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PhotonStar LED Group PLC

Chief Executive Officer's Statement

Overview

PhotonSter LED Group was admitted to AIM In December 2010 following the raverse takeover of
AlvHisted Enfis Group The Group comprises fwo divislons’

s LED Fixtures - which works wilh lighting designers, architects, house buliders, facihties
management companies and sustalnabilily consultants lo provide inteligent, high-end
LED lighting solutions for the commerclal and architectural market

» LED Light Engines - which provides LED iighting solutions for speclalist applications
such as film & telewislon production {ighting and UV cuning, as well as "ChromaWhite®
the Group's next generation fight engine product

On 13 May 2011, 1he Group acquired Camlronics Vale, a speclalist contract assembly company
based In Tredegar, Wales The acquisition haes provided access te surplus manufacturing
capacity and brought In valuable expertise in surface mount elecironics.

PhotonStar has made excellent progress In 2011 and early 2012, laying the foundations for the
future of the business This included compleling the Integration of both Enfis and Camtronlcs,
rationalisation of the Enfis product line, removal of the duplicate R&D facility and closure of the
former Enfls facility in Swansea

The Group has now relocated its enlire LED lixtures manufacturing opsralion to larger premises
adjacent to Camironlcs facliily in Tredeger, and eslablished production faclliies for its
ChromaWhite hight engine technology at Romsey

The Group Is progressing its ptanned phased withdrawal from non LED lighting, and has alsc
refocused the former Enfls specially LED products business on specific niche businass
applications

The market opportunity

Lighting accounts for 19% of global electricity usage and CO2 emlssions attribulabla to lighting
are equivalent to 70% of all global car CO2 emissions  General ightmg Is in transitton, dnven
by energy eificlency and lower operating costs and across many sectors LED lighting Is having
a large impact

General lighting of buildings Is estimated to be a $70bn market with an expscted compound
annual growth rate of 6% overall between 2010-2015 |t Is also eslimated that by 2015 LED
lamps and modules will account for aver 50% of general lighting ight source sales There are
muliple EU and UK legislalve drvers such as the Europs-wide phased banning of
incandescent lamps, the code for suslainable homes and the Oclober 2010 increase In
efficlency for UK bullding regulalions

Business raview

LED Fixtures business

The LED Fixtures business has scaled up well during the last 12 months and continues to show
strong growth The Group has mads excellent progress In ils planned expansion of LED fixture
production capacity, moving Into a newly leasad 12,000 squars foot facilty adjacent to
Camlronics Vale’s premises in Tredegar, Wales In late Decamber 2011, A new workforce has
been rocrulted and tralned fn January, and production levels have already returned to pre-
relocation levels

Durlng 2011, the wholesaler-facused Ecostar luminalre range was Introduced and an agreement
was reached with a large UK efectrlcal wholesale Graup wilh more than 280 branches to stock
the product The rolf out o these branches was inltially limted by production capacily and
product price, belh of which have now been resolved by the transfer of production to the new
production facllity In Tredegar.




PhotonStar LED Group PLC

Chief Executive Officer’s Statement (continued)

A numbar of the Group's LED Fixturas products ware nominated for Innovation and deslgn
awards durlng the year, including a double nomination at the 2041 CIBSE bullding performance
awards for ensrgy using products, and the 2011 lighlng design awards In the low carbon project
section

As a result of these awards, comblned with the publication of a new specification product
brachure and participation at major trade shows (Ecobulld, ARC and Lux Live), the Group's
reputation and brand awareness have grown markedly, and product sales and projest pipelines
have increased in line with expectations

Light Engines businass

The speclalty LED light engine product range {formally Enfis) has been dramalically retionalised
to focus on substanlial near-term commerclal opportunities In UV curing and film and TV
production lighling After strong progress in the first half, revenue growth slowed In the last
quarler of 2011, as a result of inventory bulld-up In a customer focused on film and TV lighling
Howaver, sales are oxpacted to resume growth In the second half of 2012

Thie UV light engines business continues to grow and saveral new products were fMnallsed with
custamers In the last quarter of 2011,

The Innovate™ Chip-on-Board (COB) lechnology platform introduced In 2011 has reduced
production costs and Is now used In many products in both the speclalty and generaf lighting
product ranges

All R&D for the Group was centralised In Romsey In the first half of 2011 reducing overhead
through the closure of Enfis' Swansea premises. This move has also increased product
developmaent speed.

