the achievement of the group’s performance objectives.
The objectives aim to limit undue counterparty exposure, ensure sufficient working capital exists and
monitor the management of risk at a business unit level, refer to note 23.

Employment of disabled persons

In considering applications for employment from disabled people, the Group seeks to ensure that full
and fair consideration is given to the abilities and aptitudes of the applicant against the requirements
of the jobs which they have applied. Employees who become temporarily or permanently disabled are
given individual consideration and where possible, equal opportunities for training, career
development and promotions.

Employee involvement
The Group's policy is to consult and discuss with employees matters likely to affect employees’
interests. Information about matters of concern to employees is given through regular staff events,
such as monthly launches, saving zone launches three times a year, and regular updates on team
and Group performance,

Engagement with employees, suppliers, customers and other relationships
Details of engagement with employees, suppliers, customers and cther business relationships are
included in the Strategic Report, as the directors consider these are of strategic importance.

Carbon reporting

The Group is conscious of its energy usage and the impact on the environment and looks to reduce
usage where possible. The usage in the year of ¢. 344,000 kwH (2021 - 268,000 kwH) relates to the
purchase of electricity for our offices and is based on invoices. The current intensity ratio for the
reporting period was 1.5 (2021 - 1.7). This is calculated based on the kilograms of CO2 emissions
associated with the operating activities of the Group at ¢. 80,000kg (2021 - 83,000kg), divided by
number of contracts sold. In our calculations, we convert kWh to kg of carbon released based on
Greenhouse gas reporting: conversion factors from Department for Business, Energy and Industrial
Strategy. The conversion factor is 0.23314 kg CO2 for each kWh.
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Smile Midco 2 Limited

Directors' Report for the Year Ended 31 March 2022

Future developments

The group remains in a strong position to grow in the coming year based on an increased portfolio of
products and services and its strong renewals pipeline, with a majority of customers trusting us to
achieve continuous savings for them.

Research and development

Research and development relating to work done on our internal platforms and systems totalled
£3,032,000 for the year (2021 - £2,498,000), all of which was capitalised. Further research and
development costs relating to other projects of £523,000 (2021 - £673,000) was expensed.

Going concern
The Group made a loss for the year of £9.6m (2021 - loss of £14.7m) and has net current liabilities
{excluding debtors falling due after one year) of £85.2m (2021 - net current liabilities of £76.7m).

In determining whether the Group's annual financial statements can be prepared on a going concern
basis, the Directors have considered the Group's business activities, together with the factors likely to
affect its future development, performance and position, including the impact of the Covid-19
pandemic and the current volatility in the energy price market. The review also inciudes the financial
position of the Company and the wider Group that the Company is part of, their short term and
long-term cash flows, liquidity position and borrowing facilities. The Directors have considered the
pericd up to and including 31 March 2024 in making their assessment, as a detailed budget has been
prepared through to March 2023 and the reliability of renewal estimates gives a high degree of
predictability beyond this period to March 2024.

The key factors considered by the directors in making the assessment of going concern were as
follows:

» The implications of changes to the economic environment on the Group's revenues and profits, in
particular, the resilience of SMEs to the economic environment, future pricing and forecast energy
consumption. Consumption levels are expected to remain stable as the economy recovers post
pandemic, therefore no significant increase has been included in the forecasts. Live rates are being
closely monitored and are expected to be consistent with historical levels with businesses recovering
from the impact of Covid-19, and this has been factored into the forecasts.

» The underlying seasonality of the business and forecasts in respect of renewals revenue in Bionic
which is highly predictable.

» The £27.4m senior loan facility, £23.0m of which is not repayable until September 2024 and £4.4m
of which is repayable in instalments until September 2023. The facility is available for general
corporate purposes including working capital and letters of credit and was drawn down in full in
advance of the year end.

» The availability of the revolver loan of £5.0m of which £3.0m is drawn at year end and is available
until September 2023 and to which no additional conditions are attached.

» Intercompany balances with other Group companies and the prospects for continued support from
these companies throughout the going concern assessment period.

* Downside scenario models including the impact of economic and energy price deterioration on
liquidity and the covenants on the senior loan facility. This included consideration of mitigating actions
available to management, and within management's control, in these scenarios and demonstrated an
EBITDA reduction from management forecasts of 25% could be absorbed without covenants being
breached.
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Smile Midco 2 Limited

Directors’ Report for the Year Ended 31 March 2022

Having assessed the mitigating actions available and after making inquiries, the Directors are
confident that the required detericration in forecast EBITDA for a breach in the revised covenants is
implausible and therefore Group can continue as a going concern. Accordingly after making due
enguiries and considering the forecasts of the group throughout the going concern assessment period
to 31 March 2024, including plausible downside scenarios, the directors have concluded that the
group is able to settle liabilities as and when they fall due throughout that period and thus continue to
adopt the going concern basis for the preparation of these financial statements.

Disclosure of information to the auditor

Each director has taken steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the company's auditor is aware of that
information. The directors confirm that there is no relevant information that they know of and of which
they know the auditor is unaware.

Reappointment of auditors
The auditors Ernst & Young LLP are deemed to be reappointed under section 487(2) of the
Companies Act 2006.

Approved and authorised by the Board on 18 July 2022 and signed on its behalf by:

P Galliggn——"—
Direct
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Smile Midco 2 Limited

Statement of Directors’ Responsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards including Financial
Reporting Standard 102 "The Financial Reporting Standard applicable in the UK and Republic of
Ireland” and applicable law). Under company law the directors must not approve the financial
statements uniess they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period. In preparing these financial
statements, the directors are required to:

+ select suitable accounting policies and apply them consistently;
+ make judgements and accounting estimates that are reasonable and prudent;

+ state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the group's and the company's transactions and disclose with reascnable accuracy at any
time the financial position of the group and the company and enable them to ensure that the financial
statements comply with the Companies Act 2006. They are also responsible for safeguarding the
assets of the group and the company and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.
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Smile Midco 2 Limited

Independent Auditor's Report to the Members of Smile Midco 2 Limited

Opinion

We have audited the financial statements of Smile Midco 2 Limited (the ‘parent company’) and its
subsidiaries (the 'group’) for the year ended 31 March 2022, which comprise the Consolidated Profit
and Loss Account, Consolidated Statement of Comprehensive Income, Consclidated Balance Sheet,
Balance Sheet, Consolidated Statement of Changes in Equity, Statement of Changes in Equity, and
the related notes 1 to 31, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 'The Financial Reporting Standard
applicable in the UK and Republic of Ireland' (United Kingdom Generally Accepted Accounting
Practice).

