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STRATEGIC REPORT - GROUP OVERVIEW AND BUSINESS MODEL

FOR THE YEAR ENDEID 31 DECEMBER 2014

Ultima has concentrated development into two principal areas each operating in separale divisions.
IT Services

The IT Services division provides computer application soltware and related services to small and medium size lesal
praclices in England and Wales. [t has developed a portfolio of software solutions the latest being its Filos legal
soltware suite which has been widely accepted by exisling and new clients. The division has a policy of cuntinual
R&D investment to ensure the soffware remains current and attractive to existing and new users. The division
provides software to clients and provides ongoing support and software upgrades through licence arrangements
renewable on an annual basis thereby providing revenue from sale of new software and recurring service and
support revenue. B&D operations are focused in South West England with the main sales and operations located in
the Midlands.

The division's strategy is to continue the investment into and the development of its range of software products with
the intention of attracting the interest of a wider client basc including larger leaal firms

Green Technology division

The Green lechnoelogy division supplies electric bicyeles mainly through a UK based dealer network and is involved
in 1he provision of Solar Photovoltaic installations in the United Kingdom on an EPC basis.

Electric bicycles

The division develops and designs electric hicvele products and has registered patents to protect its unigque battery
system, The design of the bicveles have heen widely accepted through the United Kingdom and Benelux countries,
huwewver, the worsening economic climate in mainland Europe has led the division to refocus its development and
sales effort primarily within the United Kingdom with the intention of expanding sales through dealers and multiple
retailers.

Renewable Encrgy

The division’s green technology initialives are now focused on securing EPC contracts in the United Kingdom for
its Photovoltaic solutions. The division has developed substantial expertise in the design and development of a wide
range of renewable energy solutions and has piloted a number of projects outside the UK., The division has
determined that profitable growth will be best achieved through focusing un UK bused projects
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STRATEGIC REPORT - CHATIRMAN'S STATEMENT AND CHIEF EXECUTIVE'S REVIEW

FOR THE YEAR ENDED 31 DECEMBER 2014

Introduction

2014 has been a difficult year for Ullima as it became evident that development projects oulside the United
Kingdom wers becoming incressingly challenging and taking a disproportionate degree of management and
linancial resources. The Board reviewed the economic vutlook in the Eurozone and wider global market place and
decided that the group should concentrate effort in its established markets. To achieve these ubjectives the group has
substaniially written down the value of ils investment in the development of Solar Farms in Iialy, suspended
development and deployment of its hybrid solar power solutions and concentrated distribution of its elecirc bicycle
range through established UK channels, The group continues to invesl in a program of development and
improvement in both its legal software and renewable energy solutions and considers this to be crucial for
conpelilive positioning of the Group’s current and future products,

Our Products and Commercial Strategy
Renewahles

The Green Technology division has developed a range of rencwable cnergy products including hybrid solar
generating stations, ground and air source heat solutions and Solar PY, The Board have decided that most progress
will be made by concentrating available resource on the supply of Solar Photevoltaic installation on an EPC basis as
this represents the best application of the division's skilled personnel and provides the clearest prospect of
developing long term sustainable revenues

Electric bicycles

The Green technology division is responsible for the design and development of the group’s range ol electric
bicyeles.

These clectrically assisted bicycles have been designed fullowing consultation with resellers o cnsure the hicvcles
meel the needs of potential customers and are sold under the brand names “Powacycle” and “Infincum” through
LI'TM Sulutions Limited {a 100% subsidiary of Ultima).

The division holds patent on a custom designed stackable battery pack which is used in most of the muodels
distributed by the division.

Due to disappointing Enropean sales the division began a process of repositioning ils sales focus to concentrate on
supporling and growing its UK based reseller network where income has been relatively stable and prospects for
proditable growth are strongest.

IT Services
The IT Services division operates as Cognito Software and offers a range of legal sollware application packages.

The latest suftware is the divisions FiLos software suite which provides solutions for complels management of day
to day operation of legal firms. This package is under continuous development as it represents the division’s Nagship
product with existing clients being encouraged o migrate and use its eghanced features. The sofiware has been
designed o cover the needs of the divisions existing clicnt base and has fealures which are expected to attract clicnts
from larger legal praclices.
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STRATEGIC REPORT - CHAIRMAN'S STATEMEMT AND CHIEF EXECUTIVE’S REVIEW (continued)
FOR THE YEAR ENDED 31 DECEMBEHK 2014

The legal market place remains difficult and continues 1o see consolidstion and this was reflected by sales for the
year falling by 7% compared to the same period the previous yeur. The division continues to generate significant
recurring revenue from ils suppurl and development services and conlinues to generate significant cash for the

Eroup.
R&Iy
All operating divisions have a program of comtinuous product developmenl and improvement

IT Services vperate in a completive environmenl where customers expect innovative solulions designed to improve
their efficiency and help support the application of legal practices and rules.

The IT division has a group of dedicaled software designers who have been involved in designing and development
ol legal software packages for many years, Their skill is essential to the continued improvement of the range of
soltware offered by the IT division and represents a core activity of the division,

The design and functionality ol the group's electric bicycles require attention to customer needs and the abilily Lo
provide relizble products, The division is involved in all aspects of design and functionality and developed parts

which help differentiate aspects of the eleciric bicyeles from the competition,

Renewable encrgy solutions require continual allenlion e changes in technical perfommance of products being
offered 10 ensure compliance and competitiveness.

Performance measurement
The onguing performance of the Group is managed and menitored using a number ol performance indicators.

The Groups revenues are monilored as follows:

: o ———
Itevenues 1,364,000 2,261,000 (39

Revenue metrics Year to 317 December 2014 Year to 317 December 2013

Revenues comprise turnover on sale of products, consumables, service income and installations, The reduction in
revenue rellects the restructuring of group activities during 2014,
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STRATEGIC REFORT - CHAIRMAN'S STATEMEMT AND CHIEF EXECUTIVE’'S REVIEW (continued)
FOR THE YEAR ENDED 31 DECEMBER 2014

Profit/(Loss) & cash metrics Year to 317 December 20014 Year to 31" December 20013
. £ £
Profit/Loss before interest and (2,394) (156)
depreciation
Taxation expense 93) {28)
Interest A [
Comprehensive Income (16) 3
Depreciation charges 532 48
Amortisalion Charges 1207 116
COrperating I'rofit before changes in (759) (11)
working capital
Cash (used injzenerated from operations (380) (115)
Taxation 40 28
Net Cash (used in)generated from (340) (87)
operating activities
Mel Cush used in invesiing aelivitics 167 41
_Cash [rom Nnancing activities (5} (&)
Cash and cash equivalents at end of 347 185
period S

The Group's profitahility is monitored through monthly orecasting which tracks where the business is and where it
15 forecast to be at a certain date. The cash position is montored on a daily basis,

The progress of B&D and general product development is reviewed regularly by the senior management team and
updares provided to the Board.

Financial Resulis and Outlook

In the year cnded 31 December 2014, the Group achieved sales of £1, 364,000 (20113: £2,261,000) with an operating
loss of £1,726,000 (2013 operating loss of £47,000). A non-recurring cost £736,000 relating to restructuring costs
and in 2013 a provision [or potential legal expenses to defend a claim brought against the 1T services division
resulted in a pre-tax loss for the Group of £2,487.000 (2003: loss of £184 000). The Research and Development tax
credit was £Mil (2013: £28,0000 and therefore the loss [or the Onancial year was £2 394,000 (2013: operating loss of
£156,000).

Costs relating to the administration of the Group operations are included in the overheads ol the parenl company.
The costs incurred in 2004 were £190,000 (2013: £190,000) Cash and cash equivalents at the end of the year 2014
were D347 000 (2013 £185,000), Any balance of cash funds not reguired for working capital purposes is being
Placed on sheat term bank deposit to maximize interest receivable, Cash was atilized in the year to support the Girsen
technology division activities. Cash was also used 1o [und continued development by the I'T Products division and
the design and development of renewahble heat solutions,
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STRATEGIC REPORT - CHAIRMAN'S STATEMEMT AND CHIEF EXECUTIVE'S REVIEW {continued)
FOR THE YEAR ENDED 31 DECEMBER 2014

IT Services division
Finaneial

The IT Services division made an operating loss of £1,186,000 (2013: profit £389,000) un sales of £828,000 (2013:
£890,000) Sales fell by 7%, compared 1o the previous year. The division provides computer application software and
other related services to small and medium size legal practices in England and Wales.

The division operates from twe locations (Midlands and South West England), Since the Lst Tanuary 20013 the
division has operated as Cognito Suftware a division of Ullima Networks ple. The division’s management team has
canfinued o develop the Filos software suite which is helping (o retain customers and improving the opportunity of
attracting larger legal practices.

The market for legal sollware continues to be very competitive with the polential client base undergoing 4 degree of
restructuring to adapt le changes in government suppurt for legal services. Cognito has remainad comprelilive,
helping to maintain a relatively stable customer base with clients continuing 1o migrate to the new FiLos legal
software suile,

QOutlonk

The short term outlook for the division is to maintain its existing client base and continue migration w the latest
version of Filos software. The expectation is that growth will return with the division well placed to maintain and
expand markel share based upon  the quality of the software solutivns being offered into a niche market sector and
working hard 1o retain existing clients based upon the loyalty arising from guality customer support and service.

The Green Technology division
Fimancial

The Green Technology division made an operating loss of £352,000 (2013: £436,000) on sales of L399 000 (2013
£L.371.000). The division suffered from a lack of sales of its premium range of electric bicycles into continental
Eurepe with consumer demand [or luxury products in the UK remaining weak, Infincum BV made a Inss of £2,534
(2013: £53,000). The UK divisiun of clectric bikes and luxury products made a loss of £305,000 compared (o a loss
of £147,000 the prior year.

