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Strategic Réeport

The Directors present their Strategic Report for Frontiér Smart Technologies Limited {the ‘Company’) for the
year ended 31 December 2022.

Business Review
The Company is a wholly owned subsidiary of Science Group ple. A detailed review of the Group's strategy,
results for the financial year and prospects are included ifi the Group’s annual report and accounts.

The profit for the year, aftér taxation, is $4,060,000 (2021; $7,101,000).

The principal activity of the Company is the developiment, manufacture and sale of Djgital Radio technologies
(DAB).

Expenditure was incurred by the Company duririg the year on résearch.and development towards bringing
products to market.

Going concern

The Directors have a reasonable expéctation ‘that the Company has adequate resources to continue in
operational existence. for the foréseeablé future. In addition, the Company has received & letter of support
ffom. Science Group plc which evidences the intent of the parent to continue to provide financial support.

Principal opportunities and risks

The management of the business and .execution of the Company’s strategy are subject to a number of risks,
the most significant of which are managed on a Group basis. Risks are reviewed by the Group's Board and
appropriate processes are in place to monitor and mitigate them. The kéy business risks for the Company, are
set out as below:;

Deldys in development and testing may occur ] '
Designing and introducing new and revised products which are at the cutting edge of the technology canresult
in operating failures when fifst introduced and tested. Delays in this‘can adverselyimpact our ability to supply
preducts in a timely manner. Contfnued improvement in management of the software development team will
mitigate these risks.

Losing market share to competitors

In Digital Radio, as the DAB market grows, the risk from potential competitors increases. Management works-
hard to promote the reliahility and quality of Frontier's solutions and emphasisés the Company’s best-in-class
customeér support.
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Strategic Report (cantinued)
Principal opportunities-and risks (contmued)

Avallablllty and pricing of components; failure of suppliers causing a dlsruptlon in supply

We are dependent on third partles to manufacture our components ‘and, in some -cases, assemble our
products Failure of any of our major suppliers.could lead to delays in de5|gnmg and testing new products or
in supplying products on'time and at the agreed costs {o our customers. Management continues to monitor
global trénds in supply and demand and is prepared to pre-purchase componénts if deemeéd necessary. We
‘manage the poténtial risk of belng dependent on certain suppliers by ensuring we have a choice of sgppllers
wherever possible,

Erosion of margins _
Pressure on pricing and costs is a constant issue in the Company’s business. A key focus of our supply chain
-and logistics operations is to continiially seek lower cost.components and cost reductions where possible.

Failure to adequately protect the Company’s intellectual property.and chiallenges for infringement by third
parties )

We face the risk that others may seek to copy and/or infringe.certain aspects.of our intellectual property (1P’).
Défence of our claims may prove unsuccessful and expensive. We might face challenges to our use of IP that
others.could claim belongs to.thém. The consequences .of this could be a complete withdrawal/redesign of
the offending product or costly delays in proving our fight to exploit-the disputed intellectual property We
seek to protect: our intellectual. property through a well-structured and controlled process of patent
appllcatlons! maintenance and othér tools.

Dependence on key personnel

The Company’s business relies on recruiting and retaining highly qualified technical experts on whom the
business depends to deliver its services and products. Failure to recruit and retain key staff could threaten the
business’ ability to deliver projects to its clients or to win new work or to maintain inafket competitiveness.

The Company seeks to mitigate this risk by. encouraging staff retention through both- competitive

remuneration packages and a stimdlating work environment. |n addition to base salary, remuneration can
include profit share/annual bonus, pension, health benefits, life assurance and share option schemes. The
remuneration components are reviewed regularly.

Efforts are made to foster a vibrant, dynamic and supportive environment for empldyees, which offers a
diversity of technically challenging work- for large and small customers across a range of industries and
specialist- market, science & technology areas. The Company also provides career development paths and
training support. -
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Strategic Report (continued)
Principal opportunities and risks (continued)

Financial circumstances of customers

The profitability of the Company could be adversely affected by the general economic conditions in the United
Kingdom, Continental Europe, United States, Asia and/or other key markets by virtue of the impact of a
deterioration in the economic climate and/or financial failure of customers or potential customers of the
Company. It may also involve customers defaulting on the payment of invoices issued by the Company or
deldying payment of invoices which may have a significant impact on the income and the business of the
Company.

The Group seeks to mitigate this risk.by actively managing customer relationships including credit limits
which, if appropriate, may require payment in advance; regular reviews of debtors and overdue payments;
and proactive credit control procedures.

Inflationary pressures
Increasing inflation in the global econamy is a risk across the Group. Increasing costs from suppliers may

impact ali divisions and the Group may or may not be able to pass on supply.chain price increases to its
customers.

Higher inflation affects the Group’s employees who are impacted by increases in living costs including fuel,
energy and food costs: Associated wage inflation is also a risk within the Group with pressure on salaries and
remuneration packages for both specialist skills in technology and science as well as more generalist skills such
as HR, marketing and finance. Higher employee costs may or may not be able to be passed onto customers.

Geopolitical considerations
As the Company is an interhational business, global political events have the potential to impact normal
business operations.

The conflict in Ukraine and its impact on energy prices has resulted in significant operational cost increases
for the Company’s properties and this may continue throughout 2023. The Company seeks to mitigate this by
ronitoring energy prices, fixing prices where appropriate ahd seeking to reduce energy usage.

The consequence of increased global enefgy and fuel prices has been a rapid intrease in inflation. This impacts
materials costs, employee remuneration and other costs, which may not be able to be passed onto customers.

in addition to its engineering base in Harston, UK, Frontier is located in Shenzhen (China), Hong Kong and
Taiwan. The Asian offices fulfil sales, product development and manufacturing of Frontier products. Political
instability in this region' may impact the normal business operations:of Frontier.

The Company seeks to mitigate the risk of interruption to usual business activity by ensuring that product.
knowledge, documentation, systems and data are backed up and replicated in the UK offices oh a daily basis,
Manufacturing of Frontier products is outsourced in Shenzhen and could be replicated in other locations.
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Strategic Report (continued)
Principal opportunities and risks {continued)

Climate related risks and opportunities
Extreme weather events could disrupt global supply chains. The Company seeks to mitigate this risk by
managing inventory levels and identifyingdlternative sources of supply.

The need to‘faddress climate-change rélated challenges and increase sustainability may provide:opportunities
for the R&D.Consultancy division as cliénts éxplore possible scientific and technological solutions.

Currency exchange rates

A significant proportion of the Group’s revenues are invoiced in currencies other'than Pounds Sterling,
including'but not limited to the US Dollar and Euro, whilst the majority of the Group’s employee-based costs
are incurred in Pounds Sterling. Materlals related to Frontiér products are typically priced in US Dollars aiid
end prodycts are generally sold priced on US Dollars. As a result, variations in currency exchange rates may
have a material impact, either positive and negative, on Group revénue and profit performance.

Additional considerations
In addition to th_e prificipal risks and uncertainties above, the Company faces other risks that include but are
fot limited to:
s increased competition;
s fallure to retain, or loss of, customer contracts;
e customer concentration;
¢ -technology leadership;
e produét or other professional liability claims or other warranty and indemnity claims in respect of
contractual obligations;
o failure of licensees to successfully exploit licensed technology;
¢ counterparty risk;
* changes in legislation.or regulations relating to trading, taxation or accounting practices.