In our opinion the financial statements:

+ give a true and fair view of the state of the group's and the parent company's affairs as at 31
March 2022 and of the group's loss for the year then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

+ have been prepared in accerdance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditors
responsibilities for the audit of the financial statements section of our report. We are independent of
the group and parent company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the director's use of the going concern
basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the group and
parent company's ability to continue as a going concern for a period of twenty months (to the end of
March 2024) from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are
described in the relevant sections of this report. However, because not all future events or conditions
can be predicted, this statement is not a guarantee as to the group's ability to continue as a going
concern.
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Smile Midco 2 Limited

Independent Auditor's Report to the Members of Smile Midco 2 Limited

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information
contained within the annual report.

Our apinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.
QOur responsibility is to read the other information and, in doing so, consider whether the cther
information is materially inconsistent with the financial statements or our knowledge obtained in the
course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a
material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of the other information, we are required
to report that fact.

We have nothing to report in this regard.

Opinion on other matter prescribed by the Companies Act 2006
In cur opinion, based on the work undertaken in the course of the audit:

= the information given in the Strategic Report and Directors' Report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

= the Strategic Report and Directors' Report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of our knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the Strategic Report and the
Directors' Report.

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

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

+ the parent company financial statements are not in agreement with the accounting records and
returns; or

+ certain disclosures of directors' remuneration specified by law are not made; or
+ we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the Statement of Directors’ Responsibilities set ocut on page 12, the
directors are responsible for the preparation of the financial statements and for being satisfied that
they give a true and fair view, and for such internal control as the directors determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the
parent company's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the directors either intend to
liquidate the group or the parent company or to cease operations, or have no realistic alternative but
to do so.
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Smile Midco 2 Limited

Independent Auditor's Report to the Members of Smile Midco 2 Limited

Auditor’s responsihilities for the audit of the financial statements

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

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

frregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud. The
risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through coliusion. The extent to which our procedures are capable
of detecting irregularities, including fraud is detailed below. However, the primary responsibility for the
prevention and detection of fraud rests with both those charged with governance of the entity and
management.

Our approach was as follows:

+ We obtained an understanding of the legal and regulatory frameworks that are applicable to the
company and determined that the most significant are United Kingdom Generally Accepted
Accounting Practice and the Companies Act 2006

+ We understood how Smile Midco 2 Limited is complying with those frameworks by making enquiries
of management, those charged with governance, and those responsible for legal and compliance
procedures. We corroborated our enquiries through our review of board minutes and by considering
the results of our audit procedures across other group companies. Qur assessment considered the
tone set from the top by senior management and the emphasis placed on a culture of honest and
ethical behaviour.

+ We assessed the susceptibility of the Company’'s financial statements to material misstatement,
including how fraud might occur by meeting with various members of management to gather their
views. We considered the programmes and controls that the company has established to address the
risks identified, or that ctherwise prevent, deter or detect fraud, and how senior management monitors
those programmes and controls.

* Based on this understanding we designed our audit procedures to identify noncompliance with such
laws and regulations. QOur procedures involved: enquiries of management, those charged with
governance and those responsible for legal and compliance procedures; and addressing the risk of
management override, primarily through tests of those journal entries identified as having higher-risk
characteristics and our challenge of the assumptions made by management in respect of accounting
estimates for indications of potential bias.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor's report.
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Smile Midco 2 Limited

Independent Auditor's Report to the Members of Smile Midco 2 Limited

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state to the
company's members those matters we are required to state to them in an auditor's report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s members as a body, for our audit work, for this
report, or for the opinions we have formed.

C sk & ﬂou/y\\(‘j Ler

Steve Dobsen (Senior Statutory Auditor)
For and on behalf of Emst & Young LLP, Statutory Auditor
London

18 July 2022
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Smile Midco 2 Limited

Consolidated Profit and Loss Account for the Year Ended 31 March 2022

Turnover

Cost of sales

Gross profit
Administrative expenses
Operating loss:

Operating loss before exceptional costs
Exceptional costs

Operating loss
Interest payable and similar expenses

Loss before tax
Income tax recovery on loss
Loss for the financial year

Loss attributable to:
Owners of the company

The notes on pages 23 to 48 form an integral part of these financial statements.
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Note

(4]

11

12

2022 2021
£ 000 £ 000
67,479 47,272
(35,252) (24,270)
32,227 23,002
(32,572) (29,160)
(345) (6,158)
- (1,164)
(345) (7,322)
(8,740) (8,044)
(9,085) (15,366)
(493) B77
(9,578) (14,689)
(9,578) (14,689)




Smile Midco 2 Limited

Consolidated Statement of Comprehensive Income for the Year Ended 31

March 2022
2022 2021
£ 000 £ 000
Loss for the year {9,578) (14,689)
Total comprehensive expense for the year (9,5678) (14 ,689)
Total comprehensive expense attributable to:
Owners of the company (9,578) (14,689)

The notes on pages 23 to 48 form an integral part of these financial statements.
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Smile Midco 2 Limited

(Registration number: 10848759)

Consolidated Balance Sheet as at 31 March 2022

Fixed assets
Intangible assets
Tangible assets
Other financial assets

Current assets

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

Creditors: Amounts falling due within one year

Net current liabilities

Total assets less current liabilities

Creditors: Amounts falling due after more than one year
Provisions for liabilities

Net liabilities

Capital and reserves
Called up share capital
Other reserves

Profit and loss account

Equity attributable to owners of the company

Total equity

Note

13
14
16

17
17
18

19

19
21

24
25

2022 2021

£ 000 £ 000
61,243 59,305
1,035 959
11 7
62,289 60,271
3,317 3,077
10,673 11,289
4,329 4,684
18,319 19,050
(100,162) (92,624)
(81,843) (73,574)
(19,554) (13,303)
(27,399) (23,044)
(829) (2,019)
(47,782) (38,366)
591 429
(48,373) (38,795)
(47,782) (38,366)
(47,782) (38,366)

Approved and authorised by the Board on 18 July 2022 and signed on its behalf by:

T Crockford
Director

The notes on pages 23 to 48 form an integral part of these financial statements.
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Smile Midco 2 Limited

(Registration number: 10848759)
Balance Sheet as at 31 March 2022

2022 2021

Note £ 000 £ 000
Fixed assets
Investments 15 - -
Current assets
Debtors 17 79,479 72,353
Creditors: Amounts falling due within one year 19 {79,558) {72,398)
Net current liabilities (79) (45)
Net liabilities {79) (45)
Capital and reserves
Called up share capital 24 - -
Profit and loss account {79) (45)
Total equity (79) (43)

The company made a loss after tax for the financial year of £34,000 (2021 - loss of £23,000).