Central overheads

Costs relating to the administration of the Group operations are included in the overheads of the parent COMPANY.
The costs incurred in 2014 were £190.000 (2013: £190,0007,

Ouilook

Tough trading condilivns in mainland Burope coupled with the cost of restructuring operations severcly impacted
results for the year, The Group is concentrating uctivity within the United Kingdom in order to control cost and
investment risk and increase market share within its established marketplace. This is expected to deliver more stable
growth and result in improved financial performance. The central strategy and philosophy is o grow  low risk
recurring revenue by maximising demand for existing products and services coupled with continued invesiment and
development of the groups lechnical and knowledge base to ensure  growth through improved product
COMpetveness,
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STRATEGIC REPORT - CHAIRMAN'S STATEMEMT AND CHIEF EXECUTIVE'S REVIEW (continued)
FOR THE YEAR ENDED 31 DECEMBER 2014

Prof Himayun A Mughal
Chairman and Chief Executive (MTicer

08 May 2015



ULTIMA NETWORKS PLC

FINANCIAL HIGHLIGHTS
FOR THE YEAR ENDED 31 DECEMBER 2014

* Crronp revenue is £1,364,000 (2013: £2,261 000)

- Mel (loss)profit after Tax is (£2,394,0000 (2003; £156,000)

. Giroup administralion expenses is £2,.545,000 (2013 £1,122,000)
- Operating (loss)profit is (£1,726,0000 (2013 (£47,000))

. Earnings per share is 0.86p {2013: 0.06p)

. Cush at bank at the yearend was £347 000 (2013: £185,.000)

. MNet assels 15 £1,042,000 (2003:£3,452,000)

Page &
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REPORT OF THE DIRECTORS
FOR THE YEAR END 31 DECEMBER 2014

The directors present their annual report and audited financial statements for the year ended 31 December 2014,

Business review and principle activities

The principle activitics of the Group during the year comprised of the marketing and support of computer
application software, the wholesale and retail merchandising of electric bicyeles and the development and
deployment of renewable energy solulions,

In the year under review the Group undertook a major review ol operations and investments based outside of the
Linited Kingdom. As a result of the review the value of the group’s investment in proposed Solar farms in Naly has
been substantially reduced, disiribution of electric bicyeles into Furope has been curtailed and development of ather
export driven renewable products been suspended, At the date of this report the Direclors are not aware of any other
likely major changes in the Group’s activities in the next year. The UK remains the principle market area of
operation [ur the Group.

The Group incurred an operating loss of £1,726,000 {2013 operating loss of £47,000) on turnover of £1,364,000
(2013 £2,261,000).

The Group's operations are managed in two divisions, being the IT services division and the Green technology
division. The IT services division comprises of Cognito Sufiware which is involved in marketing and support of
legal software, The division had sales revenues of £RZE,000 (2013; £890,000).

The green technology division comprises of the installation of Solar PV solutions on an EPC basis and the sale of
electric bicycles. The division had combined sales revenue of £336,000 (2013: £1,37 1,000) and produced an
operaling loss of £540,000 (2013: £436,0000).

The costs relating tw the administration of Group operations are included in the overheads of the parent COTIPAIY
and form part of the administration costs sct out in the consolidated statement of comprehensive income. The costs
for the year were £190,000 (2013; £19,000).

The IT services division through Cognito Software is a provider of application software and services (o the legal
profession and during 2014 continued the development and increased the range and scope of its flagship legal
software suile “FiLos”, Turnover for the year decreased by 7% over the preceding vear, with gross margins
maintained. Operating profits are before the application of parent company management charges.

The green technology division sale of eleciric bicycles and margin decreased during the year duc to tough market
condilions in the Eurozone. The division had reviewed its marketing channel the previous year and established a
subsidiary company to manage sales direct to reseller customers. The expected increase in sules and improvement
in margins were nol achicved. The division is now concentrating on the growth of its reseller customer base in the
United Kingdom which is expected to see improved sales and margins.

The group balance sheet conlinues Lo be debt free and showing net assets (w £1,042,000 (2013: £3,452,000). The
year-end cash balance was £347 (00 and is available for working capital purpuses and to fund investment in the
cxpansion of the Group.

Results and dividends

The Group loss for the year before taxation amounted (o £2,487,000 (2003; loss of £184,0000, taxation refund for
the year of £93,000) (2013; £28,000) and a loss after tax of £2,394,000 (2013; loss of £156,000). Total
comprehensive income for the year was £2, 410,000 (2013:£153.0000.

The directors do not recommend the payment of a dividend for 2014, No dividends were paid or proposed to be paid
in 2013.
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REPORT OF THE DIRECTORS (continued)
FOR THE YEAR END 31 DECEMBER 2014

Key perlormance indicators

The aim of the Group is to increase sharcholder value through growth in sales revenues and operating profitability.,
These are the two key performance indicators used by the Directors (0 messure performance and are reported in the
tahle below,

IFRS IFRS IFR5 IFRS IFRS
Target 2004 20013 2012 2011

Key performunce Indicator L0000 £000  £000  E£000  LO00
Fevenue 1400 1,364 2261 2678 2970
Orperating profitfloss) a8 (1.72a) (47} 81 486

Revenue in 2014 was below the target and represented a decrease over the previous year primarily due to reduced
sales o mainland Eurvpe by the green technology division. The operating profits of the green technology division
were below target.

Principle risks and vncertainties facing the Group

The IT services division provides legal soflware 1o small and medium size firms and expects to increase sales (o
larger firms as the Filos software suite develops and becomes increasing capable of mecting the needs in this, the
market sector. The trend lowards consolidation amongst legal practices has continued with smaller firms joining
with larger practices, this conselidation is also seeing a growth in starc-ups. The Fil.os soliware suite is able to
satisfy the needs of both smaller and larger firms. The Group investment into a high level of cuslomer support is
helping the division to retain its existing client base whilst growing the customer base. The continued investment
inter development has continued to improve the look and capability of the division’s range of software product which
ensures mainlenance of functionality and improved competitiveness. The Direclors recognise that organic growth
will be gradual,

The green technology division supplics Sclar PV {Photovoliaic) installations to the EPC market and the sale of
eleciric bicycles. The operation of the division hus been further restructured in the year with the decision 1o
concenirale sales through sales to UK based customers and its UK dealer network,

The green power division's renewable energy initiatives during 2014 were restructured with a brief to concentrale
on the securing of EPC contracts in the United Kingdom for is Photovoltaic solutions. This is in line with the
group’s current strategy ol [ocusing attention on growth within the UK.

Environment

The Group complics with all legal requirements relating to the environment in all areas of its operations and
therefore, has nul incurred any fines or penaliies ur has not been investigated for any breach of environmental
regulations, The requircments of the EC Directive on Waste and Electrical and Electrunic Equipment (WEEE) have
been specifically implemented resulting in UTN Solutions (Morth) Limited being registered with the appropriate
WEEE compliance schemes o deal with the taking back and disposal of used equipment. This subsidiary company
has also implemented the requirements of the EC Directive on the Restriction of the use of Certain Hazardous
Subslances in Electrical and Elecirunic Equipment (RoHS). Complisnce with RoHS is hased on a seli-declaration
and involves requesting material declarations from suppliers, the selected analysis of products and holding a
technical file of cach product purchased for a minimum of four years. It has been considered by the [Xrectors (hal no
provisions are required as 4 result of compliance,
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REPORT OF THE DIRECTORS (continued)
FOR THE YEAR END 31 DECEMDBER 2014

Research and Development

The Groug invests in the on-going design and development of its PowaCycle and Infineum branded range of eleciric
bicycles. These development design costs have been estimated by the Directors to have a useful economic life on
completion of the praject of 3 years and are therefure capitalised and charged 1o the income statcment in equal
instalinents over this peried. The Group also invests in the maintenance and development of its application software
products for the legal profiession to ensure it remains fully compliant with current legislation and practices and in the
development of new software, These develepment costs have been estimated by the Directors to have a useful
ceonomic life on completion of the project ol 3 years and are therefore capilalised and charged to income statement
it eqqual instalments over this period.

Substantial Interests
At the date of this report the Tollowing partics had notified the Company of a beneficial interest that represents 3%
or more of the Company’s issued ordinary share capital at that date:

MNumber of shares % held
Akhter Group Limited and relaied 112,325,176 40.23
parlics
Lynchwood Nominees Limited 25,295 700 0,06
Barclays Stockbrokers Limited 21,237,999 761
Ty Idrect Investing  Nominees 10,584,501 3.4
{Europe) Limited
HSDL Mominees Limited 21,236,913 761

Directors and Directors’ interest
The Direclors who are currently in office are shown on page 1. The emoluments, share interest and share options of
the Directors are disclused in the Dircctors Remuneration Report on pages 17 to 19,

Executive Directors

Prol H A Mughal, aged 61, is the co-founder of Akhter Group Limited and is its majority sharcholder. He graduated
in electronivs from Liverpool University and originally worked as a research engineer lor ITT Components Group
Limited prior o setting up Akhter Instruments Limited in 1979, He continues to be responsible for the overall
control and direction of Akhter’s business. He was appointed in November 1998.

Mr Anthony P Klein, aged 62, was appuinted Finance Director on 29 July 2008 and is a member of the
remunerations and andit committess, He is a Fellow of the Institute of Charlered Accountants in England and Wales
und also is 4 fellow of the Association of Chartered Certified Accountants with extensive knowledge and experience
including laxation, audits, accounts, planning and viher advisory matters.

Non-Executive Directors

Mr P J Barron, aged 72, has extensive operations experience in the electronics industry notably with Texus
Instruments and Apple Computers in the USA and Systime Computers Limited and Chase Advanced Technologies
Limited in the UK. e was appuointed in May 1992 and resigned on | December 2014,

Employees

It is Group pulicy that employees should be kept as [ully informed as is feasible and practicable about the activities
of the Group through consultative meetings. In addition, managers hold regular meetings with representatives of
their staff in order v encourage emplovees to make their views known on matters that atftect them.

Pensions
During the year the Group contributed (o the personal pension schemes (defined contribution) of certain employees,
Ne contrbutions were paid in respect of the Directors.
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REPORT OF THE DIRECTORS (continued)
FOR THE YEAR END 31 DECEMBER 2014

Share Option schemes

The Company’s Microvites 1994 Inland Revenue Approved Exceutive Share Option Scheme

approved by the Company in the Annual General Mesting 1994 has now terminated (the “01d Scheme™) There are
ne oplions to acquire ardinary shares in the capital of the Company outstanding under the Old Scheme (2013; Nil).

Liltima Networks Ple 2004 Share Option Scheme
The scheme was approved by (he AGM held on 28 May 2004, No options to subscribe for ordinary shares of lp
each have been granted to date.

Ultima Networks Ple 2012 Share Option Scheme

The scheme was approved by the AGM held on 26th June 2012, No options to subscribe for ordinary shares of Ip
each have been granted to date.

Charitable and political contributions
There were no donations to UK charitable organisations (2013: £Nil) and no political donations (2013: £Nil).

Financial risk management policies and objectives

The Group’s financial instruments comprise cash and various items, such as trade receivables and trade payables
that arise directly from its operations. 'The Group's exposure to it's financial instruments is not material and
therefore derivative financial instruments are not used to manage them.

The main risk arising from the Group's financial instruments can be anulysed as follows:

Credit Risk

The Group’s credit risk is primarily attributable tw its trade receivables. Exposure o credit risk is minimised by
employing effective credit management policies and procedures. Only customers known to the Group are granted
credit terms. Annual fees for software licences and support agreements are payable in advance and require a
unicjuely numbered “valid licence key™,

Price risk
The Group does not hold any listed securily investments and therefore has no expusure to securities price risk.