This'Report-was approved by the Board on 31 May 2023 and signed on its behalf by
o ()—

Jon Brett

Director

Harston Mill

Harston

Cambridge

(CB22 7GG
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Directors’ report and directors’ responsibilities statement

The Directors present their Report and the audited Financial Statements of the Company for the year €nded
31 December 2022.

Strategic Report

The reporting requirements on principal activities; financial risk management and objectives, comments on
the financial petformance and position of the Company, principal risks and uncertainties are contained in the
Strategic Report.

Directors
The Directors wha served during the year or up.to the date of thisreport are as shown below:

S Gole
R Heads
J Brett

Dividends
The Directors declared an interim dividend of $6.0 million (2021: $nil) during the year. The Directors do not
propose the payment of 3 final dividend (2021: $nil).

Political contributions
The Company made no palitical donations or incurred ary political expenditure during the year.

Financial instrument and risk management
Disclosures regarding risk and financial Instruments-are provided within the Strategic Report and Note 2 to
the Financial Statements. ’

Research and development

Cash expenditure on research and developrment excluding amartisation, depreciation-and impairment during
the year amounted to $3,192,000 all of which has been charged to thé statement of comprehensive income
(2021: $2,733,000). Diiring the year $nil (2021: $nil) was capitalised.

Directors’ Indemnities 7
The Directors have the benefit of an indemnity provision contained in the Articles. The Directors have also

been granted a qualifying third-party indemnity provision which was in force throughout the financial year
and remains in force. In addition, throughout the year the Company purchased and maintained Directors’ and
Officers” liability insurance in respect of itself and for its Directors and Officers.

Past halance sheet events
There were no post balance sheet events.
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Directors' report and directors’ responsibilities statement.(continued)

Employees, training:and development

The Company’s employees -are the business’ primary asset, and the Group Board and Executive Team are
committed to investing in their.career development and rewarding exceptional performancé. The Company
makes a focused effort to offer training and mentorship to allow ambitious indfy[duals to thrive within their
environment and realise their personal potential. Formal training and career development are offered to staff
of:.all ‘levels through internal and external programmes that cover technical, business and managerial
advancement 'opportuniiy, Beyond formal training, employees also hald informal lunchtime'sessions on a
régular basis to enable knowledge and skills transfer amongst teams.

Employee performance i's‘alig'ned to the Company’s objectives through an ahnual pérformance review process
and ongoing project management, line management.and mentorship feedback. Employees are kept up to date
with information about the Company’s activities through regular briefings and other media.

The Company also invests in‘and rewards its workforce through the operation of its bonus and profit share
schemes for qualifying employees; and its share option scheme which is at the discretion of the Remuneration

The Board regularly monitors the Company’s culture and practices, including the review of recruitment,
retention and turnover data, health & safety reparts, and reports from senior managers within the Company.

Diversity and inclusion .
The Company is committed to encouraging diversity, ‘equity .and 'inclusion among its employees. The
Company's empioyment policies are non-discriminatory on the grounds of age, gender, nationality, -ethnic or
racial origin, disability, religion or belief, pregnancy and maternity, sexual orientation or marital or civil
partnership status. The Corﬁpany gives due consideration to all applications and provides training and the
opportunity for career development wherever possible. The Board does not support discrimination of any
fdrm, positive or negative, and all appointments are based on merit.

Directors’ responsibilities statement

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the Financial
Statemeénts 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 Accounting
Standards and applicable law, including FRS 101 Reduced Disclosure Framework.

Under company law the Directors must not approve the Financial Statements uriless they are satisfied that
they give a true and fair view of the state of affairs and of the profit or loss of the Company for-that period. In
preparing these Financial Statements, the Directors are required to:
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Directors' report and directors’ responsibilities statement (continued)

Directors’ résponsibilities statement {continued)

e selectsuitable accounting policies and then apply them consistently;

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

¢ state whether applicable United Kingdom Accounting Standards have been followed, Subject to any
‘material départures disclosed and explained in the Financial Statements; and

o prepare the Financial Statefments 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 exp]a_in
the Company’s transactions and disclose with reasonable.accuracy at any time the financial position of the
Company and enable them to ensure that the Financial Statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the Comipany and hence for taking reasonable steps.
for the prevention and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial irformation
included on the Company’s website. Legislation in the United Kingdom gaverning the preparation -and
dissemination of Financial Statements may differ from legislation in other jurisdictions.

'St_at,e"r‘nent as to disclosure of inférmation to auditor
The Directors wha held office at the date of approval of this Report confirm that:

- so far as they are each aware, there is ho Felevant audit information of which the Company’s auditor
is unaware; and

~ the Directors have taken all the steps that they ought to have taken as Difectors in order to make
themselves-aware of any relevant audit information and to establish that the Company's’ auditor is
aware of that infarmation.

The auditor, Grant Thornton UK LLP, has'been reappointed in accordance with section 485 of the Companies
Act 2006.

This Report was approved by the Board on 31 May 2023 and signed an its behalf by:

Jon Brett
Director
Harston Mill
Harston
Cambridge
CB22 7GG
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Independent auditor's report to the members of Frontier Smart Technologies Limited

Opinion

We have audited the financial statements of Frontier Smart Technologies Lirited (the ‘company’) for the 31
December 2022, which comprise Income Statement, Statement of Chahges in Equity, Balance Sheet, and notes
‘to thé f”nanmal statements, mcludmg a summary of significant-accounting policies. The financial reportlng
framework_that has been applied in their preparation is -applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 101 ‘Reduced Disclosure. Framework’ (United Kingdom
Generally Accepted Accounting Practice).

in our opinion, the financial statements:

o give a true and fair view of the state of the company’s affairs as at 31 December 2022 and of its profit for
the year then ended;

¢ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and
« have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We canducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the ‘Auditor’s resporisibilities for the
audit of the financial statements’ section of our report. We are independent of the company in accordance
with thé 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 sufficlent-and-appropriate to provide a
basis for our opinion.

Conclusions relating to going concern

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

Our evaluation of the directors’ assessment of the company’s ability to continué to adopt the going concern
‘basis of accounting included

. review of the overall group and parent company’s ability to continue as a going concert;

. audit of group cash as at 31 December 2022 and assessment of cash position subsequent to the
year-end;

: assessing t‘he;acC'urVa'cy of forecasting. by comparing management’s forecast of the current period

to cuitent year performance;

. checking the inputs inte management's forecasts and projections and related sensitivity analysis
for the period until 30 June.2024;

é challenging the reasonableness of key assumptions used in preparing the cashflow foréca'sts and
projections; and

. consideratioi of post balance sheet events and checking if any of these events have an impact on
cashflow forecasts and projections.

10
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Independent auditor's report to the members of Frontier Smart Technologies Limited
(continued)
Conclisions relating to going concern (continued)

In our evaluatioh of the directors’ canclusions, we considered the ,inherent risks associated with the
compariy’s business model including effects arising: from macro-économic uncertainties such as Brexit and the

‘cdst of living ¢risis, we assessed and challenged the reasahableness-of estimates made by the directors and.

the related disclosures.and analysed how those risks might affect the company’s financial resources of ability
to continue operations over the going concern period.