Approved and authorised by the Board on 18 July 2022 and signed on its behaif by:

T Crockford
Director

The notes on pages 23 to 48 form an integral part of these financial statements.
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Smile Midco 2 Limited

Consolidated Statement of Changes in Equity for the Year Ended 31 March

At 1 April 2021
Loss for the year
Movement in other reserves

At 31 March 2022

At 1 April 2020
Loss for the year
Movement in other reserves

2022
Equity attributable to the parent company

Other Profit and
Share capital reserves loss account Total equity
£ 000 £ 000 £ 000 £ 000
- 429 {38,795) (38,366)
- - (9,578) (9,578)
- 162 - 162
- 591 (48,373) (47,782)

Other Profit and
Share capital reserves  loss account Total equity
£ 000 £ 000 £ 000 £ 000
- 296 (24,106) (23,810)
- - {14,689) (14,689)
- 133 - 133
- 429 {38,795) (38,366)

At 31 March 2021

The notes on pages 23 to 48 form an integral part of these financial statements.
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Statement of Changes in Equity for the Year Ended 31 March 2022

At 1 April 2021
Loss for the year

At 31 March 2022

At 1 April 2020
Loss for the year

At 31 March 2021

The notes on pages 23 to 48 form an integral part of these financial statements.

Smile Midco 2 Limited

Profit and
Share capital loss account Total
£ 000 £ 000 £ 000
- (45) {45)
- (34} (34)
- (79) (79)
Profit and
Share capital loss account Total
£ 000 £ 000 £ 000
- (22) (22)
- (23) (23)
- (45) (45)
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

1 General informatjon
The company is a private company limited by share capital, incorpeorated in England and Wales.

The address of its registered office is:
Minster Building

21 Mincing Lane

4th Floor

London

EC3R 7AG

2 Accounting policies

Summary of significant accounting policies and key accounting estimates

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

Statement of compliance

These financial statements were prepared in accordance with Financial Reporting Standard 102 "The
Financial Reporting Standard applicable in the United Kingdom and Republic of lreland and the
Companies Act 2006,

Basis of preparation
These financial statements have been prepared using the historical cost convention except that as
disclosed in the accounting policies certain items are shown at fair value.

The consolidated financial statements include the results of all subsidiaries owned by Smile Midco 2
Limited as listed in note 15 of the annual financial statements. Certain of these subsidiaries, which are
listed below, have taken the exemption from an audit for the year ended 31 March 2022 by virtue of
$479A of Companies Act 20086. In order to allow these subsidiaries to take the audit exemption, the
parent company Smile Topco Limited has given a statutory guarantee, in line with s479C of
Companies Act 2006, of all the outstanding liabilities as at 31 March 2022, of the subsidiaries listed
below, further details of which are provided in Smile Topco Limited accounts. The subsidiaries which
have taken an exemption from an audit for the year ended 31 March 2022 by virtue of s479A
Companies Act 2006 are:

UK Power Limited

Make it Cheaper Trustees Limited
Triple S Promotions Limited
Business Juice Limited

SK Utilities Limited

Business Comparison Group Limited
Under B1 Limited

Page 23



Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies (continued)

Going concern
The Group made a loss for the year of £9.6m (2021 - loss of £14.7m) and has net current liabilities
(excluding debtors falling due after one year) of £85.2m {2021 - net current liabiiities of £76.7m).

In determining whether the Greup's annual financial statements can be prepared on a going concern
hasis, the Directors have considered the Group's business activities, together with the factors likely to
affect its future development, performance and position, including the impact of the Covid-19
pandemic and the current velatility in the energy price market. The review also includes the financial
position of the Company and the wider Group that the Company is part of, their short term and
long-term cash flows, liquidity position and borrowing facilities. The Directors have considered the
period up to and including 31 March 2024 in making their assessment, as a detailed budget has been
prepared through to March 2023 and the reliability of renewal estimates gives a high degree of
predictability beyond this period to March 2024.

The key factors considered by the directors in making the assessment of going concern were as
follows:

+ The implications of changes to the economic environment on the Group’'s revenues and profits, in
particular, the resilience of SMEs to the economic environment, future pricing and forecast energy
consumption. Consumption levels are expected to remain stable as the economy recovers post
pandemic, therefore no significant increase has been included in the forecasts. Live rates are being
closely monitored and are expected to be consistent with histerical levels with businesses recovering
from the impact of Covid-19, and this has been factored into the forecasts.

+ The underlying seascnality of the business and forecasts in respect of renewals revenue in Bionic
which is highly predictable.

* The £27.4m senior loan facility, £23.0m of which is not repayable until September 2024 and £4.4m
of which is repayable in instalments until September 2023. The facility is available for general
corporate purposes including working capital and letters of credit and was drawn down in full in
advance of the year end.

= The availability of the revolver loan of £5.0m of which £3.0m is drawn at year end and is available
until September 2023 and to which no additional conditions are attached.

+ Intercompany balances with other Group companies and the prospects for continued support from
these companies throughout the going concern assessment period.

« Downside scenario models including the impact of economic and energy price deterioration on
liquidity and the covenants on the senior loan facility. This included consideration of mitigating actions
available to management, and within management's control, in these scenarios and demonstrated an
EBITDA reduction from management forecasts of 25% could be absorbed without covenants heing
breached.

Having assessed the mitigating actions available and after making inquiries, the Directors are
confident that the required deterioration in forecast EBITDA for a breach in the revised covenants is
implausible and therefore Group can continue as a going concern. Accordingly after making due
enquiries and considering the forecasts cf the group throughout the going concern assessment period
to 31 March 2024, including plausible downside scenarics, the directors have concluded that the
group is able to settle liabilities as and when they fall due throughout that period and thus continue to
adopt the going concern basis for the preparaticn of these financial statements.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies (continued)

Exempticns for qualifying entities under FRS102

The company has taken advantage of the following disclosure exemptions in preparing these financial
statements, as permitted by FRS 102 "The Financial Reporting Standard applicable in the UK and
Repubiic of Ireland":

= the requirements of Section 7 Statement of Cash Flows;
» the requirements of Section 3 Financial Statement Presentation paragraph 3.17(d);
+ the requirements of Section 33 Related Party Disclosures paragraph 33.7.