In lale October 2011, PhotonStar ralsed £1,25m to fund lavestment In lts ChromaWhite
manufacturing facllities. ChromaWhite Is the Group’s next generation light engine product,
which allows microprocessor conlrofled colour tuning and supenor light quallty, at an extremely
competitive price-point

ChromaWhite general lighting preducts were nominated for many awards and won the E-On
sponsored LA light source product of the year award in 2011. This was for a product designed
to be a Zhaga-compliant foolprint, Zhaga, of which PhotonStar Is a full member, Is an Industry-
wide body driving the adoption of standard specliications for interfaces to LED light engines.

Following the relocation of the LED Fixlures business manufaclurmg to South Weles, the Group
has now sourced, Installed and substantlally completed, the commissloning of manufacturing
equlpment at its Romsey premises for the full manufacluere of the Group’s ChremaWhite lght
engine product

Inteltectual property

The Group has made further progress during the year with Its patent portfolio and has been
granted two addilional patents since the last update, making a lotal of six granted and allowed
patent families In addition, further new Intellectual property was filed In the last quarter of 2011,

Financlal review

Group sales Increased by 123% to £6 08m {2010 £2 72m), reflecting the strong growth In LED
lighting fixture sales and the first ime Incluslon of Light Engine sales from the former Enfis
buslness acquired In late December 2010 Light Englne sales contributed £0.8m to 2011 sales

Group gross margin for 2011 was 35% (2010° 31%), with similar gross margin in both the
Lighting Fixture and Light Engine divisions

The increase In administralive expenses reflects the expanston of the Lighting Fixtures business
and the Inclusion of the Light Engines businass for the first time in 2011




PhotonStar LED Group PLC
Chief Exacutlve Officer's Statement {continued)

Non cash cosls (depreclalion, amorlisation and share based payments) Included In
adminlstrallve expenses increased to £0.46m (2010 £0.31m), princlpally reflacting Increased
patent and development cost, amoriisation In the expanded Lighting Fixlures business and the
first-time inclusion of the Light Engines busliness

The Group's pre fax loss for the year was £1 1m (2010 loss £0 9m) Basic and diluted loss per
share reduced to 1 1p (2010. basic and diluted loss per share 1 7p) The Group has lax losses
of approximately £5,5m avallable to set agalnst fulure trading profits

During 2019, the Group made capital expendilure of £08m, of which £0.4m was spent on
development of its LED lighting fixtures and light englnes, and £0 3m on plant and equipment

fn May 2011 the Group acquired the entire [ssued share capltal of Camtronics Vele Limlied The
Initial consideration was £026m {including £0,im cash) There is maximum additional
conslderation of a further £100,000 {Including £75,000 cash) payable In 2012

In Oclober 2011 the Group raised £1 25m net of expenses to suppori development of its
Chromawhife technology and provide further working capltal

During 2011 the Group Invested £0 6m In additiona) Inventorles and trade and other recelvables
In support of iis growing business

The Group's year-end nel cash position was £0 8m with avallable borrowing facilitiss of up to
£0 35m

Current trading and outlook

Whilst the LED Mumination market is still in its eary stages, currently accounling for less fhan
10% of tha $70hn global general lighting market, a rapld transition to LED lighting Is occurring
This is diiven by cosl reductions, Increased efficlency and multiple regulatory drivers such as
Europe-wide phased banning of Incandescent lamps and the code for sustainable homes,
PhotonStar is well positioned to take advantage of this opportunity

With a growing reputallon as a high qually and innovative manufacturer of LED lighting
products, export channels and overseas commercial opporunitles for PhotonStar are
increasing, with export expected to represent a more significant percentage of our business in
2012, as a result of growth in nerthern Europe and ihe Middle East In particular.