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

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

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

Other information

The other information coniprises. the information included in the annual feport, other than the financial
statements and our auditor's report thereon. The directors- are responsible for the .other information
tontained withir the annual repart. Our opinion on the financial statéments does not cover ‘the other
information and, except to the extent-otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon.

Ouf responsibility is to read the other information and, in doing so, consider whether the other information is
fnatetially inconsistent with the financial statements of our knowledge obtained in the-audit.or otherwise
appears to be materially misstated. if we ldentlfy such material inconsistencies or apparent material
misstatements, we are required to detérmine- whethér 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 this. other infoimatioh, we are reguired to report that fact.

We have nething to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based an the work undeitakeri inthe course of the audit:

« the information given in the strategic report and the directors’ report for the:financial year for whiich the
financial statemerits are prépared is consistent with the financial statéments; and

# the strategic report and the directors’ report have been prepared in accordance with applicable legal
Tequirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the company and its environment obtained.in the course
of the audit, we have not identified material misstatements in the strategic report or the directors’ report.

11
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Independetit auditor’s report to the members of Frontier Smart Technologies Limited

(continued)

Matters on which we are required to report by exception

We have. nothing to report in respect of the following matters in relation to which the Companies Act 2006

requires us to report to you if, in our.opinion:

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

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

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

.+ we have notreceived all the information and explanations we reqaire for our audit.

Respopsibllltles of directors _

As explained more fully in the directors’ responsibilities statement set out on pages 8 and 9, 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 intérnal 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 érfor.

In preparing the financial statements, the directors are responsible for assessing the company's ability to

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going

concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,

or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about.whether the financial statements as a whole are free.
from material misstatement, whether due 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 1SAs (UK) will always detect a material misstatement when it.exists.

Misstatements can arise from fraud or error.and are considered material if, individually or in the aggregate,

they could reasonably be expected to influence the economic decisions of users takén on the basis of these

financial stateinents.

frrégularities, including fraud, are instances of non-compliance with laws and regulations. The extent to which

our procedures are capable of detecting irregularities, including fraud, is detailed below:

* Weobtained ai understanding of the legal and regulatory frameworks applicable to the company and
industry in which they operate. We determined that the following laws and regulations were most
significant: FRS 101, Companies Act 2006 and the relevant tax compliance regulations in the UK;

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

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

12
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Independent auditor’s report to the members of Frontier Smart Technologies Limited
(continued)
Auditor’s responsibilities for the audit of the financial statements {continued)
®  We ‘assessed the susceptibility of the company’s financial statements to material misstatement,
including how fraud might occuf. Audit procedures performed by the engagefment team included:
~ identifying and assessing the design effectiveness of controls management has in place to
prévent and detect fraud and the adequacy of procedures for authorisation of transactions
and internal review procedures;
~ challenging assumptions and judgemeérits made by management in its significant-accounting
estimates; and
- identifying and testing journal entries, in particular large and unusual journals.

o These audit procedures were designed to provide reasonable assurance that the financial statements
were free from fraud or error. Thé risk of not detecting a material misstatement due t6 fraud is higher
than the risk of not detecting one resuiting frorm error. and detecting irregularities that result from
fraud is inherently more difficult than detecting those that result from error, as fraud may involve
collusion, deliberate concéalment, forgery or intentional misrepresentations. Also, the further

e removed non-compliance with laws and regulations is from events and transactions refiected in the
financial statements, the less likely we would becorrie aware of it;

e |t is the engagement partner's assessment that the audit team collectively had the -appropriate’
competence and capabilities to identify or recognise non-comipliance with laws and regulations based
on understanding of, and practical experience with audit engagements of a similar nature and
complexity through appropriate training and participation.

« Management have not communicated to the audit team any matters of non-compliance with laws
and regulations or fraud and no such matters were identified by the audit team.

A further desc‘ri'ptipn of ouf responsibilities for the audit of the financial statements is located on the Financlal
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s reportt.

Use of our report

This report is made solely to thé company’s members, as a body, in'ac_cordénce with Chapter 3 of Part 16 of
the Comipanies 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 arid the company’s members as a bady; for our audit work, for this report, or for the opinions we
have formed.

A N

Nicholas Page

Senior Statutory Auditor

for and on behalf of Grant Thorriton UK LLP'
Statutory Auditor, Chartered Accountants
London, UK

Date: 31/5/2023

13
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Income Statement
For the year ended 31 December 2022
2022 2021
Note $000 $000
Revenue 4 31,701 34,097
tost of Sales, {16,051) '(18;309)
“Gross Profit 15,650 15,788
‘Operating éxpenses’ 5 (11,323) (9,941)
Operating profit - 4327 5,847
Finance costs 8 (78) (172)
Profit béfore income tax - 4,249 5,675
Income tax (charge)/ credit 9 (189}, 1,426
Profit for the yeéar/ Total cofriprehénsive income for the year " 4;060 7,401

All results are’ from continuing activities. The accompanying Notes 1 to 24 are anintegral part of this Income.

Statement.

14
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Statement of Changes in Equity
For the year ended 31 December 2022

Commercial in canfidence’

Share Share Capital  Foreign Retained| Total
capital premium contribution exchange earnings| equity
A reserve reserve A _
$000 $000 $000 $000 $000 $000
Balance at 1 Jahuary 2021, - 4895 71,383 8,032 (80,590)] 3,720)
Capital contribution from parent » - - 296 - - 296
Deferred tax ¢redit on share-based payment ‘
transactions - - - 138 138
Cancel share premium (Note 21) ‘ - {4,895) - 1,285 3,610 -
Bonus shares issued (Note 21) 1,242 - - 406  (1,648) -
Bonus shares cancelled (Note 21) (1,242) - - - 1,242 -
Transactions with owners’ - {4,895) 296 1,691 3,342 434
Profit for the year 7301| 7,101
Total comprehensive income for the year - - - - 7,101| 7,101
Balance at 31 December 2021 - - 71,679 9,723  (70,147)] 11,255
Balance at 1 January 2022 - - 71,679 9,723 {70,147)| 11,255
Capital contribution fram parent - - 95 - = 95
Deferred tax charge on share-based
‘pdyment transactions - - - - (114} (114)
Dividend paid - - - - (6,000)] (6,000)
Transactions with owners - - 95 - (6,114)| (6,019)
Profit for the year - - - - 4,060 4,060
Total comprehensive income for the year - - - < 4,060] 4,060
Balance at 31 December 2022 - - 71,774 9,723 (72,201)] 9,29

The accornpanying Notes 1 to 24 are an integral part of these Financial Statements.
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Balance Sheet
As'at 31 December 2022
2022 2021
Note $000 $000
Non-current assets.
Intangible assets; 12 4,200 5,578
Tangible asseéts, ©13 277 99 -
Right-of-use assets 14 363 495
Investments 15 4,010 4,010
Deferred tax assets 10 2,817 3,120
11,667 13,302
Currént assets
Inventories 16 2,998 3,163
Trade and other receivables 17 982 1,495
‘Current tax assets 103 144
‘Cash and cdsh equivalents 922 3,100
‘ 5,005 7,902
Total assets 16,672 21,204
Current liabilities
Trade and other payables 18 4 6,657 8,859
Provisions 19 305 65
Lease liabilities 20 168" 318
i 7,130 9,242
Non-current liabilities
Provisions 19 - 243
Leaseé liabilities 20 246 464
246 707
Total liabilities : 7,376 9,949
Net assets 9,296 11,255
Equity '
Share capital 21 - -
Capital cohtribution resetve 71,774 71,679
Foreign exchange feserve 9,723 9,723
Retained earnings (72,201}  (70,147)
Total equity 9,296 11,255

The accompanying Notes 1 to 24 are an integral part of these Financial Statements.