The information is included in the consolidated financial statements of Smile Topco Limited as at 31
March 2022 and these financial statements may be obtained from the registered office.

Basis of consolidation
The group consolidated financial statements include the financial statements of the company and all
of its subsidiary undertakings.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.
Adjustments are made to eliminate the profit and loss arising on transactions with associates to the
extent of the group's interest in the entity.

The group financial statements are presented in pounds sterling.
The company's functional and presentation currency is the pound sterling.

A separate Profit and Loss Account for the parent company has not been prepared as permitted by
section 408 of the Companies Act 2006.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefit will fiow to the
company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

« the significant risks and rewards of ownership have been transferred to the buyer;

« the company retains no continuing involvement or control cver the goods;

« the amount of revenue can be measured reliably;

« it is probable that future economic benefits will flow to the entity; and

- when the specific criteria relating to each of the company's sales channels have been met, as
described below.

Customer energy contracts

Turnover represents commissions earned and is recognised at the point at which a custorner applies
for a new contract. Commissions are calculated based on expected energy use by the business
customer at agreed commission rates with the energy suppliers. At point of sales, provision is made
for:

« Possible variations between expected consumption and that used by suppliers for commission
payment purposes where these differ; and

» Contracts that may fail to commence with suppliers or fail during the contract period.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies {continued)

Other customer contracts
Commissions relating to insurance contracts are recognised at the point at which a customer signs a
new policy or renews a policy.

Commissions relating to finance contracts are recognised at the point at which the agreement is in
place.

Government grants

Money transferred to the Group by the UK government, government agencies or similar bodies are
recognised at fair value, when the Group is certain that the grant will be received. Grants are
disclosed in the notes to the accounts.

Business combinations and goodwill
Business combinations are accounted for by applying the purchase method.

The cost of a business combination is the fair value of the consideration given, liabilities incurred or
assumed and of equity instruments issued.

Contingent consideration is initially recognised at estimated amount where the consideration is
probable and can be measured reliably. Where (i) the contingent consideration is not considered
probable or cannot be reliably measured but subsequently becomes probable or measurable or (i)
contingent consideration previously measured is adjusted, the amounts are recognised as an
adjustment to the cost of the business combination.

On acquisition of a business, fair values are attributed to the identifiable assets, liabilities and
contingent liabilities unless the fair value cannot be measured reliably, in which case the value is
incorporated in goodwill, Where the fair value of contingent liabilities cannot be reliably measured they
are disclosed on the same basis as other contingent liabilities.

Goodwill recognised represents the excess of the fair value of the purchase consideration and directly
attributable costs over the fair values to the group's interest in the identifiable net assets, liabilities and
contingent liabilities acquired.

On acquisition, goodwill is allocated to cash-generating units ('CGUSs') that are expected to benefit
from the combination.

Goodwill is amortised over its expected useful life which is estimated to be 10 years. Goodwill is

assessed for impairment when there are indicators of impairment and any impairment is charged to
the profit and loss account. No reversals of impairment are recognised.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies (continued)

Intangible assets and amortisation
All intangible assets are initially recognised at cost and considered to have a finite useful life. If a
reliable estimate of the useful life cannot be made, the useful life shall not exceed ten years.

Amortisation is calculated, using the straight-line method, to allocate the depreciable amount of the
assets to their residual values over their estimated useful lives, as follows:

Software development - 4 years
Trademarks - 4 years

Customer lists - 2 to 10 years
Domain names - 10 years
Contractual relationships - individual

Costs associated with maintaining computer software are recognised as an expense as incurred,
Development costs that are directly attributable to the design and testing of identifiable and unique
software products controlled by the company are recognised as intangible assets when the following
criteria are met;

- it is technically feasible to complete the software so that it will be available for use;

« management intends to complete the software and use or sell it;

« there is an ability to use or sell the software;

+ it can be demonstrated how the software will generate probable future economic benefits;

» adequate technical, financial and other resources to complete the development and to use or sell the
software are available; and

+ the expenditure attributable to the software during its development can be reliably measured.

Other development expenditures that do not meet these criteria are recognised as an expense as
incurred. Development costs previously recognised as an expense are not recognised as an asset in
a subsequent period,

Contractual relationships held by acquired subsidiaries are initially recognised at cost equal to their
fair value and amortised across their useful life (3 years) which is determined by management based
on the length of contract and the history of retention.

Tangible assets and depreciation

Fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses,
Cost includes the original purchase price, costs directly attributable to bringing the asset to its working
condition for its intended use, dismantling and restoration costs.

Depreciation is charged at the following rates on a straight line basis to write off the cost over their
estimated useful lives:

Fixtures and fittings - 25% straight line
Motor vehicles - 25% straight line
Office equipment - 25% straight line

The assets' residual values and useful lives are reviewed, and adjusted as appropriate, at the end of
each reporting period. The effect of any change is accounted for prospectively.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies {continued)

Investments in subsidiaries
Investments held as fixed assets are stated at cost less accumulated impairment losses.

The carrying value of fixed asset investments is reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable.

Short-term debtors and creditors

Debtars and creditors with no stated interest rate and receivable or payable within one year are
recorded at transaction price. Any losses arising from impairment are recognised in the statement of
comprehensive income in other operating expenses.

Cash

Cash and short-term deposits in the statement of financial position comprise cash at bank and on
hand and short-term highly liquid deposits with a maturity of three months or less, that are readily
convertible to a known amount of cash and subject to an insignificant risk of changes in value.

Financial instruments
The company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of financial instruments.

i. Financial assets

Basic financial assets, including trade and other receivables, cash and bank balances and
investments, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction, where the transaction is measured at the present value of the future receipts
discounted at a market rate of interest. Such assets are subsequently carried at amortised cost using
the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for
objective evidence of impairment. If an asset is impaired the impairment loss is the difference
between the carrying amount and the present value of the estimated cash flows discounted at the
assel's original effective interest rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does
not exceed what the carrying amount would have been had the impairment not previously been
recognised. The impairment reversal is recognised in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled, or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c} despite having retained some significant risks and rewards of
ownership, control of the asset has been transferred to another party who has the practical ability to
unilaterally sell the asset to an unrelated third party without imposing additional restrictions.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies (continued)
ii. Financial liabifities

Basic financia! liabilities, including trade and other payables, bank loans and loans from fellow Group
companies, are initially recognised at transaction price, unless the arrangement constitutes a
financing transaction, where the debt instrument is measured at the present value of the future
rcceipts discounted at a market rate of interest.