Forcign currency risk

The Group is not exposed o transaction foreign currency exchange risk in respect of purchases [rom supplicrs as
this process is dealt with on the Group’s behalf by Akhter Group Limited. Therefore, any transactions of the Group
relating to purchases in foreign currency are settled by Akhter Group Limited and are converted (o pounds sterling at
pre-agreed spot rates for reimbursement by the Group. The Group makes some sales in euros which are converted 1o
sterling upon payment. Therefore, the Group holds any cash balance in pounds sterling.

Liguidity risk
The Group has sufficient cash resources available to meel ils short term liabilities.

Cash flow Interest rate risk
The Group has no borrowings and receives variable interest based on UK bank base rates on cash balances and bank
deposits,

Pavment to creditors

The Group does not follow any code or standard on payment practice and the terms and conditions for its business
transactions are agreed with individual suppliers. Payment is then made in accordance with those terms, subject to
the other terms and conditions being met by the supplier. Creditur days at the end of the year [or the group were 123
days (2013:54 days).
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REPORT OF THE DIRECTORS {continued)
FOR THE YEAR END 31 DECEMBER 2014

Directors’ responsibilitics
The Ihrectors are responsible for preparing the Annual Report and the financial statements in accordance with the
applicable law and regulations,

Company law requires the Directors to prepare financial statements for each financial year. Under thar law the
Directors have prepared the company financial stalements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union and applicable law. Under company law (he Dircotors must
not approve the financial stalements unless they are satisfied that they give 4 truc and fair view of the state of alTaics
of the company and the profit or loss of the company for that period.

In preparing the linancial statements the Directors are required to:

¢ select suitable accounling policics and then apply them consistently;

*  make judgements and accounling eslimates that are reasonable and prudent; and

= stale whether IFRSs as adopted by the European Union have been followed, subject to any material
deparfures disclused and explained in the financial slalements.

The Dircetors are responsible for keeping adequate accounting records thal are sufficient to show and explain the
compuny's lransactions and disclose with reasonable accuracy at any time the [inancial position of the company and
enable them Lo ensure that the financial statements vomply with the Companies Act 2006, They are responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraund and other irregularities,

The Directors are responsible fur the maintenance and integrity of the corporate and financial information included
on the company’s website. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

Statement of disclosure Lo auditors

So far as cuch Director is aware, there is oo relevant audit information of which the Company’s auditors are
unaware, Additionally the Directors have taken all the steps that they ought to have taken as Directors in order to
make themselves aware of any relevant audil information and to establish that the Company’s auditors are aware of
the information,

Auditors
A resolution to reappoint Hills Jarrett awditors of the Group will be proposed at the fortheoming Annual General
Meeling,

Annual General Meeting

The Annual General Mesting of the Company is to be held al Akhter House, Perry Road, Harlow, Esscx CM18 7PN
on 22 June 2015 at 1pm, An explanation of the resolutions (o be proposed as special business at that meeting
appears in the Notice of Amwal General meeting provided with this Annual Report.
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BREPORT OF THE DIRECTORS (continued)
FOR THE YEAR END 31 DECEMBER 2014

Approval
The Report of the Directors was approved by the Board on 08 May 2015 and signed on ils behalf by.

Prof Humayun A Mughal
Chairman and Chief Executive Oficer
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CORPORATE GOVERNANCE STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2014

As a company quoted on the Alternative Invesiment Market of the London Stock Exchange, the company is not reguired to
comply with the provisions of the 2006 Financial Reporling Council's revised combined Code. However, the Board is
vommitted o cnsuring that proper standards of corporate governance operate throughout the Group and has therefore
followed the principles of the Code so far as is practicable and appropriate to the nature and size of the Group. One of the
principles is that an explanation should be given where the Code is oot complied with, A statement of the directors’
responsibilities in respect of the financial stalements is contained within the Beport of the Directors above, The stalement
below describes the role of the Board and its committees, followed by a statement regarding the groups system of internal
comnlrols.

The Board

The activities of the Group are ultimately controlled by the Board of Directors, which at the year-end consisted of a
Chairman and Chicf executive Officer, a Finance Direcior and 4 Non-cxecutive director. Biographical details of all three
directors are 1o be found within the Report of the Directors. All direciors are equally accountable under law for the proper
stewardship of the Company’s affairs. The Non-executive director has a particular responsibility to ensure that the
strategies proposed by the Executive direclors (resigned | December 2014) are fully discussed and critically examined,

The Non-executive director is Peter J Barron and the Board considers him to be independent.

The Baoard meets on 4 regular basis throughout the year reviewing irading performance, sciting strategy, examining capital
expenditure ancd acquisitions or disposals, operating budgets and material contracts.

The two executive directors do not have service conlracls and do not receive any emoluments directly from the company.
Any director appointed during the vear is required, under the Company's Articles of Association, to retire and seek re-
election by the sharcholders at the next Annual General Meeting and one third of the Board is required to retire each year
and seek re-election, The directors arc able to take independent professional advice at the expense of the company in the
furtherance of their duties,

Nominations committee
The appuintment of dircctors is a matter for the Board as 2 whole and therefore a nominations committes is considersd
unnevessary given the present number of Board members.

Andit commitiee

The Audit committee comprises of the non-execulive director Peter T Barron and the finance director Anthony P Klein.
This committee assists the Board in its duties regarding the Group's financial statements and the maintenance of adequate
internal financial controls. The Audit Conimitlee’s prime lasks are (o receive reports from the company’s auditors, Hills
Jurretl, and to review the half-yearly and annual accounts belore they are presented to the Board, focusing in particular on
accounting policies and complisnce and areas of management judpements and estimates.

There is no internal audit function fur the Group, as the Board does not believe that this is appropriate given the size of the
business.

Remuneration committee

The Remuneration Commilles comprises of the Non-executive direcior Peter J Barron (tesigned | December 20014) and the
Finanee director Anthony P Klein, Details of the executive remuneration policy arc sct out in the separate Directors'
Remuneration Report,
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CORPORATE GOVERNANCE STATEMUENT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2014

Shareholder relations

The Board has a policy of providing any reasonably requested historical information and explanations to shareholders on
request. The Group’s annual reports are sent to shareholders, These reports are also available from the company's website
along with the Group’s half’ yearly reports and all public annuuncements. All shareholders are encouraged to participate in
the company's Annual General Meeting, which is attended by the directors,

Internal control and financial reporting

The Board is responsible lur ensuring that there is a system of internal control and for reviewing its effectiveness. Such a
system is designed to manage rather than eliminate the risk of [ailure (o achicve business objectives and can only provide
reasanable and not absolute assurance against material misstatement or loss. The Audit Commitiee has been delegated
responsibility by the Board for discharging its internal control responsibilities,

The Board has established an organisational structure with clearly defined levels of respunsibility and delegation of
authority. Control procedures include sannual budget approval and moenitoring of actual performance. The Board Approves
all investment sand acquisition projects for all major acquisitions and major capilal cxpenditure,

The Board has a clear responsibility for identifying risks facing each of the businesses and for putting in place procedures
to mitigate and monilor tisks. As part of the annual budgeting process risks are formally asscssed by the Board.

There is a system of financial reporting and budget planning. On a monthly basis, actual results are reported and compared
to Budgel with any significant adverse variances being examined and any remedial action taken as necessary,

The directors believe that, taken as a whole, the systems of internal control are apprupriate to the business for the vear
cnded 31 December 2014,

Going concern

Having reviewed the [uture and projections for the business. the directors are salisfied that the Group has adequale
resources o continue to operate for the foreseeable future, a period of not less than 12 months from the date of this report,
Thus, they eontinue 1o adupt the going concern basis in preparing the financial statements,
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DIRECTORS' REMUNERATION REPORT
FOR THE YEAR ENDED 31 DECEMBER 2014

The directors present the Dircctors remuneration repurt for the financial vear ended 31 December 2014, It should be noted
that, as a company queted on the Alternative Investment Market of the London Stock Exchange, the company is not
required to comply with the Remuneration Report regulations and therelore, not all elements of the regulations have been
complied with. For example, a share price graph has been omitted.

Remuneration committee

Ths Remuncration committes consists ol Non-cxecutive director Peter ] Barron (resigned 1 December 20140 and Finance
dirsctor Anthony P Klein. Both served as members of the Remuneration Committee throughout the year and in the period
to 08 May 2015,

The Remuneration commites delermines any remuneration and benelits packages of the executive direclors and considers
amy service contracts, salaries, other benefits, including bonuses and participation in the company’s share option plans, and
any olher terms and conditions of employment including any compensation payments on termination of office,

Remuneration policy

Any basic salaries and benefils in kind arc set to be comparable with these of peer group companies. Any share options are
granted to strengthen the link between personal interests and those of the shareholders. A scheme was approved by the
AGM held on 26 June 2012, being the Ultima Networks Ple 2002 Share Option Scheme, but no options to subscrbe for
ordinary sharcs of 1p each have been granted to date. Mo directors have any options outstanding under the Ullima
Netwaorks Ple 2004 Share Option Scheme or under the 1994 Microvitec Inland Revenue Approved Exccutive Share Option
Scheme.

Non-executive direclors

The Nun-executive director does not have a contract for services. The Non-vaccutive director has letters of appuintment
concerning. amongst other things, the initial ferms for which he was appointed, a general statement of his role and dutiss,
the fees he will receive as a director and any supplementary fees receivable for additional work, such as being a member ol
more than one Boand comimiliee, The fees of Non-executive directors are determined by the full Board within the limits set
out in the Memorandurn and Aricles of Association.

Service contracts and letters of appointment
The compuny does not have service coniracts in respect of the Executive Directors. The letters of appointment in respeet of

the Non-executive dircetor who served during the vear ended 31 December 2014 is [or a rolling 12 moenth period. The
letters of appaintment do nol cuntain notice periods or provision for termination payments,
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DIRECTORS' REMUNERATION REFORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2014

Directors” remuneration and inlerests

Directors’ remuneration payable for the year ended 31 December 2014 was as follows:

Basic Benefits 214 2013 Pension contributions
Salary Fees in kind Tuotal Total 2014 2013
£000 £00d) L£000 £000 £000 £000 £000
Executive
H A Mughal i - al ) &) - -
AP Elein - 12 - 12 12 - -
MNon Executive
P I Barron - 12 - 12 12 - -

= 24 ol 84 84 2 -

Humayun A Mughal is a director of Akhter Group Limited. No remuneration is paid direcily by the Group for the services
of the other executive direclor. Huowever, a charge to the company [rom Akhter Group Limited of £Nil (2013: £Nil) for
cxecutive management services, disclosed in note 24 of the linancial statements, is for the services of the company’s
former finance director. There is currently no pension provision for any of the directors and therefore no pension sccrued
Lex them,

The fees payable o Anthony P Klein were £12,000. These were paid to A Klein, a firm in which he is a partner.