The Financial Statemghtsyere authgrised for issué by the Board of Directors and signed on its behalf by:

Jon Brétt
Director
31 May 2023
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Notes to the Financial Statements

1. General information

Frontier Smart Technologies Limited (the ‘Company’} develops and manufactures Digital radio and Smart
Radio technologies.

The Financial Statements of the Company for the year ended 31 December 2022 were authorised for issue by
the Board of Directors on 31 May 2023.

The Company is a private coimpany, incorporated, domiciled and registered in England and Walés. The
registered number is 04213838 and the registered office is Harston Mill, Royston Road, Harston, Cambridge,
CB22 7GG. These Financial Statements were prepared in accordarce with Financial Reporting Standard 101
Reduced Disclosure Fraiviework (‘FRS 101’) and in accordance with applicable accounting standards.

The Company’s Financial Statements are presented in US doliars and ali values are rounded to the nearest
thousand dollars (5000) except when otherwise indicated.

2. Summary of significant accounting policies
The principal accounting policies appliéd 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.

2.1 Basis of préparation

The Financial Statements of the Company have been prepared in accordance with Financial Reporting
Standard 101, Reduced Disclosure Framework (‘FRS 101'}. In preparing these Financial Statements, the
Company applies the recognition, measurement and disclosure requirements of International Financial
Reporting Standards in conformity with the requirements of the Companies Act 2006 which also requires
fnanagement to exercise its judgement in the procéss of -applying the Company’s accounting policies. The
areas involving a higher degree of judgement or complexity, or aréas where assumptions and estimates are
significant to the Financial Statements are disclosed in Note 3.

Going concern

The Company is a fully owned subsidiary of Science Group plc, and the cash resources of Science Group plc
_ and its subsidiaries (the ‘Group’) are shared across all subsidiaries enabling each company to be able to meet

its financial obligations as they fall due. The Company has received a letter of support from Science Group plc

which evidences the intent of the parent to continue to provide financial ‘suppbrt.

The Group had a cash balance at 31 December 2022 of £43.6 million (excluding client registration funds) and
the Directors have assessed forecast future cash flows for the foreseeable future for the Group and thereby,
in turn for the Company.

There are no events or conditions which cast significant doubt on the ability of the Group (and hence all

subsidiaries within it) to continue as a going concern. In support, the Group revenue and operating profit grew
year on year and cash generated from operations was £18.4 million during the year ended 31 December 2022.
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Notes to the Financial Statements (continued)

2. Summary of significant accounting policies (continued)

2.1 Basis of preparation (continued)

Going concern (continued)

The Group ended the year with net funds of £29.5 miillion; and with the new and undrawn Revalving Credit
Facility of £25.0 million. The Directors are satisfied that the Group has adequate cash and financing resources
to.continue in operational existence for the foreseeable future, being a period of at least a year following the
-approval of the accounts and theréfore continue to adopt the going concern basis of accounting in,preparing
the annual Fi'nahcijai Statements,.

Exemptionstaken in Financial Statements

The following exemptions from the requirements of IFRS have been applied in the preparation of these
‘Financial Statements, in accordance with FRS101:
. IFRS 7, ‘Financial Instruments: Disclosures’
e Paragraphs 91 to 99-of IFRS 13, ‘Fair value measurement’ (disclosure of valuation techniques and
inputs used for fair value measurement of assets and Iiabiliiies)
¢ Paragraph 38 of 1AS 1, 'Pr’esentafion of Financial Statements’ comparative information reqiiirements
in respect of: ‘
o paragraph 79(a)(iv) of 1AS 1;
¢ The following pafagraph,s‘b‘f IAS 1, ‘Presentation of Financial Statements’:
o 10{d), (statermerit of cash flows)
116 {statement of compliance with all IFRS),
38A (requirement for minimum of two primary gtatements,“inqludfng cash fiow statements),
‘38B-D (additional comparative information),
40A-D (requirements for a third statement of financial position)
111 {cash flow statement information), and
o 134-136 (capital management disclostires)
® |AS 7, ‘Statement of cash flows’
e Paragraph 17 of 1AS 24, ‘Related party disclosures’ (key management compensation)
e The requirements in IAS 24, ‘Related party disclosures’ to disclose related party transactions entefed
into between two.ormore members of a group
' The requirement of paragraphs 45(b) and 46 to 52 of IFRS 2, ‘Share-based Payment’

O 0 0o 0o o

2.2 Changes in accounting policies
The accounting pronouncements which have become effective from 1 January 2022 and have therefore been
adopted do not have a significant impact on the Company'’s financial results.or position.
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Notes to the Financial Statements (continued)
2. Summary of significant accounting policies (continued)

2.3 Standards, IFRICs and other guidance applicable
Standards and IFRICs newly applicable for companies with 31 December 2022 year ends are set out below,

together with any noted impact on the Company.

Number- Title Impact in year
1AS 16 (améndments) Proceeds before Intended Use No material_impact
IAS 37 {(amendments) Onerous contracts — Cost of fulfilling a contract No material impact
IFRS 1, IFRS 9, IFRS 16, IAS 41 Annual Improvements to IFRS Standards 2018-2020 No material impact
(amendments) . Cycle

IFRS3 (amendments) Refererice to the Conceptual Framework — business  No material impact

combinations

2.4 Standards issued but not yet effectiv_'e
At the date of authorisation of these Consolidated Financial Statements, several new, but not vet effective,

Standards and amendments ta existing Standards, and Ir{terpretatiohs have been published by the IASB. None
of these Standards nor amendments to existing Standards have been-adopted early by the Company.

Management anticipates that ali relevant pronouncements will be adopted for the first period beginning on
or after the effective date of the pronouncement. New Standards, amendments and Interpretations not
adoptéd in the current year have not been disclosed as they are not expected te have a material impact on
the Company’s Financial Statements.

Number Title Effective

IAS 12 (amendments) Deferred Tax related to Assets and Liabilities arising 1-Jan-23
from a Single Transaction

IAS 1 (amendments) Non-current Liabilities with covenarits 1-Jan-24

IFRS 16 {(amendments) Leases on sale and leaseback’ 1-Jan-24

2.5 Basis of consolidation

The Company is a wholly owned-subsidiary of Science Group plc. It is included in the Consolidated Financial
Statements of Science Group plc, which are publicly available. Therefore, the Company has taken exemption
of Section 400 of the Companies Act 2006 from the requirement to prepare Consolidated Finaricial

Statements.
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Notes to the Financial Statements (continued)
2. Summary of significant accounting policies (continued)

2.6 Reésearch and development éxpenditure
Expenditure o research activities is récognised in profit or loss as incurred.

Development expenditure is capitalised only if the éxpenditure can be measured reliably, the product or
process is technically and commiercially féasiblé,'future economic benefits are probable, and the Company
intends to and has sufficient resources to complete development and to use.or sell the asset. Otherwise, it is.
recognised in profit or loss as incurred. Subsequent to initial recognition, development expenditure is
measured at cost less‘accumulated amoitisation and @ny accumulated impairment losses.