LED fixtures business

‘The new Tredegar manufacturing facility has now moved into operatlon and full praduction of
Luminalras has been transferred from Romsey This caused a limited capacity reductlon in
January which impacted both revenues and margins  However, with rapid growth In February
sales and a recovery to normal margins through greatly increased production levels, the LED
fixtures bustness has been EBITDA posliive (before ceniral costs) for the two months to the end
of February 2012.

LED light engines business
The UV light engines business continues to grow. Several new products finallsed with
customars In the last quarter of 2011 have begun shipping in 2012

The Installation of the new production line in Romssy for the manufaclure of the Group's
ChromaWhite light englne product Is now substanlially complele, The product s sampling now
and s on track for faunch at the Frankfurt baged Light and Bulld show In April 2012

The Group has made a good start to 2012 with further growth anticlpated during the res!t of the
year We remain on track to return a Group profit for the first ime In 2012

James McKenzie
Group Chlef Executive




PhotonStar LED Group PLC

Directors’ Report
for the year ended 31 December 2011

The direclors present the annual report and audited financlal statements for the year ended
31 December 2011

Princlpal activily, business revlew and future developments

The principal activily of the Group Is the design, development and manufacture of LED lighting
fixtures and fight engines.

The Consolidatad Statement of Comprehensive Income is set out on page 11 A review of the
group's trading durlng the year, its poslfion at year-end and iis prospects for the fulure, are set aut In
the Chief Execulive Oificer's Statement

Dividends
No dividand Is proposed In respect of the year (2010 £nil)

Key performance Iindicators {(KP)'s)

Gilven the straightforward nature and relalive size of the business, the Group's direclors are of the
¢pinfon that analysis using KPI's is not necessary for an undarstanding of the development,
performance or position of the business The key matrics monltored by the directors include ravenue,
sales pipaline, gross margin, overheads, profitability, cash flow and new product davelopment and
these are discussed regularly at board level and noted within the Financial Review In the Chief
Exacutive Offlcer’s Statemant

Risks and uncertaintlss

There are a number of polential risks and uncedalntles that could Impact on the group's
performange  Princlpally these risks and uncertainties relate to going concern and are sel out In
note 2.2,

FInancia! risk management

The directors’ assessment of key financla! nisks and the policles that have been put In place to
mitigale those risks are set out in note 3 to the financial statements

Rasearch and development
PhotonStar LED Group PLC continues to Invest [n research and development assoclated with the
deslgn, development and manufacture of LED lighting fixtures and light engines. Costs atinbuted lo

this process have been charged to the Income statement to the extent that they do not meet all the
cniteria for capilalisation as set out in JAS 38 'Intangible Assels’

Directors

The directors of the Group who served during the year are lisled below.

Directors Function

Drew Nelson Non-Executive Chairman
James McKenzie Chief Executive Offlcer
Majd Zoorob Chief Technology Offlcer
Cert Jones Chief Financlal Officer

Jonathan Freeman Non-Executive Director (appointad 28 March 2012)




PhotonStar LED Group PLC 6

Directors' Report
for the year ended 31 December 2011 (continued)

Detalls of directors' interests in share options over the Group's share capltal are set oul In note 21.

Employees

The Group's employmant policles are designed to afiract, retain and motivate the very best staff for
each rola in the Group, recognising that this can only be achleved through equal opporlunities
regardless of gender, race, rellglon or disablhly

Regular meglings are held with employees to discuss the performance of the Group as a whole and
the area In which they work Financlat and economic factors are dealt vath in this context.

Information concerning employees and thelr remuneration is given In note 18 to the financial
stalements

Capltal structure

Detalls of the Issued share capital are set out In nole 13 The Company has one class of ordinary
share which carrles no right to fixed income, Each share carrles the right to one vote at gensral
meetings of the Company.