The beneficial interest in the share capital of the company of those persons, who were directars at the vear end, as recorded
in the register of the Director’s inlerest, were as follows:

31 December 2014 31 December 2013
Ordinary Ordinary Ordinary Ordinary
shares of 1p  share vptions shares of 1p  share options
H A Mughal 112,325,176 - 112,325,175 -
A P Klein - - - -

P I Barron = & = o

Prof Humayun A Mughal's holding includes 54,055,336 Ordinary Shares beneficially owned by Akhter Group Limited, of
which he is the majority sharcholder and 6,013,360 Ordinary Sharcs beneficially owned by trusiees of the Akhter Ciroup
Limited Directors’ S8AS Pension Fund, under which he is a beneliciary.

Al 31 December 2014 no options were oulstanding vver shares granted to directors. No director was granted or exercised
any share oplions during this or the previous year nor did any lapse.
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DIRECTORS® REMUNERATION REPORT (continued)
FOR THE YEAR ENDED 31 DECEMEBER 2014

Directors’ remuneration and interests {(continued)
No director has any interest in the shares of any subsidiary of Ultima Networks Ple.
There have been no changes in the above interest between 31 December 2014 and (% May 2015,

Beneficial holdings include the dircctors’ personal holdings and those of their spouse and children as well as holdings in
family trusis of which the directors® spouse or their children are beneficiaries or putential beneficiaries,

The market price at 31 December 2014 was 0.48p and the range during the year was (1.40p (o L.OEp.

Approval
The Directors’ Remuneration Report was approved by the Board on 03 May 2015 and signed on its behalf by

fl

Anthony P Kl
Financial Director
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDERS OF ULTIMA NETWORKS PLC

We have audited the financial stalements of Ultima Networks Ple for the year ended 3] Devember 2014 on pages 22 (o 59
which comprise the consolidated stalement of comprehensive income, consolidated stalement of changes in equily,
consolidated statement of financial position, vonsolidated statement of cash flows and the related notes. The financial
reporting framewonk thal has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union as applicd in accordance wilh the provisions of the Companies Act
20006,

This report is made solely to the company’s sharcholders, as a body, in accordance with Chapter 3 of Pant 16 of the
Companies Act 2006, Our audit work has been undertuken so that we might state to the company's sharcholders those
mallers we are required to state (o them in an anditors’ report and for no other purpuse. To the fullest extent permitied by
law, we du not accept or assume responsibility to anyone other than the company and the company's shareholders as a
bady, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the directors and auditurs

As explained more fully in the statement of director's responsibilitics, set out on page 10, the dircctors are responsible lor
the preparation ol the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to
audit and express an opinion on the financial stalcments in accordance with applicable law and International Standards on
Auditing (United Kingdom and Ireland). Those standards require us o comply with the Auditing Practices Board's
{APB's) Ethical Standards For Auditors.

Scope of the audit of the financial statements

An audit involves oblaining evidence aboul the amounts and disclosures in the financial staiements sufficient o give
reasonable assurance that the financial statements arc free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the Group's and the parcnt company's
circumstances and have been consistently applied and adequately disclosed; the ressonableness of significant dccounting
estimales made by the direclors; and the overall presentation of the financial statements. In addition, we read all the
financial and nen-financial information in the annual report to idenlily material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with,
the knowledge acquired by us in the course of performing the audit, If we become aware of any apparent material
misstatements or inconsistencics we consider the implications in our repord.

Basis of opinion

We conducted our andit in accordance with International Standards on Auditing (United Kingdom and Ireland) issued by
the Audiling Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and judgements made by
the directors in the preparation of the financial statements, and of whether the accounting policies arc appropriate 10 the
Group’s and company’s circumstances, consistently applied and adequately disclosed.
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REPORT OF THE INDEPENDENT AUDITOR TO THE SHAREHOLDERS OF ULTIMA NETWORKS PLC
{continued)

Opinion on financial statements
In our opinion the financial statements;

*  give a true and lair view of the state of the company’s affairs as af 31 Decernber 2014 and of its profit for the period
then ended;

= give d true and fair view ol the state of the groups’s aflairs as at 31 December 2014 and of its profit for the period
then ended;

* have heen properly prepared in accordance with IFRSs as adopled by the European Union: and as applicd in
accordance with the provisions of the Companies Act 2006; and

= have been prepared in accordance with the requirements of the Companies Act 2006,

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic report and Directors’ report for the linancial period for which the
financial statements are prepared is consistent with the financial stalements,

Matters on which we are required (o report by exception
We have nothing 1o report on the followina:

Under the Companies Act 2006 we are required to report (o you, il in our opinion:

= adequale accounting records have noel been kept, or returns adequate for our audit have nol been received from
branches nol visited by us; or

*  the financial statements and the part of the directors’ remuneration report (o be audited are not in agresment with
the aecounting records and relurns; or
certain disclosures of directors’ remuneration specified by law are not made: or
we have nul received all of the information and explanations we require for our andit.

o

James E Fox (Senior Stamtory Auditor)

For and en behalf of Hills Tarret

Chartersd Certified Accountants and Registered Auditors
Hertfordshire, England

Date: 08 May 2015
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2014

Note 2014 2013
£000 £000

Revenue 3 1,364 2,261
Cost of sales (545} (1,186)
Gross profit 819 1075
Administration expenses {2.545) (1,122
Onher operating income 4 0 0
Operating {loss)profi 5 (L.726) f—éﬁ'}
Exceptional items 0 {756) (131)
Finance (expenditurc)income 8 {3) ()
Profil belore taxation W {1—34}
Taxation recaovery 10 o3 28
Profit [ur the year (2,394 (156)
(ther comprehensive income:
FExchange dillference on translating foreign operations {1&) k|
Total comprehensive income for the vear attributable to =
equity holders of the parent (2.410) (153)
Basic and diluted earnings per shure — pence 11 (0.86) (0,06}

All umounts relate to conlinuing activities.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2014

Mote
ASSETS
Mon current assets
Property, plant and equipren 12a
Intangible assets — development costs 12b
Goodwill 12c
Intangible assels - other 12d
Deferred lax assels 19a
Total non current assets
Current assels
Inventories 14
Trade and other receivables 15
Cash and cash cquivalents L
Total current asscts
Total assels
LIABILITIES
Non current Liabilities
Deferrad tax 19h

Tuotal non current liabilities

Current liahilitics

Trade and other payables L7
Current Lax liabilitics

Accruals and deflemmed income

Total current liabilitics

Total labilities

MNet assets

2014
£0010

alh

Al6

347
539
347
1,233

1,545

503
16
228

BO7

807
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2013
£000

L.3a6
1,244
1%
134

2862

435
RBT2
185
1,492

4,354

53

a3

382
136
33
549

902

3452
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION {continued)
AS AT 31 DECEMBER 2014

Nute 2014
£000
EQUITY
Capital and reserves attributable to equity holders of the
parent
Called up share capital 20 8,294
Share premium account 5,843
Other reserves 202
Eelqined Earnings (13,249
Translation of foreign operations kY
1,042
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2013
£000

8,299
5.843
202

[ 10L855)

(371

3452

These financial statements were approved by the bouard of directors on 08 May 2013 and were signed on its behall by,

me H‘umnyun & Mughnl

Chairman and Chief Executive (}fﬁc&r

Company Registration Number 01435584
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COMPANY STATEMENT OF FINANCIAL POSTTION

AS AT M1 DECEMBER 2014

ASSETS

Non current assets

Froperty, plant and equipment
Intangible assets - development costs
Goodwill

Investments

Total non current assets

Current assets
Inventorics

Trade and other receivables
Cash and cash equivalentls

Total current assets
Tuotal assets

LIABILITIES
Current liabilities

Trade and other payables

Current tax labilities
Accruals and deferred income

Total corrent liahilitics
Tuotal liabilities

Met assets

Mote

13

15
1t

2014
£000

292

636

44

1539

149

2052

26838

2002
12
LK)

Page 25

2013
£000

839
B

1o
Q013

2.556

10

1,982
66

2058

4614

1877
L30
242
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COMPANY STATEMENT OF FINANCIAL POSITION {continued)
AS AT 31 DECEMBER 2014

MNole

EQUITY

Capital and reserves attributable to equity holders of the

parent

Called up share capital 20
Share premium account

Other reserves

Relained Earnings

2014
£000

4,299
5,843
202

13,920

424
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3
£000

5,299

5,843

202
(12.019)

2.325

These financial statements were approved by the board of directors on 08 May 2015 and were signed on its behalf by:

Prof Humayun A Mughal
Chairman and Chicl Executive Officer

Company Registration Number 01435584
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBERK 2014

Profit for the linancial year

Taxation expensa

Interest

Comprehensive income

Depreciation charges

Amartisation of intangibles

Operating profit before changes in working capital
Decreased{Increase) in invenlorics

DecreasefiInerease) in trade and other receivables
(Decrease)increase in trade payables and other capital liabilities
Cash {used in)/generated from operations

Taxarion

Net cash (used in)/generated from operating activities
Cash flows from investing activities

Purchase of property, plant and equipment

Development cxpenditure

Other intangihles

Net proceeds ol erdinary shares issue

Met cash used in investing activities

Cash flows from linancing activities

Interest received

Net cash generated from financing activities

Net {decrease)/increase in cash and cash equivalents
Cash and cash equivalents at beginning of the peried

Cash and cash equivalents at end of the period

2014
£000

{2,394)
93

(16)
532
1,207
(739)

BA

333

(42}

(380)
40

{340)

218
289

167

162
L35

347
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2013
£000

(156)
(28)
48
116
(1L}
(41]
278
(341)
(115)

23

(87

(52)
237

185
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COMPANY CASH I'LOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2014

Profit/{Loss) for the financial year

Interest payahle

Depreciation charges

Operating profit before changes in working capital
{Increase)/decrease in invenlories

{Inuresasc)fdecrease in trade and olher reccivables
(Decrease)/increase in trade payables and other current
liabilities

Cash (used in)/gencrated from operations

Taxation

Net cash (used inlgenerated from operating activities

Cash flows from invesling activities
Purchasc of property, plant and equipment

Net cash vsed in investing activities

Cash Nows [rom financing activitics

Interest paid

Written off investiments

Dividend received

MNet cash generated from financing aclivities

Net (decreasc)/increase in eash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents al end of the period

2014
£000

(1,329)
1.344
15

(34}
123

(25}
749

39

118

L)