Any tax credit receivable under either the R&D Expenditure Credit,scheme or the Small or Medium-sized
scheme is recognised within income tax.,

2.7 intangible assets

The costs ‘of creating and protecting internally generated ‘intellectual property, patents and know-how are
written-off to the Statement-of Comprehensive Income in the period in which they are incurred if they do not
meet all of the following criteria as defined in 1AS38:

* the techni;al feasibility of completing the-asset so that it will be available for use or
sale isprobable;

« jtis the intention of 'managem‘ent to complete the asset and use or sell it;

¢ the Company has the ability to-use or seli the asset;

* itis probable the asset will generate future economic benefit for the Company;

+ adequate technical, financial and other resources to complete and use or sell the asset
are available; and
* the Company has the ability to measure reliably the expenditure attributable to the
asset during its development.
The costs of acquiring rights to the use of third party intellectual property. are capitalised and, subject to
impairment reviews, amortised over ther estimated economic life of the intellectual property concerned.
Amortisation is calculated so as to write off the cost of an asset, less its estimated residual value on a straight-
line basis over the uséful economic lifé of the asset as follows:

Licénce and development fees 1to 5 years
Capitalised development expenditure -3 years

20




DocuSign Envelope ID: 11FC5C77-21DB-4C91-A224-650FA81CD38C

Commercial in confidence’

Frontier Smart Technologiés Limited
Annual Report and Flnancial Statements 2022

Notes to the Financial Statements (continued)
2. Summary of significant accounting policies (continued)

2.8 Property, plant and equipment
Depreciation on -all other property, plant and equipment is calculdted using the straight-line method to
allocate their-cost less:their residual valués over their estimated useful lives, asfollows:

Right-of-use 5 years
Furniture and fittings 3 yéars
Equipment 3 years

Assets connected with the lease properties are written down over the remaining term of the Iéase. The asset’s
residual values and useful lives are reviewed, and adjusted if appropriate, at each balarice sheet date. An
asset’s carrying amount is written down immedidtely to its recoverable amount when an indicator of
impairment is identified. Gains and losses on disposals are deterimined by comparing proceeds with carrying
dmount. These are included in the Income Statement.

2.9 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand and on demand deposits, together with short
term, liquid investments that are readily convertible to a known amount of cash and that are subject to a
minimal risk of changes in value.

2.10 Trade and other receivables

Trade and other receivables are carried at original invoice amount and are subsequently held at amortised
cost less provision for impairment. The Company makes use of a simplified approach in accounting for trade
and other receivables as well as contract assets and records the loss allowance as lifetime expected credit
losses. These are the expected shortfalls in contractual cash flows, considering the potential for default at any
point during the life of the financial instrument. The Company uses its historical experience, external indicators
and forward-looking information ta ‘calculate the expected ‘credit Igsses. The movement in the provision ‘is
recognised in the Income Statement.

2.11 Trade and other payables

Trade and other payables are initially recognised at fair value and subsequently measured at amortised cost
using the effective interest method.
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Notes to the Financial Statements (continued)

2. Summary of significant accounting policies (continued)

2.12 Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal of constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be

required to settle the obligation.

Dilapidation provisions are recognised when the Company has an obligation to rectify, repair or reinstate a
leased premises to a certain condition in accordance with the lease agreemerit. The provision is measured at
the present-value of the estimated cost of rectifying, repairing or reinstating the leased premises at a specified
future date.

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and the risks specific to the liability. The unwinding of the
discount is recognised as a finance cost,

2.13 Financial Instruments

(a) Classification
The Company classifies its financial assets in the following measurement categories:
(i) -those to be measured subsequently at fair value (either through other comprehensive income, or
through profit orloss), and
(i} those to be measured at amortised cost.

The classification depends on the Company’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses, will either be recorded in profit or loss or other
comprehensive income. For investments in debt instruments, this will depend on the business model in which
the investment is held. For investments in.equity instruments that are not held for trading, this will depend
oh whether the Company has made an irrevocable election at the time of injtial recognition to account for the
€equity investment at fair value through other comprehensive iricome.

(b) Measurement

At initial tecognition, the Company measures a financial assét at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition
of the financial asset. Transaction costs of financial assets carried at fair value through profit or loss are
expensed in profit or loss.
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2. Summary of significant accounting policies {continued)
2.13 Financial instruments (continued)

Debt instruments

Subsequent measurement of debt instruments depends on the Company’s business model for managing the
asset and the cash flow characteristics of the asset. There are three measurement categories int6 which the
Company classifies its debt instruments:

(i) Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortised cost, A gain or [0ss on
a debt investment that is subsequentl_y measured at amortised cost ‘and is not part of a hedging
relationship is recognised in profit or loss when the asset is derecognised or inipaired.

(ii) Fair value through other comprehensive income (FVOCI): Assets that are held for coilection of
contractual cash flows and for selling the financial assets, where the assets’ cash flows represent solely
payments of principal and interest, are measured at FYOCI. Movements in the cafrying amount are
taken through OCl, except for the recognition of impairment gains or losses -and interest revenue
which are recognised in profit or loss. When the financial asset is derecognised, the cumulative gain
or lass previously recognised in OCl'is reclassified from equity to profit or loss and recognised in other
gains/(losses). Interest income froim these financial assets is included in finance income using the
effective interest rate method.

(ifi) Fair value through profit or loss: Assets that do not meet the criteria for amortised cost or FVOC! are
measured at fair value through profit or loss. A gain or loss an a debt investment that'is subsequently
measured at fair value through profit or loss and is not'part of a hedging relationship is recognised in
profit or loss and presented net in the statement of profit or loss within other gains/(losses) in-the
period in'which it arises.

Equity instruments

The Company subsequently measures all equity investments at fair value. Where the Cofmpahy’s management
has elected to present fair value gains and losses on equity investments in other comprehensive income, there
is no subsequent reclassification of fair value gains and losses to profit or loss following the derecognition of

the investmerit.
Changes in the fair value of financial assets at fair value through profit or Ioss are recognised in other

gain/(losses) in the statément of profit or loss as applicable. Impairment losses {and reversal of impairment
losses) on equity investments measured at FVOCI are not reported separately from other changes in fair value.
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Notes to the Financial Statements (continued)

2. Summary of significant accounting policies (continued)

2.13 Financial instruments (continued)

(€) Impairment

The COmpany assesses on a forward-looking basis the expected credit losses associated with its debt
instruments carried at amortised cost and FVOCI. The impairment methodology applied depends on whether
there has been a significant increase in credit risk. For trade receivables, the Company applies the simplified
.approach permitted by IFRS 9, which requires expected lifetime losses to be recognised from initial recognition
of the receivables. The Company recognisés loss allowances for expected credit losses (‘ECLs’) on financial
assets measured at amortised cost, debt investments measured at FVOCI and contract assets (as defined in
IFRS 15).

The Company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities
and bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial
instrument) has not increased significantly since initial recognition, which-are measured as 12-month ECL. Loss
allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECL.

When détermining whéther the credit risk' of a financial asset has increased significantly sirice initial
recognition and when estimating ECL, the Company considers reasonahble and supportable information that is
rélevant ahd available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based o the Company’s historical-experience and informed credit assessmient and
including forward-looking information.