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

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the
extent that it is probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent there is no evidence that it is probable that some
or all of the facility will be drawn down, the fee is capitalised as a prepayment for liquidity services and
amortised over the period of the facility to which it relates.

Trade payables are obligations to pay for goods or 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. If not, they are presented as non-current liabilities. Trade payables are
recognised initially at transaction price and subsequently measured at amortised cost using the
effective interest method.

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic
financial instruments,

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and
are subsequently re-measured at their fair value. Changes in the fair value of derivatives are
recognised in profit or loss in finance costs or finance income as appropriate, unless they are included
in a hedging arrangement.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

ifi. Offsetting

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

iv. Hedging

The Group does not generally apply hedge accounting in respect of interest rate cap contracts held to
manage the cash flow exposures of debt instruments.

Finance costs

Finance costs are charged to the Statement of Comprehensive Income over the term of the debt
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associated capital
instrument.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies (continued)

Share based payments
The group provides share-based payment arrangements to certain employees.

Equity-settled arrangements are measured at fair value (excluding the effect of non-market based
vesting conditions) at the date of the grant. The fair value is expensed on a straight-line basis over the
vesting period. The amount recognised as an expense is adjusted to reflect the actual number of
shares or options that will vest.

Where equity-settled arrangements are modified, and are of benefit to the employee, the incrementat
fair value is recognised over the period from the date of maodification to date of vesting. Where a
modification is not beneficial to the employee there is no change to the charge for share-based
payment. Settlements and cancellations are treated as an acceleration of vesting and the unvested
amount is recegnised immediately in the profit and loss account.

The company has no employees and thus there is no charge in the profit and loss account for
share-based payments.

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated into sterling at the
rates of exchange ruling at the balance sheet date. All differences are taken to the profit and loss
account.

Pension scheme
The company operates a defined contribution pension scheme and costs are expensed as incurred.

Interest income

Interest income is recognised in the statement of comprehensive income using the effective interest
method.

Borrowing costs
All borrowing costs are recognised in the statement of comprehensive income in the year in which
they are incurred.

Provisions
A provision is recognised when the group has a legal or constructive obligation as a result of a past
event and it is probable that an outflow of economic benefits will be required to settle the obligation.

If a liability cannot be reliably measured or is not considered probable but possible and remains
contingent it is disclosed as a contingent liability.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

2 Accounting policies (continued)

Deferred tax

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet
date to pay more tax, or a right to pay less tax, at a future date, at rates that are expected to apply
when they crystallise based on current tax rates and law. Timing differences arise from the inclusion
of items of income and expenditure in taxation computations in periods different from those in which
they are included in the financial statements. Deferred tax assets are recognised only to the extent
that the directors consider that it is more likely than not that there wili be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted.

Leases

Operating leases

Rentals payable relating to operating leases are charged in profit and less account on a straight line
basis over the lease term. Lease incentives are recognised as a reduction to the expense on straight
line basis over the lease term.

Hire purchase and finance leases

Assets held under finance leases are recognised in the statement of financial position as assets and
liabilities at the lower of the fair value of the assets and the present value of the minimum lease
payments, which is determined at the inception of the lease term. Any initial direct costs of the lease
are added to the amount recognised as an asset.

Lease payments are appertioned between the finance charges and reduction of the cutstanding lease
liability using the effective interest method. Finance charges are allocated to each period so as to
produce a constant rate of interest on the remaining balance of the liability,

3 Critical accounting judgements and estimation uncertainty

Estimates and judgements are continuafly 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 accounting estimates and assumptions

The company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below.

In preparing the financial statements, the board of directors have considered the impact of the
physical and transition risks of climate change as set out in the Strategic Report but have concluded
that it does not have a material impact on the carrying values of investments or the recognition and
measurement of the assets and liabilities in these financial statements as at 31 March 2022.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

3 Critical accounting judgements and estimation uncertainty (continued)

Revenue recognition (note 17)

a. Energy Live Rate

At point of sale agreement with a customer there is a chance that a meter that has been agreed to
move to a new contract will not ultimately transfer. This is addressed by applying a Live Rate
provision to revenue at the point of sale based on historical rates by type of business. Live rates are
estimated based on rolling historic average of contracts sold that subsequently went live as measured
by the expected go live date of the relevant contract. This historic measure is tracked maonthly.

b. Energy Consumption Provision Rate

The company invests significant time ensuring that the customer energy consumption data that js
passed to suppliers, and is the basis of commission received, is accurate and measurable. However,
across the course of an energy contract there remains potential for consumption to vary through e.g.
change of business practices, energy efficiency initiatives or even change of tenancy leading to the
end of a contract. To address these changes a consumption provision is applied to expected revenue
at the point of sale based on historical levels of commission received by business type and by
supplier. Cash received is also tracked against each individual contract and in aggregate according to
the types of commercial arrangement agreed with suppliers. This ensures that as suppliers provide
information throughout and at the end of the contract the provisions remain up to date and
appropriate. In addition, an exira provision has been applied in the prior year to estimate the impact
on consumption of national and local lockdowns due to the COVID pandemic. To estimate the
potential impact the customer base was assessed by SIC code and likely economic outcomes
modelled and discussed with suppliers to align with their industry held data on customer consumption
in key SIC codes to ensure an aligned approach.

Impairment of intangible assets {note 13)

Annually, the company considers whether intangible assets are impaired. Where an indication of
impairment is identified due to, for example, a material change in the profitability or future
performance potential of the business, the recoverable value must be estimated. This requires
forecasting of the future cash flows from the CGUs and also selection of appropriate discount rates in
order to calculate the net present value of those cash flows.