694

{6[]-21

(611)
B3
4]

144

Page 28

2013
EQy

28
134
)

(441)
1,058

731
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2014

GROUP

Year ended 31 December 2004
Az ] January 2004
Share Issuc

Total comprehensive income [or the
yeuar

Al 31 December 2014

Year ended 31 December 2013

As 1 Janvary 2013

Share Issue

Total comprehensive income for the
yeur

At 31 December 2013

Page 29

Called Share (hher  Retained Translalion of Total
up share  premivm TCSCTVES  earnings foreign operations Equity
capital
£000 £000 £000 £000 £000 £000
2,294 5,843 202 (10,855) (a7 3,452
- - - (2,394) (16) (2,410)
5.299 3,543 202 (13,249 (33 1042
8,299 5,843 202 C10L609) 40 3,605
- - - {156) 3 (153)
5.299 3,843 202 (10,835) (37) 3.452




ULTIMA NETWORKS PLC Page 30

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED Y1 DECEMBER 2014

COMPANY
Called up Share Other Retained Tutal
share premiom ICSCTVES cArnings Equity
capital

£000 £000 £000 £000 £000
Year ended 31 December 2004
As 1 January 2014 #,240 3843 202 (12,0149 2,325
Profit for the period - = = {1,901) (1,901}
At 31 December 20014 N B 299 5,843 202 (13,920 424
Year ended 31 December 2013
As 1 January 2013 8,209 5.843 202 (12.063) 2,281
Laoss for the period = amy - B - . -

AL 2 December 2013 4,299 5,843 202 (12,019) 2,325
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

GENERAL INFORMATION
Ultima Metworks Ple (“the company™) and its subsidiaries {together “the Group™) are involved in the marketing and
support of computer application software and the merchandising of various products, but primarily electric bicycles.

The: company is a public limited company, which is quoted on the Alicrnative Investment Market of The London
Stock Fxchange and is incorporated and domiciled in (he United Kingdom. The address of its registered office is
Akhter House, Perry Road, Harlow, Fssex CMLE 7PN,

The Group's and company’s [inancial statements for the year ended 31 December 2014 were authorised for jssue by
the Bourd of Directors on 8 May 2015 and the balance sheets were signed on the Boards behall by Prof. Humayun A
Mughal.

ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these financial statements are set out below, These
palicies have been applied consistently to all years presented, unless oltherwise stared.

Basis of preparation

These financial statements have been prepared in accerdance with International Financial EBeporting Standards (IFRS)
and the interpretations of the International Financial Reporting Interpretations Commitles (IFRIC) as adopled by the
Buropean Union, and with thuse parts of the Companies Act 2006 applivable to companies reporling under IFRS,

These linancial statements have been prepared on the historic cost basis cxcept where financial instruments are
requirad to be carried at fair value under IFRS.

A separate income statement for the parent company has not been presented as permitied by section 084 of the
Companics Act 2000 The parent company had a loss of £1,938,000 (2013: Profit £42.000),

The financial statements are presented in pounds sterling, being the funcrional currency of the parent and all values are
rounded to the nearest thousand pounds (£000) except where otherwise indicated,

Having reviewed the luture plans and projections for the business, the directors are satisficd that the Group has
adequate resources (o continue to operate for the foreseeable future, a period of not less than twelve months from the
date of this report. For these reasons, they conlinue to adopt the guing concern hasis in preparing the financial
statements.

Basis of consolidation

The consalidated [inancial statements incorporate the results and net assets of Ullima Networks Ple and its subsidiary
undertakings (together relerred to as “the Group™) for the year ended 31 December 2014, A subsidiary is an entity over
which the Group has the power to govern the [inancial and operaling policies generally accompanying a sharcholding
of more than 50% of the voting rights. The results of each subsidiary are included from the date that contral transferred
to the group and are adjusted (o align accounting policies with the Group's accounting policies. Subsidiaries are no
longer consolidated from the dale that control ceases, Unrealised sains on transactions hetween the group and ils
subsidiaries are climinated and unrealised losses are also eliminated unless the transaction provides cvidence of an
impairment of the assct transferred. All intercompany balances and transactions are eliminated in full. Amounis
reported in the financial statements of subsidiaries have been adjusted where necessary (o ensure consistency with the
aceounting policies adopted by the group,

Cuompany investment in subsidiaries
In its separate financial statements, the company recognises its investments in subsidiaries at cost. Income is
recognised [rom these investments only in relation to distributions received from post acquisition prisfits.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

2. ACCOUNTING POLICIES (continged)
Shure-hased payments
All share-bused payment arrangements granted after 7 November 2002 that had nut vested prior to 1 January 2006 are
recognised in the fnancial statements,

All goods and services received in exchange for the grant of any share-based payment are measured al their fair
values. Where employees are rewarded using share-based payments, the fair values of employee’s services are
determined indircetly by the reference to the fair value of the instrument granied to the employee. This fair value is
appraised al the grant date and excludes the impact of non-market vesting conditions (for example, profitability and
sales growth targets). All equity-settled share-bascd payments are ullimately recognised as an expense in the income
stalement with a corresponding credit in reserves,

If vesting periods or other non-market vesting conditions apply, the expense is allocated over the vesting period, based
an the best available estimate of the number of share options expected to vest. Estimales are subsequently revised il
there is any indication that the number of share vptions expected Lo vest differs from previous cstimates. Any
cumulative adjustment privr L vesting is recognised in the current period. No adjustment is made o any CXpCnse
recognised in prior periods if share options ultmately exercised are differsnt to that estimated on vesting, Upon
exercise ol share options the procecds received net of atiributable transaction cust are credited to share capital, and
where appropriate share premium,

Goodwill

Goodwill on acquisitions comprises the excess of the fair value of the purchuse consideration over the [air value of
indelinable assets and liabilitics acquired. Goodwill is recognised as an assel on the Group's balance sheet in the yoar
in which it arises. Goodwill is nol amortised and is tested impairment at least annvally and more frequently il evenls ur
changes indicate that the carrying value may be impaired and is carricd at cost less accumulated impairment losses.
For the purpose of impairment testing, goodwill is allocated io the cash generating units on which it arose. Any
impsdirment is recognised immediately in the consolidated statement of comprehensive income and is ol subsequently
reversed,

The Group has elected to take exemption not to apply IFRS 3 retrospectively to business combinations oCourTing prior
to that date of transition to IFRS, Under IFRS 3 any goodwill arising on such acquisitions is not amartised, but is
subject (o impairment reviews. See note 11 for more details,

Other intangible assets

Other intangible assets include technology platform and customer relationships. These are only recogniscd if acquired
in & business combination. They are stated at fair value less accumulated amortisalion. These assets are amortiscd over
their estimated useful lives of 10 years and the charge is included in adminisiration cxpenses.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will uw to the Group and the
revenue can be reliably measured. Revenue consists of the fair value (excluding VAT) of consideration receivable for
goods and services supplied 1o third parties.

Revenue [rom the sale of software product licences is recognised at the time the sultware licence is granted st which
point all obligations have been mel. Revenue relating to hardware and software suppurl is recognised proportionally
over the penod to which it relates. Revenue from the sale of other products is recognised when the Group has
delivered the products and there is no unlulfilled obligation that could affect the customers acceptance of the
products.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

2.

ACCOUNTING POLICIES (continued)

Research and development

All rescarch cxpenditure s written off in the vear in which it is incurred. Unless cerlain condilions are mel, all
development expenditure is also wrillen off in the year in which it is incurred.

The Group incurs development costs that are design cosls relating fo the production of new or substantially improved
deviees and products for the Group’s “Powacycle’ and “Infineum’ range of eleciric hicycles and development costs
that relate to the production of new or substantizlly improved application software products Tor the legal prolession.

Development costs are capitalised only if the following conditions are met: the development is technically feasible of
being completed so that it will be available for use or sale, the direclors inlend 1o complele the development and use or
sell it the Group has the ability to use or sell the product, the directors have assessed how the assel will generate
probable luture economic benefit, there is adequate technical, financial and other recourses available to complele
developmenl and the expendilure atiributable to the development can be measured reliably. If all these conditions are
met then the associated development costs are amorlised on a siraight line basis over the useful life of the asset, which
is cstimated to be 3 years. Amortisation begins only when the assel is ready [or use. The amortisation charged during
the yeur is included within administration expenses within the income statement,

Segment reporting

A business segment is a group of assets and operations cngaged in providing products or services that are subject to
risks and returns that are different from those of other business segments and whose operating results are reviewed on
a regular basis by the Group's board and for which discrete linancial information is available. A geographical segment
is engaged in providing products or services within a particular economic environment that is subject to risks and
returns thal are different form thuse of scgments operating in other economic enviromnents.

Froperty, plant and eguipment

Property, plant and equipment is carried at cost less accumulaled depreciation and any recognised impairment in value.
Cost comprises the aggregate amount paid to acquire the asset and includes costs dircetly attributable to making the
assel capable of eperating as intended.

ATl Tand and buildings are included at valuation. Valuations are kept up-to-date through periodic valuations carried oul
hy external valuers,

Drepreciation is provided evenly on the cost (or valuation where appropriate) of the sssets, to write them down to their
estimated residual values over their expected useful lives. Mo depreciation is provided on frechold land. The principal
snnual rates used for the other assets are:

Freehold buildings - 25 ta 50 vears
Office equipment -3 to 5 years
Motor vans - 4 years
Computer equipment -3 yodrs

The asscts' residual values, useful lives and methods of depreciation are reviewed, and adjusted, if appropriate, on an
annual basis. An item of property, plant and equipment is derecognised npon disposal or when no [uture cconomic
benefils are expected [Tom ils use or disposal. A gain or loss arising on derecognition of the assel (caleulated as the
difference belween the net disposal proceeds and the carryving amount of the asset) is incloded in the income stalement
in the yvear that the asset is derecognised,
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1. ACCOUNTING POLICIES (continued)

Impairment ol assets

Al cach balance sheet date, the Group reviews the camying amounts of its property, plant and equipment and
intangible asscts to determine whether there is any indication that these assets have suffered an impairment loss, 11 any
such indicalion exists, the recoveruble amount of the asset, which is the higher of its fair valne less costs to sell and its
value in use, is estimated in order to determine the extent of the impairment loss, Where the asset does not generate
cush flows that are independent from other assets, the Group estimates the recoverable amount of the cash-generating
unit w which the asset belongs.

An impairment charge is recognised in the income stalement in the vear in which it occurs. With the exception of
goodwill, all assets an: subsequently reassessed for indications that an impairment Ioss previously recognised may no
longer exist. The carrying amount of the assct is increased to the revised estimate of its recoverable amount. The
increased amount cannot exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior YEars.