Measurement of ECLs

ECLs are a probability-weighted estimateé of credit losses. Credit fosses are measured as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the entity in-accordance with the contract
and the cash flows that the Company expects to receive). ECLs are discounted at the effective interest rate of
the financial asset.

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost-and debt
securities at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that
have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Write-offs
The girass carrying amount of a financial asset is written off (either partially or in full) to the extent-that there
is no realistic prospect of recovery.

2.14 Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds.
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2. Summary of significant accounting policies (continued)
2.15 Revenue recoghition
To deterriine whether to recognise revenue, the Company follows a 5-step process:
1.ldentifying the contract with a customer
2.Identifying tfje performarice obligations
3. Determining the transaction price
‘4. Allocating the transaction price to the performance obligations
5.Recognising revenue when/as performance obligation(s) are satisfied.

Product and associated revenue

Reveriue is recognised upon the transfer of contiol of promised products or services and for the imajority of
revenue, ti‘a_nsfér of control occurs once the product has ’shipped_. For a few of the products, ongoing IT
infrastructure services ate provided over a period of time in order for the cohsumer to use the full functionality
of the end product. When such services have beenidentified as both capable of being distinct and separately
identifiable from the related tangible product, the associated revenue allocated to such services is recognized
over time.

Where there are separate performance obligations in a contract {being the product and the ongoing IT
infrastructure services), it has been determined that directly obéervable prices do not exist for these
performance obligations, therefore the transaction price is calculated as the expected cost plus a margin.
Where there is a residual balance between the calculated transaction prices and the total transaction price to
the customer, the balance is allocated across the performance obligations in proportion-to their relative value,

Revenue is allocated to the performance obligation based an the perfarmance obligation’s.standalone selling
price.

Revenue is recorded net of sales tax and relevant sales incentives when the performance conditions are met.
Sales incentives are rebates offered to customers and paid based on total sales made to respective customers
each year. The rebates are estimated on a regular basis by using the most likely amount method. The rebates
will be accrued only to the extent that it is highly probable that a significant reversal in the amount of
cumulative revenue recognised will not occur. Ta the extent unpaid, the rebaté liability is presented under
accruals.

The Company recognises contract liabilities for consideration received in respect of unsatisfied performance
obligations and reports these amounts as trade and other payables in the statement of financial position,
Similarly, if the Group. satisfies a performarice obligation before it receives the consideration, the Group
recognises as trade and other receivables in its statement of financial position.
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2. Summary of significant accounting policies (continued)

2.16 Foreign currency

(a) Functional and presentation curréncy

Items. included in the Financial Statements of the Company are measured using the currency of the primary
economic erivironment in which the entity operates ('the functional currency'). The Firiancial Statements are
presented in US dollars, which is the Company's functional and presentatiori currency.

(b) Transactions and balances

Fo‘r_eign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year end exchange ratés of monetary assets and liabilities
denominated in foreign currencies are recognised in the Income Statement.

In respect of translation differences on non-monetary itenis, items held at cost are translated at the exchange
rate at the date of transaction.

2.17 Employee benefits
{a) Pension obligations
The Company provides post-employment benefits through various defined contribution plans.

Defined contribution plans

The Company pays fixed contributions into independent entities in relation to several retirement plans and
insurances for individual employees. The Company has no legal or constructive obligations to pay
contributions in addition to its fixed contributions, which are recognised as an expense in the period that
related employee services are received.

(b) Share-based compensation

The parent company operates an equity-settled, share-based compensation plan. The fair value of the
employee Services "r_ecei\}ed in exchange for the grant of the options is recognised as an expense. The total
amount to be expensed:over the vesting period is determined by reference to the fair valué of the options
granted, as calculated by using an appropriate valuation method. The Black-Scholes model excludes the impact
of any non-market vesting conditions (for éxample profitability and sales growth targets). The Monte Carlo
and Binomial Option Pricing models build in any market performance conditions. Non-imarket vesting
conditions are included in assumptions aboutthe number of options that are expected to become exercisable.
At each balance sheet date, the entity revises its estimates of the number of options that are expected to
become exercisable. It recognises the impact of the revision of original estimates, if any, in the incomé
statement, and a corresponding adjustment to equity over the remaining vesting period.

The share-based compensation charge in the Company accounts is based only on those option holders
employed directly by the Company.
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2. Summmary of significant accounting policies (continued)

2.17 Employee beri_éfits_ (continued)

(c) Profit-sharing-and bonus plans

‘The‘Cc‘)mpahy recognises a liability and an expense for bonuses and/or profit-sharing, based on the incentive
plans approved by the Remuneration Committee. The €émpany recognisesa provision where contractually
obliged orwhere there’is a past practice that has created a constructive obligation..

-2.18 Taxation

The tax expense for the period comprises current and deferred-tax. Tax is récognised in'the Incarne Statement,
except to the extent that it relatés to itéms recogniséd in Other Comprehensive.Inconie, or directly in Equity.
In this case, the tax is also recognised in Other Comprehensive Income or directly in Equ’fty, respectively.

Income tax is-provided at amounts eéxpected to be paid (or recovered) using the-tax rates'and laws of the
relevant countries that have been enacted or substantively enacted by the balance sheet date:

Deferred income tax I$ provided, using the liability method, on-temporary differences arisirig betwieen the tax
bases of assets and liabllities and their catrying amountsin the financial statements: However; if the deferred
iricome tax arises-from goodwill; the initial recognition of ari asset or liability in a transaction other than a
business cormbination that at the time of the transaction affeéts neither accounting naor taxable profit nor loss,
itis not accounted for: 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 telated deférred
income tax asset is realised or-the deferred income tax liafbility’ is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utiised,

Deferred ihcqme tax is provided on temporary differences arising on investments in subsidiaries; except where
the timing of the reversal of the temporaty difference is controlled by the Company and it is probable that the
temparary difference will not reverse in the foreseeable future.

2.19 Leases
At inception of a contract, the Company: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. To assess whether a contract conveys the right to control the use of an
identified asset, the Company uses the definition of.a lease in IFRS 16.
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2.19 Léases (continued).

i. As.a lessee
At commencement or on modification of a contract that contains a lease component, the Company allocates

the consideration in the contract to each lease component on the basis of its relative stand-alorie prices.
However, for the leases of property the Company has elected not to séparate non-lease components and
account for the lease and non-lease components as a single leasé component.

The Company recognises'a right-of-use asset and a lease liability at the lease commencement date. The right-
of-use asset is iniitially measured at cost, which comprises the initial amount of the lease liability adjusted for
any lease payments made at or béfore the commencement date, plus any initial direct costs incurred @nd an,
estimate of costs to dismantle and rémaove the underlying asset or to restore the underlying asset or the site
on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the conimencement
date to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Company
by the end of the lease term or the cost of the right-of-use asset reflects that the Company 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 deteriined on the same basis as those of property and equipment. In addition, the fight-of-
use asset is periodically reduced by impairment losses, if any, and adjusted for certain remedsurements of the
lease liability.

The lease liability is initially measured at the present value of the lease payments that afe not paid at the
commencemerit date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company's incremental borrowing rate. Generally, the Company uses its incremental
barrowing rate as the discount fate.

The Company determines its incremental borrowing rate by obtaining interest rates from various extérnal
financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased.