Contingent consideration (note 21}

The SK Utilities Limited and Think Business Finance Limited acquisition agreements included
contingent consideration elements where the consideration payable is dependent on the future
performance of the business. In accounting for the acquisitions, an estimate must be made of the
value of the contingent consideration. This requires forecasting of the future components of the
contingent consideration calculations such as revenue, contracts sold and EBITDA as well as
selection of an appropriate discount rate to calculate the present value of the payments. The key
judgements are around the expected future performance of the business units which is estimated on
year to date performance, plus run rating actions completed to date such as new systems
implementations or ways of working changes and then the expected future key metrics and budgets of
each business unit. The estimate is reviewed annually, and any adjustment recognised as a change in
goodwill.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

4 Revenue

The analysis of the group's revenue for the year from continuing operations is as follows:

2022 2021

£ 000 £ 000
Price comparison and switching services 67,479 47,272
All turnover arose within the United Kingdom.
5 Operating loss
Arrived at after charging/(crediting)

2022 2021

£ 000 £ 000
Depreciation expense 566 474
Amortisation expense 11,397 10,544
Operating lease expense 1,071 971
Loss on disposal of property, plant and equipment 25 18
Loss on disposal of intangible assets 34 267
6 Exceptional costs

2022 2021

£ 000 £ 000
Pre-acquisition write-down - 1,164

The pre-acquisition write down cost comprises the write down of the accrued revenue receivable
relating to contracts sold by Triple S Promaotions Limited and SK Utilities Limited prior to acquisition by
the Group following the receipt of new information from energy suppliers as to their recoverability.
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Smile Midco 2 Limited

Notes to the Financial Statements for the Year Ended 31 March 2022

7 Auditors' remuneration

2022 2021
£ 000 £ 000
Audit of these financial statements 30 20
Audit of the financial statements of subsidiaries of the company 165 138
195 158

Other fees to auditors
Tax compliance 48 42
Tax advisory 44 41
92 83

The figures for auditors’ remuneration for the company required by regulation 5(1}b of the Companies
(Disclosure of Auditor Remuneration and Liability Limitation Agreements) Regulations 2008 are not
presented as the consolidated financial statements comply with this regulation on a consolidated

basis.

8 Staff costs

The aggregate payroll costs (including directors’ remuneration) were as follows:

2022 2021

£ 000 £ 000

Wages and salaries 24,875 20,340
Social security costs 2,822 2,088
Pension costs, defined contribution scheme 444 342
Share-based payment expenses 162 133
28,303 22,903
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Smile Midco 2 Limited

Notas to the Financial Statements for the Year Ended 31 March 2022

8 Staff costs (continued)

The company had no employees during the year (2021 - none).
Staff costs of £2,261,000, included above, have been capitalised in the year (2021 - £1,455,000).

During the year the Group applied for and received £23,000 (2021 - £998,000) of government
assistance under the Coronavirus Job Retention Scheme.

The average number of persons employed by the group (including directors) during the vear,
analysed by category was as follows:

2022 2021
No. No.
Management 16 15
Sales 383 293
Finance 13 12
Marketing 19 15
Human Resources 1 11
Operations 61 64
Technology and Product 51 48
554 458
9 Directors’ remuneration
The directors’ remuneration for the year was as follows:
2022 2021
£ 000 £ 000
Remuneration 774 645
Contributions paid to money purchase schemes 14 10
788 655

Post employment benefits are accruing to three directors (2021 - two) under a defined contribution
pension scheme. No directors were members of a defined benefit pension scheme (2021 - none).

No directors received share options in the parent's shares during the year (2021 - none). No directors
exercised share options during the year (2021 - none).

In respect of the highest paid director;

2022 2021
£ 000 £ 000
Remuneration 408 396
Company contributions to money purchase pensicn schemes 1 -
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10 Share-based payments

Smile Topco share option scheme

The Group operates an equity-settled share-based payment scheme for its directors and employees.
The scheme relates to shares in Smile Topco Limited.

Certain employees participate in the share option scheme based on length of service and their role
within the business. The options vest in accordance with a vesting schedule for each employee and
once vested, are exercisable on any future sale of the Smile group. Vesting is subject to continued
employment within the group and meeting individual performance targets. The shares over which the
options are held, are held as treasury shares by the Employee Benefit Trust, Make it Cheaper
Trustees Limited. Make it Cheaper Trustees Limited holds 8,201,567 (2021 - 7,251,568) acquired for
the cost of £10,502.

The movements in the number of share options during the year were as follows:

2022 2021

Number Number

Outstanding at start of year 8,811,633 8,831,068
Forfeited during the year (51,501) {19,435)
Outstanding at end of year 8,760,132 8,811,633

All share options have an exercise price of 1p.

The total expense recognised in profit or loss for the year was £132,000 (2021 - £133,000). The share
options have been valued using a Black-Scholes option pricing model.

In addition to the share option scheme, during the year certain employees were gifted beneficial
interest in 724,995 shares in Smile Topco Limited in the event of a future sale of the Group. This
award was determined to be an equity-settled share-based payment. Vesting of the interest is
subjected to continued employment within the Group until the time of a sale. The fair value of the
award was determined to be £60,000 and was measured using the probability-weighted expected
returns method which was determined to be the most reliable and appropriate valuation method for
these shares at the current time. The total expense recognised in profit or loss for the year was
£30.000 (2021 - nil).

11 Interest payable and similar expenses

2022 2021
£ 000 £ 000
Interest on bank overdrafts and borrowings 1,174 974
Interest on obligations under finance leases and hire purchase
contracts 1 5
Other finance costs 439 579
Interest payable on loans from group undertakings 7,126 6,486
8,740 8,044
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12 Taxation
Tax charged/(credited) in the income statement
2022 2021
£ 000 £ 000
Deferred taxation
Arising from origination and reversal of timing differences 536 (262)
Arising from changes in tax rates and laws 138 -
Adjustments in respect of previous periods {181) {415)
Total deferred taxation 493 (677)

The tax on losses before tax for the year is higher than the standard rate of corporation tax in the UK

{2021 - lower than the standard rate of corporation tax in the UK) of 19% (2021 - 19%,).