Inventories

[nventories are valued at the lower of cost und net realisable value. Cost of raw materials, consumables and gonds
purchased for resale means actual price, including transport and handling and is determined using FIFC} method. Net
realisable value means estimated net selling price less estimated costs of disposal.

Trade and other receivables

Trade receivables are recognised initially stated at fair value and subsequently measured at amortised cost using the
eifective interest rale method. Provision against trade receivables is made when there is objective evidence that the
Group will not be able 1o collect all amounts due to it in accordance with the original lerms of those receivables. The
amount of the write-down is determined as the dillerence between the asset's carrying amount and the present value of
estimated [uture cash flows,

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other shor-term highly liquid
investments with ariginal maturities of three months or less, and bank overdrafis, Bank overdrafts are shown within
financiul liabilities in current liabilities on the halance sheet.

Trade and vther payables
Trade payables are not interest bearing and are initially stated at their fair value and then subsequently measured ar
amortised cost nsing the cffective interest method.

Foreign currencies

Transactions in foreign currencies are dealt with on the Group’s behalf by Akhter Group Limited. Therelore, any
transactions of the Group in foreign currencies are scttled by Akhter Group Limited and are converted o puunds
sterling at pre-agreed spot rates for reimbursement by the Group. For the consolidation purposes, the assets and
liabilities of vyverseas subsidiary undertakings are translated at the closing cxchange rates. [ncome statements of such
undertakings are consolidated at the average rates of exchange during the year. Exchange adjustments arising are
classified as equity and transferred to the Group's foreign currency translation reserve. Such translation differences are
recognised as income or as expenses in the period in which the foreign undertaking is disposed of.

Going concern

Having reviewed the future and projections for the business, the directors are satisfied that the Group has adequate
resources o continue to operate [or the foreseeable luture, a period of not less than 12 months from the date of this
report. Thus, they continue (o adopt the poing concemn basis in preparing the linancial statements.
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2. ACCOUNTING POLICIES (continued)
Income taxes
Current income lax asscls and liabilities are measured ul the amount expected to be revovered or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively cnacted by the balance sheet date,

Deferred income lax is recognised using balance sheet liability method, providing for temporary differences between
the tax bases and the aceounting bases of assets and liabililics, Deferred income tax is caloulated on an undiscounted
basis at the tax rates that are expeeted to apply in the period when the liability is settled or the assct is realised, based
on tax rates and law enacted or substantively enacted at the balance sheet date,

Deferred income lax liabilities are recognised for all temporary differences, excepl when deferred income tax
liahilities arise frum the initial recognition of goodwill or an asset or liability in a ransaction that is not a business
combination and at the lime of transaction, affects neither the accounting profit nor taxable profit or loss.

Delerred income tax is charged or crediled (o the income statement, except when it relates to items charged or eredited
directly (o equily, in which case the deferred tax is also dealt with in equity. Deferred income tax assets and liabilities
are offset against each other only when the Group has a legal enforceable right to do so.

Deferred income tax assels are recognised only to the exient that it is probable that fulure taxable profits will be
available against which the deductible lemporary differences can be utilised.

Pensions

The Group does not vperate any pension schemes, but does contribute to the persunal pension schemes (defined
contribution) of certain staff. The contributions are charged a3 an cxpense as they fall due. Any contributions unpaid at
the balunce sheet date are included as an accrual at that date. The Group has no future payment oblizations once the
vontributions have been paid,

Leased assets — Group as lessee
Leases are classilied as Anance leases when the terms of the lease transfer substantially all the risks and rewards of
ownership to the Group, All other leases are classified as operating leases.

Assets leased under operaling leases are not recorded on the balance sheet. Rentals payable are charged direct to the
incomne slatement. Lease incentives, for ¢xample, up-front cash paviments or rent free periods, are capitalised and
spread over the period of the leased term. Payments made to acquire operaling leases are treated as prepaid lease
expenses and amortised over the useful Lite of the lease,

Leased assel - Group as lessor

Assets leased out under operating leases are included in property, plant and equipment and depreciated over their
uscful lives. Rental income, including the effect of lease incentives, is recognised on a straight line basis over the lease
lerm,

Components of equity
Equity comprises the following:

*  Share capital represents the nominal value of eguity shares,

®  Share premium represents the excess over nominal value of the fair value of consideration received for
cquity shares, net of expenses of the share issue,

®  Other reserves represents Merger Rescrve and represents the dilference between the value of the shares
aciuired and the nominal value where he shares have been issued as part of the consideration for
acquisitions, and

®  Profit and loss reserve represenis retained profits,



ULTIMA NETWORKS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

L&

ACCOUNTING POLICIES (continued)
Use of assumptions and eslimates
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The Group makes judgements, estimales and assumptions thal alfect the application of policies and reported amounts
of assets and liabilitics, income and expenses, The resulting accounling estimates calculated vsing (hese judgements
and assumptions will, by delinition, seldom equal the related actual results bul are based on historical experience and
expeclations of future events, The estimates and underlying assumptions are reviewed on an ongoing basis, Revisions
10 accounting estimates are recognised in the period in which the estimate is revised il the revision affects only that
period, or in the period of revisions and future periods if the revision alfects both current and future periods.

The estimate and assumplions that have a significant effcet on the amounts recognised in the financial statements ane:

*  Establish depreciation and amortisation periods [or the Group,

*  Estimates in relation to future cash flows and discount rates utilised in impairment esting,

Whether development costs meet the capitalisation criteria in IAS 28,
Estimates of net realisable values of inventories under TAS 2, and
*  Management intentions for realisation of tax assels and labilities under TAS 12,

New Standards and interpretations adopted for the year ended 31 December 2014

International Financial Reporting Standards

IAS 27 Consulidated financial statements and accounting for
mvesiments in subsidiaries

[AS 32 Financial instruments: Disclosure and presentation

[AS 36 Impairment of assels

[FRS 10 Conselidation

New Standards and inlerpretations not yet adopled

A number of new standards, amendments to standards and imlerpretations are nol yel ¢ffective for the vear ended 31

Decenber 2014, and have nat been applicd in preparing these consolidated financial statements.

International Financial Reporiing Standards Effective date
IAS 18 Revenpe 0101207
I[FES 9 Financial instruments OL.01.2018
IFRS 15 Revenue from contracts with customers 01012017

To be adopted by the
group and company
during veuars
COMMmencing
0LOL201T
0LOL2O1S
(31.01.2017

The impact on the Group's finuncial seatements from the adoption of these new financial reporting standards is not

eipected to be material,
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3. SEGMENTAL REPORTING
The Group operates in the United Kingdom, Italy and Spain.
At 31 December 20014, the Group is organised into two principal business segments:

*  IT and related services (comprising legal and publishing application software)

*  Green lechnology (comprising electric bicycles, energy saving lamps, educational electronic kits and
development of solar power parks)

The segmental results for the year ended 31 December 2014 are as follows:

1T and related Green Unallocated Group
services technology
UK

000 £000 £000 £000

Revenue 828 399 137 1,364
Depreciation 33 2 4492 532
Amuorlisalion Hid 393 1 1207
Interest payable - 3 - 3

Operating profit/{loss) (1,186) (332) (138) (1,726)

Page 37
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SEGMENTAL REPORTING (continued)

The segmental results for the yeor ended 31 December 2003 were as follows;

Page 38

I'T and related Green Linallocated Group
services technology
UK
£000 £000 £000 £000
Revenue Gl 757 614 2,261
Depreciation 4 41 k) 48
Amortisalion 54 62 - 116
Interest payable - 4 2 &
Operating profit/(loss) 389 (275) (lol) {47)
The other information of the segments are as follows:
2014 I'T and related Green Unallocated Group
SErViCes technology
K
£000 £000 £000 £000
Segment assets 033 896 - 1,849
Segment liabilitics (4200 (387 - (BT
Met assets 333 509 - 1,042
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3. SEGMENTAL REPORTING {continued)
The other information of the seaments was as follows:
2013 IT and related (Green Unallocated Group
services technology
UK
000 £0:00 £000 £000
Segment assels 1,370 3,984 - 4,354
Segment liabilities (100 (H0Z) - (902)
Met assels 1,270 2.182 - 3452
4. OTHER OPERATING INCOME
2014 213
£000 £000
Oither income % B
5. OPERATING PROFIT
2014 2013
£000 £000
Operating profit is stated alier charging:
Lepreciation and other amounts written off property,
plant and equipment 532 48
Amortisation of intangible assets 1,207 116
Operating leases — rent of building N 79 79
6. EXCEPTIONAL ITEMS
2014 23
£000 £000
Legal provision - 100
Eedundancy costs - 17
Legal costs - 14
Dispusal of investments & impairment of development 756 .

Cosls
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7. AUIMTORS REMUNERATION

Services provided by the Company’s auditor and its associates

Group
Fees payable to the company’s auditor lor the audit of the
company and consolidated financial statements

8. FINANCE INCOME

Finance invome
- Baok interest payablefreecivable)

Net finance income

9. EMPLOYEES

Empluyce costs including executive directors during the year
amounted to:

Woges and salaries

Social securily costs

Other pension cosls

The average number of persons employed during the year
ingluding executive directors analysed by category was made
up as [ollows:

Sales and marketing
Froduct development and support
Administration

2014
£000

Page 40

2013
E(0

15

15

2014
£000

2013
£000

2014
£000

647
51

104

2014
MNumher

2ms3
£000

56l
59
3

625

2013
Mumber

10
13

30
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9. E

MPLOYEES (continued)

2014 2013
£0040 £000
The total remuneration of directors was as follows:
Fees 24 24
Bemuneration as executives {including benelils in a0 Gl
kincd)
Fension contribulions = -
B4

The fees payable in respect of services rendered by the finance director, Anthony P Klein, amounted to £12,000.

These fees were paid to A Klein, a lirm of which he is partner.

No remuneration is paid directly by the Group lor the services of the other executive director, There is currently nu

pension provision for any of the directors and therefore no pension is accrued to them.

details of the directors” interests in the share capital of the company logether with further details of the directors’

remuneration are contained in the Remuncration Report on pages 17 to 19,

There are no amounts of compensation payable to key management.