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 oh 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 Company is reasonably certain to exercise, lease
payments in an optional renewal period if the Company is reasonably certain to exercise an extension optioh,
and penalties for early termination of a [ease unless the Company is reasonably ¢ertain 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, if there is a change in the
Company's estimate of the amount expected to be payable under a residual value guarantee, if the Company
changes its assessment of whether it will exercise a purchase, extension or terminatian option or if there isa
revised in-substance fixed iease payment.

28




DocuSign Envelope ID: 11FC5C77-21DB-4C91-A224-650FA81CD38C

Comimercial in confidence

Frontier Smart Technologies Limited
Annual Report and Financial Statements 2022

Notes to the Financial Statements (continued)
2. Summary of significant accounting policies (continued)
2.19 Leases (continued)

i. As a lessee (continued)
When the lease liability s remeasured in this way, a corresponding adjustment is made to the carrying amount

of the right-of-use'asset or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zéero.

The Company presents right-of:use assets that do not meet the definition of investment property in ‘property,
plant and equipment’ and associated lease obligations in-‘lease liabilities’ in the statement of financial
position,

Short-term leases and leasés of low-value assets

The "Cqm_panyhas elected not to recognise jri'ghé—of—use assets.and lease liabilities for leases of low-value assets.
and short-term leases, including IT equipment. The Company recognises the lease payments associated with
these leases as an expense on a straight-line basis over the lease term.

2.20 Dividends paid
Dividends are recognised as a liability in the period in which thé shareholders’ right to receive payment has
been established.

2.21 Investment in subsidiaries and other investments
In the Company accounts, investments in subsidiaries are stated at cost less any provision for impairment
where appropriate.

2.22 Interest receivable and interest payable
Interest receivable and interest payable are recognised in profit or lass as it accrues, using the effective interest
method.

3. Critical accounting estimates and judgements
Estimates and judgements are contintally evaluated and are based on historical experience and other factors,
including expectations of futuré everits that are believed to be reasonable under the circumstances.

The Company makes estimates and assumptions concerning the futuré. The resulting accounting estimates
will, by definition, seldom equal the related actual results. There are no estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying amounts of the assets and liabilities within
the next financial year.,
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4. Revenue
4.1 Revenué by geographical area
Yeat'ended 31 December 2022 3071

$000 $000

Asid ' 30,363 32,057
North America 27 157
Europe 4,311 1,883

‘Revenue ' 31,701 34,097

For the purpose of the analysis of revenue; geographical markets are defined as the country or area in which
the client is based.

4.2 Contract balances
The following table provides information ahout receivables; contract -assets and contract liabilities from
contracts with-customers.

2022 2021

. $000 $000
Recelvables that are included in ‘Trade and other receivables’ ' - -
Contract liabilities which are included in ‘Trade afid other payables’ (843) (1,514)

The contract liabilities primarily relate to the advance cansideration received from customers.

30




DocuSign Envelope 1D: 11FC5C77-21DB-4C91 -A224-650FA81CD38C

Commercial in confidence
Frontier Smart Technologies Limited
-Annual Report and Financial Statements 2Q22
‘Notes to the Financial Statements {continued)
5. Operating expenses

Operating profit is stated after (créditing)/charging:

Year ended 31 December 2022: 2021
Note $000, $000
Amortisation of intangible assets T 12 1,378 955
Depreciation of plant and eqUipment 13 114 69
Deprecjation of right-of-use assets 14 132 132
Reséarch and developrent 3,192 2,733
Foreign curieicy (gains)/losses (14) 103
Auditor’s remuneration: fees payable to the auditor for.the audit of
Financial Statements _ ] 83 68
4,885 4,060

6. Employee benefit expenses
Employment costs are:shown below;
Year-ended 31 Deceriber 2022 2021

$000 $000
Wages and salaries (including bonuses) ] 2,374 2,121 '
Social security costs 222 210
Pension costs. 107 58
" 2,703 2,389
Share-based payments' , 95 296 _
R 2,798 2,685 o
Staff Numbetrs
The average honth’iy number of persons employed:by the Company during the year was:
'Year-ended 31 December ' 2022 "2021 h
Number Number™ e
Reésearch and development ' 16 15
Marketing, support and administration 5 5
The average number ' . 21 20
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7. Directors’ remuneration

Directors of the Company received the following remuneration:

Commercial in confidence

"Year énded 31 December C2022 2021
'$000 $000
Emoluments 331 386
Company contributions to money purchaseé péension scheimes 16 16
’ ' 347 402

Highest paid Director:
Year ended 31 December 2022 2021
$000 $000
Emoluments ' 292 363
Conipany contributionsto money Np,'lirchase pension schemes 14 i5
5306 378

S Cole and J Brett were remunerated by another company inthe Group. An element of théir remuneration
‘costs are recharged into this Company and are based on the Director’s time allocation to the management of

thiis Company. The table"above includes the amotirit recharged in the,year. One of the Directors

are included

in the Company’s money purchase pension scheme (2021: 1). In'addition to the above, a share-based payment
charge of $55,000 was recognised in the income statement relating to share options held by the Directors

(2021: $71,000).

8. Finance income and finance costs

Interest income and, expenses include all interest-related income and expenses through profit or loss. The

following have been included in the income statement for the reporting périods presented:

Year ended 31 December 2022 2021
$000 $000

Finance costs

Interest payables to group undertakings (41) (118)

Interest payables on lease liabilities (37) (54)

Total finance costs ' (78) (172)
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9. Income tax

The tax credit comprises:
Year erided 31 December ' 2022 2021
Note $000 $000
Current taxa’t'io'n - Adjustment in respect of prior years - (219).
Deferred taxation 10 (308) 1_,645
Deferred taxation — Adjustment in.réspect of prior years 10 119 -
Tax (charge)/credit ' (189) 1,426

The tax on the Company's profit before tax differs. fromi the theoretical amount that would arisé using the
statutory tax rate applicable to profit.as follows:

Year ended 31 Décember 2022 2021 o
Note $000 5000

Profit béfore tax ‘ ' 4,249 5,675

Tax caléulated at 19% (2021; 19%) ' (807) (1,078)

Expenses not deductible for tax purposes {26) (230)

Share scheme movements {39) -

Adjustment in respect of prior years— current tax - (219)

Adjustment in respect of-prior years — deferred tax 10 119 -
(Derecognition)/recognition of tax losses as deferred tax.asset 10 {236) 1,645

Prior year losses used in current year 800 1,308 o
‘Tax (charge)/credit (189) 1,426

There are accumulated tax losses, before R&D tax relief or surrender of losses for a tax credit for 2022, of.
approximately $20.7m (2021: $23.8m) availablé to carry forward.
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10. Deferred income tax

The movement in deferred tax assets and liabilities during the year by each type of temporary difference is as

follows;
Tax losses, Share-based Other Total
payment temporary
differences
$000 $000 $000 $000
At 1 January 2021 1,337 - - 1,337
Recognised in the income statement 1,645 - - 1,645
Recognised in equity - 138 - 138
At 31 Décember 2021 2,982 138 - 3,120
“At1 January 2022 2,982 138 - 3,120
Recagriised in the income'statement {236) {52) (20) {308)
Recognised in the income statement (prior.year s
adjustment) (112) 112 119 119
Recognised in equiity : - {(131) - (1312)
Recognised in equity (prior year.adjustment) - 17 - 17

At 31 Decémber 2022 2,634 84 99 2,817

Factors affecting future tax charges

From 1 April 2023 thie UK corporation tax will increase from 19% to 25%. Deferred tax assets/{liabilities) were
calctilated at the substantively enacted corporation tax rates in the réspective jurisdictions, taking into account
the impact of any known future changes.