There are no specific restrictions on the skze of a holding or on the transfer of shares, which are both
govemed by the general provisions of the Asticles of Assoclation and prevalling laglslation  The
direclors are not aware of any agreements helween holders of the Company's shares that may result
In restrictions on the transfer of securiies or on voting nghts  Substantial shareholders are listed In
the separate section that follows

Detalls of amployee share schemes are set out in note 13

Mo parson has any speclal right of conlrol over the Company’s share capital and &ll issued shares
are fully pald

The appointment and replacement of direclors of the Company Is governed by its Asticles of
Assoclation, the Companles Act 2006 and related legislation. The Aricles themselves may be
amendad by spscial resolution of the shareholders

Substantial Interests

As at 31 December 2011, the Group had been nollfied, In accordance with the Companles Act 2008,
of the following subsiantial interests of 3% or more in the ordinary share capital of the company.

% of ordinary

shares held

James McKenzle 143
Majd Zoorob 108
JM Finn 84
Herald Investment Trust 6.2
Arlemls 54
Axa Framlington 49

Donations

No donatlons were made dunng the year (2010 £nlf)

Pollcy and Practice on Payment of Creditors

The Group alms to setlle suppller accounts In accordance with Individual supphers' terms of

business The Group's average number of days' purchases oulstanding in respect of trade creditors
at 31 December 2011 was 83 days (2010, 78 days)
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Directors’ Report
for the yoar ended 31 December 2011 (continued)

Share Issues

Detlalls of shares issued during the year are set out in note 13

Golng concern

The direclors have concluded, having regard to the most recent projections available that the Group

and Company will have in place sufiicient funding to enable them to contlnue trading and mest thelr
liabllitles to third parties as they falt dua for the forasesable future.

Corporate governance

The company is listed on AlM and Is therefore not required to comply with the provislons of the UK
Corporate Governance Code

Disclosure of Information to Auditor

The directors who held cfiice at the date of approval of this Directors’ report confirm that, so far as
lhey are aware, there 1s no relevant audit information of which the Company’s auditor is unaware,
and each Dirgctor has taken all steps that he ought to have taken as a Director to make himself
aware of any relevant audit information and to establish that the Company's auditor Is aware of that

Information

Auditor

The auditor, PKF {UK) LLP, which has been appointed by the Direclors since the last Annual
General Meeting, has indicated lts willingness lo continue in office and a resoiution concerning its
reappointment will be proposed at the Annual General Meeting.

Approved by the Board of Directors
and signed on behalf of the Board

(o M Town

Cerl Jones
Company Secretary




PhotonStar LED Group PLC
Directors' Responsibilities Statement

The direclors are responsible for preparing the direclors’ repor and the financial statements In
accordance with apphicable Jaw and regulations,

Company faw raquires the directors to prepare financlal statements for each financlal year Under
that law the direclors have, as required by the AlM Rules of the London Stock Exchange, elected
to prepare the group financlat statements in accordance with International Financlal Reporting
Standards as adopted by the European Unlon and have glso elected to prepars the parent
company financlal statements in accordance with those standards Under company {aw the
directors must not approve the financial statements unless they are sallsfied thal they glve a frue
and falr view of the state of affairs of the company and the group and of the profit or loss of the
group for that period

In preparing these financlal statements the directors are required to.

+ select suitable accounting policles and then apply them consistently;

+ make judgmenls and acceunting estimates that are reasonable and prudent,

« state whether the financiaf statements have been prepared In accordance with IFRSs as
adopted by the European Unfon;

+ prepare the financlal statements on the golng concern basls unless It is inappropnate to
presume that the company and the group will continue In business.

The directors are rasponsible for keaping adequate accounting records that are sufficlent to show
and explain the company's transactions, to disclose wilh reasonable accuracy at any time the
financial position of the company and to enable them to ensure that the financlal statements
comply with the Companles Act 2006 They are also responsible for safeguarding the assels of
the company and the group and hence for laking reasonable steps for the prevenflon and
detaction of fraud and other regularities.