10, TAXATION ON PROFIT

a)

Analysis of charge in the year

2014
£000
Current taxation
UK corporation tax on profits tor the yvear e
Adjustments in respect of previous periods (401}
Tuotal current taxation (40
Deferred taxation
Origination and reversal of temporary differences (note 18a
and 13b) 33)

Taxation expense {93)

2013
£000

(28)

{28}

(28)
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1, TAXATION ON PROFIT (continued)

b) Faclors alfecting charge in the vear

2014 2013
£000 £000
(LossVProfit on ordinary activities belors taxation (2 487) (1840
Tax at UK corporation lax rale 23% (2013:23%) (372 (42]
Effect of
Depreciation in excess of capital allowances a0 36
Utilisation of tax lusses not recognised for delerred
Lanation (300 21
Adjustments in respect of previous period (40 [
MDeferred tax movement B (53) -
(93) (28)

The Group has tux losses to carry forward of £5,552,000 (2013; £3,251,000) which may be availuble for offset
against future profits,

11. EARNINGS PER SHARE

The inpuls (o the carnings per share calculation arc shown below:

2014 2013

MNumber Number

Weighled average ordinary shares in issue during the year 279,176,538 279,176,538
Potentially diluted share options under the Group's share

option schemes - _E

Weighted average ordinary shares for diluted earnings per 279,176,538 279,176,538

shire
£ £

Farmings/(loss) attributable to shareholders
Continuing operations 2,394,000 156,000
Discontinued operations z -

2,394,000 156,000
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L1.

EARNINGS PER SHARE (continued)
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The calculation of basic earnings per ordinary share is based on the profit for the perod attributable to equity holders
of the parent and the weighted average number of ordinary shares in issue during the year.

Diluted carnings per share is calculated by adjusting the weighted average number of ordinary shares vulstanding to
assume conversion of all dilative share options.

12. a. PROPERTY, PLANT AND EQUIPMENT

GROLP

Cost

Al beginning of year
Additions

Disposals

Foreign currency exchange
difference

At end of year
Depreciation

At beginning of year
Charge for the year
Eliminated by disprosals

Al end ol year

Net book value
Al end ol vear

Freehold land Plant, Office and Total
and buildings compuler equipment
and motor vans
2014 2013 2014 2113 2014 2013
£000 E000 £000 £000 £000 £000
644 054 H51 IWIE: 1,496 L8117
- - 35 121 as 121
(23%) i - (433) (253) (433)
= () 7 = {9
392 645 AR6 851 1,278 1494
39 34 a1 112 130) 146
4 5 528 43 332 48
- . - i64) - 64)
43 39 619 91 662 130
349 606 267 760 fala 1,366

There are no restrictions on title and no assets above have been pledged as security. In addition, there were no
contractual commitments for the acquisition of property or ather assets,
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12. a. PROPERTY, PLANT AND EQUIPMENT (continued)

COMPANY
Freehold land Plant and Total
and buildings equipment
2004 2013 2014 2013 2014 2013
£000 £000 000 E000 £000 £000
Cosl
At beginning of vear 120 120 H20 1,098 i) 1,218
Additions - - 33 120 13 120
Disposals - - - (308) - (393}
At end of year 120} 120 B33 820 973 940
Depreciation
At beginning of vear 39 35 62 5 101 91
Charge for year 4 4 524 38 528 42
Eliminated on disposal - - - (32} - (32)
At end of year 43 39 386 62 624 101
Met book value
At end of year 71 a1 267 158 344 "3

GROUP AND COMPANY

The aggregate amounts at which freehold land and buildings would have been shown in the financial statements had
they not been revalued is the same as historical cost,

Frechold land and buildings include depreciable assets of £77,000 (2013 £51,0000,

The Irechold land and buildings owned by the company are located in Crediton, Devon and were revalued on the
hasis of market value and rental value. The valuation report, dated 20 September 2004, quotes a murket value that
agrees to the vriginal cost of £120,000. The dircctors do not consider this valuation to be materally different as at 31
December 2014 and therelore that the carrying cost is not materially different from the fair value.
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12, b, INTANGIBLE ASSETS - DEVELOPMENT COSTS

GROLP
2014 2013
£000 LA L
Cost
At beginning of vear 1,583 1,505
Additions - 911
Disposals (471} (B39
Foreign currency exchange difference - [
Avencd of year 1,112 1,583
Amaortisation
At beginning of year 339 370
Charge for the year L.207 a7
Eliminated on disposal (434) (139
Foreign cumency exchange difference - 1
At end of year 1112 339
Net book value
At end of year - 1,244
1,135

Al beginning of year 1,244

The development costs in respect ol the Cognito Software product (part of the IT and related services division), held
a nef book value brought forward of £803k, This asset was fully impaired at the year-end due 1o a sale of this
civizgion reaching the linal stages of completion during the first quarter of 20135, With the product sale planned on
completion within 2013, at the time, it was deemed that this income generating asset would be sold as par of the
deal, and therefore would not yield a return for the group in future periods and should be fully impaired,
Subscquently, this sale did not take place, however the directors are actively looking [or & new buyer and have
retained the full impairment to reflect this fact.

The develupment costs in respect of the Electric bicyeles {part of the Green Technology division), held a net book
value brought forward of £173k. This asset was fully impaired and subsequently disposed of at the year-end due to
the downturn in the European market for this product which represented the core market to which this asset related
ta. Ultima retracted from this European market post year end and existing stock is to be sold domestically.
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[2. c. INTANGIBLE ASSETS - GOODWILL

GROUP
2014
£000
Cosl
At beginning of year 114
Disposals (118)
At end ol year =
Net book value
At end of year £
Al beginning of year 118

The goodwill relates to the acquisition of J.C.5. Computing Solutions Limited (part of the I'T and related services
division} This goodwill is dircetly related to the Cognite Software product and in line with the explanation given in
nete 12.b. above, this assel was fully amortised and disposed of during the year.
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12. d. INTANGIBELE ASSETS - OTHER

13.

GROUP

Cust
Al beginning of year
Disposals

At end of year
Amuortisation

At beginming of vear
Eliminated on disposal
Al end ol year

Net book value

Al endd of year
AL beginning of year

Technology
platform
2014

£000

95
{95)

28
(28)

Customer
relationships
2014

E000

95
(95)

28

_(28)
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Total
014
£000

190
190}

56
(56}

&7

INVESTMENTS IN SUBSIDIARY UNDERTAKINGS

COMPANY

Cuost
Al beginning of yeur
Disposals

Al end of year
Impairment
At beginning of year

Charge

At end of vear

Net book value
At end of vear

At beginning of year

67

134

2014
£000

2918

2918

2,015
611

2.626

)
]
B3




ULTIMA NETWORKS PLC Page 48

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

13

14.

INVESTMENTS IN SUBSIDAIRY UNDERTAKINGS
COMPANY{(continued)

The principal subsidiary undertakings are all wholly owned by the company, are consolidated and include the
(il lowing;

Subsidiary ondertakings Principal activity Class of share

Incorporated in England and Wales:

LT Solutions {Norih) Lirmited Merchandising of electric bicycles and other products Ohdinary
Cuognito Software Limited Marketing and support of computer application software Ordinary
Incorporated in Ttaly:

Tre-5ol Ttalia sl Development of solar power park Ordinary

The [ollowing underiakings, which are all wholly owned by Tre-Sol Italia sl and incorporated in Italy, are consolidated and
include the following

Ultima Italia srl Development of solar power park Ordinary
Harlicon srl Development of solar power park Ordinary
Leccesolar srl Development of soelar power park Ordinary
INVENTORY
GROUP COMPANY

2014 2013 2014 2013

£000 £000 £000 £000
Finished goods 347 435 44 L0

A total of £345,000 (20103: £1,180,000) was included in (he income statcment as cost of sales. This includes [36,000
{2013 £42,000) resulling from write down of inventories.
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15, TRADE AND OTHER RECEIVABLES
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GROUP

2014 2013

£000 £000

Trade receivables 329 374
Less provision for impairment 2 -
Trade receivables - net 329 74
Amounts owed by Group undertakings - -
Owed by related parly (see note 24) L4 154
Other receivables 108 124
Tax recoverable - 40
Prepayments and accrued income 88 176
539 w72

COMPANY
2014 2013
£000 £000
254 382
258 382
1,475 1,425
0 0
104 108
18 67
1,839 1,982

The dircctors do nol consider there (o be any material differcnce between the fair values of trade and other receivables
and the amounts shown above, The trade and other receivables of the company and the Group are all denominaled in
pounds sterling. The Gironp’s main credit risk relates (o rads receivables, Mo collateral is held as security againsi (hese

receivables and the carrying value approximates to the fair value.

Trade reccivables that are less than three months past due are not considered impaired. As of 31 December 2014, trade
receivables of £220,000 (2013 £188.000) were past due but not impaired. These relate to a number of independent
vustumers [or whom there is no recent history of delfanll, The ageing analysis of these trade receivables is as Tollows:

GHROUP
2014 2013
£00H) E00H)
Up to 3 months 29 188
Ower 3 months 191 -
220 158

COMPANY
2014 2013
£000 £000
29 154
141 5
170 154
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14,

18.

CASH AND CASH EQUIVALENTS

GROUP COMPANY
2014 203 2014 2013
£000 £000 £000 EQ00
Cash at bank and on hand 347 185 149 66
Shert-term bank deposits - - - .
347 185 149 66
TRADE AND OTHER PAYABLES
GROUP COMPANY
2014 2013 2014 2013
L0100 £000 £000 £000
Bank overdrall 294 182 - -
Trade payahles L83 177 133 o7
Amounts due to Group undertakings - - 1,543 1757
Orved to related party (see nole 24) 26 23 26 23
5003 382 2,1H)2 1,877

The directors consider that the carrying value of trade and ather pavables dpproximates to their fair value,
FINANCIAL INSTRUMENTS

The Group's financial instruments, from which financial instrument risk arises, comprise cash and cash equivalents,
lrade receivables and trade payables that arise directly from its operations. The main [inancial instrument risks arising
from and impacted by, the financial assets and liabilities ol the Group are credit risk, cash [low interest rate risk and
liquidity risk, The Board reviews and agrees policies for managing these risks and they are summarised below,

The Group does nut hold any derivative linancial instruments. The Group’s financial assels and linbilities are
measured at amortised cost,

The principal financial assets ol the Group are trade receivables and cash at bank, Cash is held in sterling only in either
a current account or on short-term deposit. The amounts being as follows:
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18. FINANCIAL INSTRUMENTS (continued)
Financial assets by category

GROLP
2014

Cash at banlk
Trade and other receivables
Frepayments
Tax recovery

2013

Cash al bank

Trade and other receivables
Prepaymeants

Tax recovery

Pawe 51

Loans and MNon-financial Balance sheet
receivahles Assels

£0:00 £00H) £000

347 - 347

451 - 451

- %A 5d

708 b ARG

L85 - 185

36 - f156

- 175 [ G i)