11. Dividends

Year ended 31 December 2022 2021
$000 $000
interim dividend déclared and paid ' 6,000 )

The Directors do not propose the payment of a final dividend (2021: £ni).
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Technology Total
Cost $000 $000
(At 1 January 2021 3,311 3,311
Additions 6,000 6,000
At 1 January 2022 9,311 9,311
Additions - -
At 31 December 2022 9,311 9,311
 Accumulated depreciation’ '
At 1 January 2021 - 2,778 2,778
Amortisation charge 955 955
At 1 January 2022, 3,733 3,733
Amortisation charge, 1,378 1,378
At 31 December 2022 5,111 5,111
~ Carrying amount _ '
At 31 December 2021 5,578 5,578
At 31 December 2022 ] 4,200 4,200
13. Property, plant and equipment
Fixtures & Plant & Total
fittings machinery
Cost _ $000 .$000 '$000
At 1January 2021 303 642 945
Additions - ’ - -
At 1 January 2022 303 642 945
Additions - 292 292
At 31 Décemiber 2022 303 934 1,237
_Accumulated depreciation
At1 Jahuary 2021 302 475 777
Depreciation charge 1 68 69
At 1 January 2022 303 543 846
Depreciation charge - 114 114
At 31 December 2022 _ 303 ‘657 960
"Carrying amount ‘ ‘ A
At 31 Décember 2021 - 99 99
At 31 December 2022 - 277 277
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14. Right-of-use assets

Lanid and buifdings Total
Cost L ) $000 '$000
At 31 December 2021, 1 Januaty 2022 and 31 December 2022 1,436 1,436
Accumulated depreciation
At 1 January 2021 803 809
Depreciatioh charge A 132 132
At 31 December 2021 ) 941 941
Depreciation charge 132 132
At'31 December 2022 1,073 1,073
Carrying-amount _
‘At 31 December 2021 ' 495 495
At 31 Decaniber 2022 363 363

15. Investments
Subsidiary Total
. ‘undertakings

Cost $000 $000
At 1 January 2022 4,010 4,010
Additions B -
At 31 December 2022 4,010 4,010
Accumulated impairment
At 1 January; 31 December 2021 and 31 December-2022 - -
Carrying amount _
At 31 December 2021 ' 4,010 4,010
At 31 Deceiviber 2022 " 4,010 4,010

Frontier Smart Technolog_ies Limited had investments in the following companies at 31 December 2022:

Country of Principal activity  Shares held %

incorporation
Frontier Silicon (HK) Limited Hong Kong Support services Ordinary 100
Magic Systech Inc_ Taiwan  WIi-Fi based audio solutions Ordinary 100
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16. Inventories
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Year ended 31 December 2022 2021
$000 $000.
'Raw materials 319" 258
Work in progress 587 1,074
Finished goods 2,092 1,831
2,998 3,163

in 2022; a total of $14.7 million {2021: $16.8 millioh) of inventories was expensed in the Statement of

Comprehensive Income in-cost of sales.

17. Trade and other receivables

Year ended 31 December 2022 2021
$000 $000

Tradé receivablés ‘811 1,389
Other debtors 36 8
P'repa_yments 135 98
982 1,495

18. Trade and other payables

Year ended 31 December 2022 2021
$000 $000

Trade payables 482 1,292
Amounts owed to group undertakings* 4,134 4,313
Other taxes and social security 162 60.
Other creditors 59 76
Accruals, 976 1,604
Contract liabilities 844 1,514
- 6,657 8,859

*The amounts are unsecured, repayable on demand-and charged interest at 3.5%.
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19. Provisions

Dilapidation Other Total
$000 $000 $000.
At 1anuary 2022 " 243 N 308
v Provisions used during the year ) - .(3) v (3)
At 31 December 2022 ' ’ 243 62 305
Year ended 31 December o 2022 2@21
$000 $000
Current liabilities . 305 65
Non-current liabilities - 243
305 308

Provisions for dilapidations have been recaghised at the present valtie of the expected obligation; the balance
is undiscounted ds discouiiting is considered to be immaterial.
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20. Leasés

Leases as lessee (IFRS 16)
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The Comipany leases office facilities from a related company. At 31 December-2022, the lease has a remaining

period of 1 to 3 years.

Right-of-use assets

Information about leases for which the Company is a lessee is presented below,

2022 2021
$000 $000
Balance at 1 January 495 -
Additions in the year - 627
Depreciation charge for-the year (132) (132)
Balaice at 31 Décember 363 455
Lease liabilities
Information about leases for which the Company'is a lessee is presented below,
2022 2021
$000 $000
Balanice at'1 January 782 418
Additions - 626
Interest payables on lease liabilities 37 54
Repayrment during the year (405) (316)
Balanceat 31 December 414. 782
Lease liabi‘litiesj are payable as follows:
31 December 2022 Within 1;yea|f' ‘1-2 years 2-3 yéars 3-4 years 4-5years Total
$000 $000 45000 $000 $000 $000
Lease payments 180 145 109 - - 434
Finance charges {12) 7) (1) - - (20)
Net present values 168 138 108 - - 414
31 Deceniber2021  Within 1year  1-2years  2-3years  3-4years  4-5years Total
$000 $000 $000 $000 $000 $000
Lease payments 356 233 138 116 - 843
Finance charges (38) (15) (7) (1) - (61)
Net present values 318 218 131 115 - 782
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21. Called-up share capital

2022 2021
£ £
Allotted, called-uip and fully paid
Ordinary shares.of £0.10 each 0.1 0.1
' Number Number
Allotted, called-up and fully paid
Ordinary shares of £0.10 each 1 1

Called-up share capital — represerits the nominal value of shares that have been issued.

Share premium account = includes any premiums received on the issue of share capital. Any transaction costs
associated with the issuing of shares are deducted from share premium.

Capital contribution reserve — represents funds injected from Frontier Smart Techiologies Group Limited
through balances due which have been waived and also the accounting for share-based payments.

Foreign exchange — represents the foreign exchange movement when converting the reserves from sterling
to US dollars upon change in presentation currency.

Profit and loss account — includes all current and prior period retained profit and losses.

22. Related party transactions

The Company has taken :advantage of the exemption under paragraph 8(k) ‘of FRS101 from disclosing
transactions with other meimbers of the group headed by Science Group Plc.

During the year the Company did not enter into transactions, in the ordinary course of husiness, with other
related parties.

23. Controlling parties

The ultimate parent company and the smallest and largest-group to consolidate these Financial Statements is
Science Group plc whosé registered address is Harston Mill, Royston Road, Harston, Cambridge, €822 7GG.
Copies of the Science Group plc Consolidated Financial Statements can be obtained from the Companies
House.

Science Group plc became the direct paren"c company on 31 March 2022 by purchasing 100% sharehalding in
the Company from SG Bidco Limited.

24. Post balance sheet events
There are no post balance sheet events to disclose.
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