The differences are reconciled below:

2022 2021

£000 £ 000
Loss before tax (9,085) (15,366)
Corporation tax at standard rate (1,726) (2,920)
Effect of non-deductible amortisation of goodwill and impairment 1,128 1,450
Effect of expense not deductible for tax purposes (other than
goodwill) 1,003 186
Deferred tax adjustments from previous periods (181) (415)
Deferred tax expense relating to changes in tax rates or laws 138 -
Movement in unrecognised deferred tax (209) -
Effect of group relief 1,258 1,181
Effect of adjustment in research and development tax credit {918) (159}
Total tax charge/(credit) 493 (677)

Factors that may affect future tax charges

The UK Government announced in the 2021 budget that from 1 April 2023, the rate of corperation tax
in the United Kingdom will increase from 19% to 25%. Companies with profits of £50,000 or less will
continue tc be taxed at 19%, which is a new small profits rate. Where taxable profits are between
£50,000 and £250,000, the higher 25% rate will apply but with a marginal relief applying as profits

increase,
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13 Intangible assets

Group
Other Contractual Software
Goodwill intangibles relationships development Total
£ 000 £ 000 £ 000 £ 000 £ 000

Cost or valuation
At 1 April 2021 75,752 512 3,165 10,413 89,842
Additions internally
developed - - - 3,032 3,032
Additicns acquired
separately - 3,080 - - 3,080
Acquired through
business combinations 8,038 - - 425 8,463
Adjustments (1,208) - - - {1,206)
Disposals - - - (34) (34)
At 31 March 2022 82,584 3,592 3,165 13,836 103,177
Amortisation
At 1 April 2021 23,811 366 3,165 3,195 30,537
Amortisation charge 8,294 261 - 2,842 11,397
At 31 March 2022 32,105 627 3,165 6,037 41,934
Carrying amount
At 31 March 2022 50,479 2,965 - 7,799 61,243
At 31 March 2021 51,941 146 - 7,218 59,305

Adjustments to goodwill predominantly relate to changes in the estimation of contingent consideration.
Amecrtisation is included in Administrative Expenses.

The aggregate amount of research and development expenditure recognised as an expense during
the period is £523,000 (2021 - £673,000).

Individually material intangible assets

CRM and online system

The carrying amount of this asset is £2,371,000 (2021 - £3,213,000) and the remaining amortisation
period is 1.8 years (2021 - 2.6 years). The CRM online system enables Bionic to effectively deliver its
services to its customers.
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14 Tangible assets

Group

Cost or valuation
At 1 April 2021
Additions
Disposals

At 31 March 2022

Depreciation

At 1 April 2021
Charge for the year
Eliminated on disposal

At 31 March 2022
Carrying amount
At 31 March 2022

At 31 March 2021

15 Investments

Company

Investments in subsidiaries

Fixtures and Office Motor
fittings equipment vehicles Total
£ 000 £ 000 £ 000 £ 000
1,107 841 122 2,070
387 306 - 693
(19} (95) {43) {157}
1,475 1,052 79 2,606
690 327 94 1,111
332 217 17 566
{15) (59) {32) {106}
1,007 485 79 1,571
468 567 - 1,035
417 514 28 959
2022 2021
£ 000 £ 000
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Smile Midco 2 Limited

15 Investments {continued)

Subsidiary undertakings

The following were subsidiary undertakings of the company:

Name

Smile Bidco Limited
Bionic Services Group
Limited*

Bionic Services Limited*

Bionic Financial
Services Limited”

UK Power Limited*

Triple S Promotions
Limited*
SK Utilities Limited*

Business Juice Limited*

Think Business Finance
Limited*

Business Comparison
Group Limited*
Business Comparison
Limited*

Under B1 Limited*

Make it Cheaper
Trustees Limited*

Make it Cheaper Group
Limited*

Make it Cheaper
Limited”

Make it Cheaper
Financial Services
Limited*

* indirect holding

Principal activity
Holding company
Holding company

Price comparison and switching
service

FCA authorised general
insurance broker

Price comparison and switching
service

Price comparison and switching
service

Price comparison and switching
service

Price comparison and switching
service

Price comparison and switching
service
Holding company

Lead generation service

Data provisicon
Employee benefit trust

Dormant
Dormant

Dormant
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Class of
share

Crdinary
Ordinary

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

Ordinary
Ordinary

Ordinary
Ordinary

Ordinary

Holding
100%
100%

100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%

100%
100%

100%
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15 Investments (continued)

The registered address of Business Comparison Group Limited and Business Comparison Limited is
Century House, Old Mill Place, Tattenhall, Chester, CH3 9RJ.

The registered address of all other subsidiary undertakings is Minster Building, 21 Mincing Lang, 4th
Floor, London, EC3R 7AG.
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16 Other financial assets

Group

Non-current financial assets

At 1 April 2021
Additions

At 31 March 2022

17 Debtors

Due after more than one year

Accrued income

Due within one year

Trade debtors

Amcunts owed from group

undertakings

Other debtors
Prepayments
Accrued income
Deferred tax assets

18 Cash and cash equivalents

Cash at bank and in hand

Total

£ 000

7

4

i1

Group Company

2022 2021 2022 2021

£ 000 £ 000 £ 000 £ 000

3,317 3,077 - -

Group Company
2022 2021 2022 2021
Note £ 000 £ 000 £ 000 £ 000
1,366 2,665 - -
1,166 829 79,479 72,353
438 288 - -
850 674 - -
6,548 6,036 - -
22 307 797 - -
10,673 11,289 79,479 72,353
Group Company

2022 2021 2022 2021
£ 000 £ 000 £ 000 £ 000
4,329 4684 - -
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19 Creditors

Duc within onc year
Loans and borrowings
Trade creditors

Amounts due to group
undertakings

Social security and other taxes
Other payables

Accruals and deferred income
Corporation tax

Deferred consideration

Due after one year
Loans and borrowings

Amounts owed to group undertakings are unsecured,

repayable on demand.

20 Loans and borrowings

Non-current loans and borrowings

Seniar loans
Revolver loan

Group Company

2022 2021 2022 2021

Note £ 000 £ 000 £ 000 £ 000
20 2,565 1,265 - -
3,038 3,938 - -

82,734 72,649 79,658 72,398

2,687 5,162 - -

1.632 1,643 - -

6,913 6,264 - -

- 3 - -

593 1,700 - -

100,162 92,624 79,558 72,398

20 27,399 23,044 - -
have no fixed date of repayment and are

Group Company

2022 2021 2022 2021

£ 000 £ 000 £ 000 £ 000
24,399 20,044 - -
3,000 3,000 - -
27,399 23,044 - -
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20 Loans and borrowings {continued)

Group Company
2022 2021 2022 2021
£ 000 £000 £ 000 £ 000
Current loans and borrowings
Senior loans 2,525 1,200 - -
Finance lease liabilities 40 65 - -
2,565 1,265 - -

Senior loans

The Group's financing facility with Lloyds includes senior loans of £6m, £12m, £3.5m, £3.5m, £3m
and £3m (2021 - £6m, £12m, £3.5m and £3m) which accrue interest quarterly based on a floating
SONIA rate. The loans of £6m and £3m are repayable in instalments until September 2023. The loans
of £12m, £3.5m, £3.5m and £3m are repayable at the end of the term in September 2024.