41 - 41

HE2 175 1,057

Trade receivables arise directly from the Group’s operations and do not carry any interest. All cash balances attract
interest at floating rates that vary with United Kingdom bank base rates. The Group does not have any undrawn

horrowing Cacilities,

COMPANY
2014

Cash at bank

Trade and other receivables

Amounts owed by Group undertaking
Prepayments

2013

Cash at bank

Trade and other receivables

Arnounts owed by Group undertaking
Prepaymenis

Loans and MNon-linancial Balance shect
receivahles Assels

L0} £000 £000

149 14

n6 - 366

1,473 - 1475

- L3 15

1,59 18 2,008

ity - i)

490 - 490

1,425 - 1,425

2 67 a7

1981 67 2,048
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18. FINANCIAL INSTRUMENTS (continued)

GROUP
2014 Other financial Nom-financial Balance sheet
liabilities liahilities
£000 £000 E(0
Bank overdrafl 294 294
Trade payables 183 g 183
Crwed to related party 26 - 26
VAT and tax payable - Ta 76
Accruals and deferred income 119 109 228
622 185 807
2013
Bank overdratfl 181 - 181
Trade payahles 178 - 178
Owed to related party 25 - 23
WAT and tax payable - 136 136
Accruzals and deferred income 200 151 331
582 267 849
COMPANY
2014
Bank overdraft 2 - -
Trade pavahles 133 - 133
Amounts due to group undertakings 1,843 - 1,343
Owved to related party 26 - 26
VAT and tax payable - 12 72
Accruals Al 19 154}
2,083 181 2,264
2013
Bank overdrall - - =
Trade payables 97 - 97
Amounts due to group undertakings 1,757 - 1,757
Owved to related party 23 - L]
VAT and tax payable - 130 130
Accruals 151 131 282

2028 26l 2289
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2014

18. FINANCIAL INSTRUMENTS (continged)

Credit risk

The Group's credit risk is primarily ariributable to its trade receivables. Exposures to credil risk are minimised by
employing effective credit management polivies and procadures. Only customers known 1o the Group are granted
credil terms, Annual fees for sullware licences and support agreements are pavahle in advance and require a unmiguely
numbered "valid licence key™ to operaie,

Cash flow inlerest rate risk

The Group is cash positive and places its balance on short-term deposits with National Westminster Bank Tle.
Variahle rate interest receivable is based on United Kingdom bank base rales and therefore changes in inferest rates
may aflect the retumn on cash balances, No interest is received on any of the Group’s olher assets or receivables. The
Groop does not have any loans, bank borrowings or other interest bearing payables.

Liquidity risk
11 is the Group's policy (o mainlain sufficient cash resources to meet its shori-term liabilities.

Foreign currency risk

The Giroup is exposed to movements in exchange rates for both {orcign currency transactions and the translation of net
asscts and income stalement of foreign subsidiarics. The overseas subsidiary is regarded as long-lerm investment and
manages its translational cxposure through corrency matching of assets and labilities where applicable. The three
currencies used by the Group are pounds sterling, euro and US dollars,

In respect of the United Kingdom operations, the purchases [rum [orcign suppliers are deall with on the Grroup’s hehall
by Akhter Group Limited. These transactions arc settled by Akhter Group Limited and are converted to pounds
sterling at pre-agreed spot rates for reimbursement by the Group.

The vverseas subsidiary uses cure. The group will actively seek to source supplicrs who deal in euro for this part of the
operations of the Group to minimise the sk

The value of monetary assets and liabilities of the group not held in functional currency at the balance sheet date were
as follows:

2014 2013
£ £000
Denominated in euros and US dollars
Aszcts . ~
Liabilitics (294) (182)

Net assets (294 (182}
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18, FINANCIAL INSTRUMENTS (continued)

Foreign currency risk (continued)

2014 2013
£000 £E000
If pound sterling had strengthened by 5% against
the ewro and US dollar with all other variables held constant
Impact on net Group resulls for the year (- (-}

It pound sterling had weakened by 5% against
the euro and US dollar with all other variables held constam

Impact on net Group results for the year - -

Price risk
The Group does not hold any listed securily investments and therelure has no exposure (o securitics price risk.

Fair values
The Directors consider that there is no material dilference between the book value and the fair value of the financial
instruments at 31 December 2014 and 31 December 2013,

Capilal risk management
The Group considers its capital to comprise its ordinary and deferred share capital, share premium account and
gccumulated retained losses.

The Group's objectives when managing capital are o safeguard the Group’s ability to continue as a fuing concern in
order o provide returns for sharcholders and benefits for other stakeholders and to maintain an optimal capital
structure to reduce the cost of capitul. In order to maintain vr adjust the capital structure, the Group may adjust the
amount ol dividends paid to shareholders, retumn capital to sharsholders, issue new shares or sell asscts to reduce debt,

The Group considers equity funding as the mest appropriate form of capital for the Group, but keeps this under review
tuking inta account the risks, costs and benefits to eyuity shareholders of introducing delbt.
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149,

19,

a. DEFERRED TAX ASSET
GROUP COMPANY
£000 £000
Deferred tax asset at | January 2014 - -
Credited to income stalement in the year - — -
Deferred lax assct at 31 December 2014 - -
GROUP
Provided Not provided
2014 2013 2014 2n3
£000 £000 £000 £000
Depreciation in excess of capilal
allowances - - - -
Losses - - 169 1,208
- : a 169 1,200
COMPANY
Provided Not provided
2014 2013 2014 2013
£000 £000 £000 £000
Losses - - o 9 998

The Group has tax losses of £5,552,000 as at 31 December 2014 (2013: £5.251 LKM)) which have not been recognised

for deferred tax purposes as these may only be set against certain profits arising in fumre accounting periods,

b. DEFERRED TAX LIABILITY

GROUP COMPANY

£000 £000

Dreferred tax liabilicy at 1 Janvary 2014 53 -

O acyuisition of subsidiary i _

Debited 1o income statement in the year . (33) -

Dreferred tax liability at 31 December 2014 é 3

GCROUP

Provided

2014 2013

£000 £000

53

Other intungibles =
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20.

21.

22

CALLED UP SHARE CAPITAL

014 2013
£00) £000
Authorised
449,302 276 ordinary shares of 1p cach 4,493 4,493
137,674,431 deforred shares of 4p cach 5507 5,507
10,000 10,000
Allotted, called up and fully paid
279,176,334 ordinary shares of 1p each 2,792 2,792
137,674,431 deferred shares of 4p each 5,507 5,507
%,290 #2949

The deferred shares have no right to dividends nor do the holders thereof have the right to receive notice of or o attend

or vote at any General Meeting of the company, On a retum of capital on a winding up of the company, the holders of

the deferred shares shall only be entitled (o receive the amount paid up un such shares alter ihe holders of the ordinary
shares have received the sum of £1,000,000 Tor each ordinary share held by them,

Ultima Networks Fle 2004 Share Option Scheme
The scheme was approved by the AGM held on 28 May 2004, No options to subscribe for ordinary shares of Ip each

have been granted wnder this scheme.

Ultima Networks Ple 2002 Share Option Scheme
The schems was approved by the AGM held on 26 June 2012, being the Utima Networks Plc 2012 Share Option
Scheme, but no options to subscribe for ordinary shares of 1p each have been granted to date.

Executive Share Option Schemes

Options to subscribe for ordinary shares of 1p each are exercisable in accordance with the 1994 Microvitee Inland
Revenue Approved BExeculive Share Oplion Scheme, During the year ended 31 December 2014, no options were
granted, no oplions were exercised and no options lapsed.

CAPITAL COMMITMENTS

GROUPT COMPANY
2014 23 2014
£000 £000 £000

Contracted capital expenditure 3 - =

013
E£000

FUTURE OPERATING LEASE COMMITMENT

There are no operaling lease commitments at the balance sheet date, (2003; LNil)
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13. PENSIONS
During the year the Group contributed (o the personal pension schemes (defined contribution) of certain emplovees.
Mo contributions were paid in respect of the directors, No amounts were accrued or prepaid at the year end (2013
£Mil)

24, RELATED PARTY TRANSACTION

The Chairman Prol’ Humayun A Mughal is a majority sharcholder of Akhter Group Limited. Akhter Group Limited
and related parties hold 112,325,176 sharcs representing 40,23% ol the company’s issued ordinary share capital,

During the year the Group made purchases [orm Akbter Group Limited wialling £115.000 (2013: £313,000) of this
amont, £1 1,000 (2013: £177.000) was payahle 1o Akhter Group Limited as at 31 December 2014, The purchases can
he analysed as follows:

Group company ni4 2013 Description of purchases
£000 £000
Ultima Merworks 10 72 Executive munagement services and project cosls
LI'TN Solutions {Morth) 105 232 Rent and carrisge costs
Cognito Software - 4 Pensions and varriage cosls
Tatal 113 313

As staled above the treasury function is perlurmed on behalf of the company by Akhter Group Limited and will always
try to make the most beneficial use of availalile cash resources. During the vear, no monies were loaned by the
company to Akhter Group Limited (2013: £Nil} and no monies were borrowed by the company [rom Akhter Group
Limited (2013: £MNil).

During the year the Group made sales (v Akhter Group Limited totalling £144,000 (2013: £Nil) of this amount, £
(2013; ENil) was payable by Akhter Group Limited as at 31 December 20014,
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24,

b2
o

26.

27.

.

RELATED PARTY TRANSACTION (continued)

Dwring the year the company recharged its administration expenses to all its subsidiaries as detailed below:

Group company 2014 2013  Description

£000 £000
tima MNetworks (1907 (190)) Group recharge (receivabile)
LITH Solutions (Morth) 115 115  Group recharge payable
Cognito Softwars 75 75  Group rechargs payvable
Tuotal -

During the year, the lecs payable in respect of services rendered by the finance director, Anthony P Klein, amounted 1o
£12,000, These (ees were paid (o A Klein, a [irm in which he is a partner.

CONTINGENT LIABILITY

The company had no contingent liabilities.

CONTROLLING PARTY

I the opinion of the directors, there is no ultimate controlling parly.
PROVISTONS

Onther than deferred maation shown In note 18 no other provisions have been made in these accounts,

. FAIR YALUES

The Directors consider that there is no material difference between the hook value and the fair valoe of the nancial
instruments al 31 December 2014 and 31 December 2013,

SUBSEQUENT EVENTS

There have been no significant events after the balance sheet date, other than those disclosed in the Chairman’s
Staterments and the Strategic Report,
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ANNUAL PERFORMANCE HISTORY
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IFRS

2014
Revenue LO00 1,364
Pre-tax profit{loss) £000 (2487
Net assets/(Habilities] £000 1,042
MNet assetsf(liabilities) per share pence 137
Basic eamnings/{loss) per share pence (0.86)

Dividends -

IFRS
2012

2.674

Tl
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IFRS
2011

2,970
483
3,440

1.26

IFRS
2010

1,919
353
2,957
L7

0,13