Revolver loan

The Group's financing facility also inciudes a revolving credit facility of £6m (2021 - £3m) to cover
working capital and liquidity commitments. £3m of the facility was drawn down at year end (2021 -
£3m). The drawn down element accrues interest based on a floating LIBOR rate. The facility expires
in September 2023.

21 Provisions for liabilities

Group
Contingent

consideration Other Total
£ 000 £ 000 £ 000
At 1 April 2021 1,854 165 2,019
Increase in existing provisions - 51 51
Increase through business combinations - 13 13
Provisions used {48) - (46)
Unused provision reversed (1,296) - (1,296)
Unwinding of discount 88 - 88
At 31 March 2022 600 229 829

Contingent consideration provision relates to recent acquisitions which is expected to be fully utilised
by 2023. The other provisions are dilapidation costs on properties leased by the group, expected to be
utilised by 2028, and customer cancellation provisions, expected to be utilised in the next 12 months.
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22 Deferred tax

Group

Deferred tax
asset
£ 000
At 1 April 2021 797
Profit and koss account (493)
Increase through business combination 3
At 31 March 2022 307

The deferred tax asset is made up as follows:
2022 2021
£ 000 £ 000
Fixed assets (1,007 (430)
Losses 1,314 1,227
307 797

The net deferred tax asset is expected to reverse in the next two years.

23 Financial instruments

Financial risk management
The principal risks that the Group faces are liquidity risk and interest rate risk.

Liquidity risk
Through maintaining adequate reserves and the use of banking facilities, the Group manages its
liquidity to ensure that sufficient cash is available to meet all contractual commitments as they fall due.

Liquidity risk is managed by continuously monitoring forecast and actual cash flows.

Interest rate risk
The Group is exposed to interest rate risk through its bank borrowings and manages its exposure
through an interest rate cap. The loan notes are at a fixed interest rate.

Derivative financial instruments - interest rate swaps

The Group has entered into an two interest caps to cap SONIA at 0.3807% on 58% of the senior loan
and 1.3807% on 34% of the senior loan {2021 - cap LIBOR at 1.5% on 46% and 0.5% on 21% of
senior loan). The maturity of the interest rate cap is in line with the maturity of the loan. The interest
rate cap has a year end value of £nil (2021 - £nil).
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24 Share capital

2022 2021
£ 000 £ 000

Allotted, called up and fully paid
1 (2021 - 1) Ordinary shares of £1 each - -

25 Reserves

Other reserves

Other reserves have arisen from the share based payment charge. The shares over which the options
were issued are that of the parent company, Smile Topco Limited. However, the services provided by

the employees are within the subsidiary, Bionic Services Limited and therefore the share based
payment charge is added to the cost of the investment in the subsidiary. In the subsidiary, the charge

is recognised in the profit and loss account and treated as a capital contribution from the parent entity
within equity.

26 Contingent liabilities

Group

The Group has entered into a contract which contains a liability of up to £1.5m, payment of which is
contingent on a change of control of the Group. As a change of control is not considered probable at
the balance sheet date, no liability has been recognised.

27 Pension and other schemes
Defined contribution pension scheme

The group operates a defined contributicn pension scheme. The pension cost charge for the year
represents contributions payable by the group to the scheme and amounted to £444,000 (2021 -
£342,000).
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28 Obligations under leases and hire purchase contracts

Group
Finance leases

The total of future minimum lease payments is as follows:

2022 2021
£ 000 £ 000
Not later than one year 40 66
Operating leases
The total of future minimum lease payments is as follows:
2022 2021
£ 000 £ 000
Not later than one year 1,289 1,035
Later than one year and not later than five years 2,354 2,415
3,643 3,450

The amount of non-cancellable operating lease payments recognised as an expense during the year
was £1,071,000 (2021 - £971,000).

28 Related party transactions

The company is exempt from disclosing other related party transactions as they are with other
companies that are wholly owned within the group.

30 Parent and ultimate parent undertaking

The company is a wholly owned subsidiary of Smile Midco 1 Limited, a company incorporated in
England and Wales. The ultimate parent is Smile Topco Limited, a company incorporated in England
and Wales, which is also the ultimate controliing party.

The most senior parent entity producing publicly available financial statements is Smile Topco
Limited. These financial statements are available upen request from Minster Building, 21 Mincing
Lane, 4th Floor, London EC3R 7AG.

Smile Topco Limited is owned by a number of private shareholders and companies, those whom own
more than 20% of the issued share capital of the company are listed below.

Jonathan Elliott
ECI Partners
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31 Business combinations

Business Comparison Group Limited

On 14 May 2021, the Group acquired control of Business Comparison Group Limited and it's
subsidiary, Business Comparison Limited, through the purchase of 100% of the share capital for
consideration of £8,534,000. The goodwill of £8,038,000 arising from the acquisition is attributable to
the proprietary technology, website and significant digital marketing capabilities and benefits expected
from combining the operations into the Group.

Management have estimated the useful life of the goodwill to be 10 years. The following table
summarises the consideration paid by the group, the fair value of the assets acquired and liabilities
assumed at the acquisition date.

Book value Adjustments Fair value
£ 000 £ 000 £ 000

Assets and liabilities acquired
Software (a) 389 36 425
Cash and cash equivalents 121 - 121
Trade and other receivables 790 - 790
Deferred tax asset 3 - 3
Trade and other payables {830) - (830)
Provisions {13) - {13)
Total identifiable assets 460 36 496
Goodwill 8,038
Satisfied by:
Cash 8,534
Cash flow analysis:
Cash consideration 8,202
Directly attributable costs 332
Less: cash and cash equivalent balances acquired {121)
Net cash outflow arising on acquisition 8,413

The adjustment arising on acquisition was in respect of the following:

(a) Recogniticn of software assets at replacement cost.

There were no contractual agreements in place at acquisition which would meet the requirements for
recognition as an intangible asset under FRS 102.

The revenue from Business Comparison Group Limited and it's subsidiary included in the
consolidated statement of comprehensive income for the period to March 2022 was £3,819,000. They
also contributed a loss of £507,000 over the same period.
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