The directors are responsible for the malntenance and Integrity of the corporate and financlal
inforration Included on the company’s website, Legislation in the United Kingdom goveming the
preparalion and dissemination of the financial statements and other infermafion included In
annug! reporis may differ from leglstation in other Jurisdiclions.




PhotonStar LED Group PLC
Independent Auditor's Report to the Members of PhotonStar LED Group PLC

Ws have audited the financlal slatements of PholonStar LED Group PLC for the year ended 31
December 2011 which comprise the consolidated stalement of comprehensive Income, the
consolidaled and company slalemenis of flnanclal position, the consolidated and company
slatements of cash flows, the consolidated and company statements of changes In equily and the
related notes The financlal reporiing framework thal has been apphled in thelr preparation is
applicable law and Internallonal Financia! Reporting Standards (IFRSs) as adopled by the
European Unlon and, as regards the parent company financlal slatements, as applled In
accordance with tha provisions of the Companies Act 2008

This report Is made solely to the company's members, as a body, In accordance with Chapter 3 of
Part 16 of the Companles Act 2008. Qur audit work has been undertaken so that we might state to
the company's members these malters we are raquired to state to them in an auditor’s report and
for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company and the company's members as a body, for our
audit work, for this report, or for the opinlons we have formed

Respective responsibilities of directors and auditor

As explained more fully In the directors’ responsibilities statement, the directors ase rasponsible for
the preparatien of the financial statements and for being satisfied that they give a true and falr view
QOur responsibllity is to audit and express an opinlon on the financlal statemants in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require
us to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit Involves oblalning evidence about the amounts and disclosuzes in the financial slatements
sufficient to give reasonable assurance thal the flnanclal stalements are free from malerial
misstalement, whelher caused by fraud or error. This Includes an assessment of. whether the
accounting policles are appropriate to the group’s and the parent company's drcumstances and
have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial
statements. In addilion, we read all the financlal and non-financial informatlon In the annual report
to fdenlify material Inconsistencles with the audited financla} slalemants. If wo become aware of
any apparent material mlsstatements or inconsistencies we consider the Implicatlons for our report

Basis for qualified oplnlon on financial statements

Because we were appolnled auditors of PhotonSlar LED Group PLC during 2010 we ware not able
to observe the counilng of the physical Inventories for cerlaln of the company’s subsidiaries at the
beginning of that year or saflsfy ourselves concerning those Inventory quantities by alternative
means, Since opening inventories affact the determination of the resulls of operations, we were
unable to determine whether adjusiments fo the consolidated statement of comprehensivae income
might be nacessary for the year ended 31 Deeember 2010 Qur audit opinion on the financlal
statements for the year ended 31 December 2010 was modfied accordingly. Qur opinlon on the
current period's financlal statements 18 also modified because of the possibie effect of this matter
on the prior year's results of operations and the comparabllity of corresponding figures with the

currant year's figures

Qualified opinlon on financlal statements

In our opinlon, except for the possible effects on the corresponding figures of the matter descnbed in
the Basls for Qualified Opinion paragraph

+ the financlal statements give & true and fair view of the state of the group's and the parant
company's affalis as at 31 December 2011 and of the group's loss for the year then ended,
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Independent Auditor's Report to the Members of PhotonStar LED Group PLC
{continued)

+  the group financlal statements have been propery prepared In accordance with IFRSs as
adopted by the European Union,

+  the parenl company financlal statemenis have been properly prepared In accordance with
[FRSs as adopted by the European Unlon as applied In accordance with the provislons of
the Companles Act 2606; and

« the financial stataments have been prepared in accordance with the requiremants of the
Companies Act 2006

Emphasls of matter — going concern

in forming our opinion on the financial statements, which Is not modified, we have consldered the
adequacy of the disclosure made In note 2 2 to the financlal slatements concerning the diractors’
assessment of the company’s abllity to conlinue as a going concem. The group incurred & net
loss of £4,024,000 during the year ended 31 December 2011 and has been loss making since
Incorporation The directors have preparad projeclions that show the group Is able to oparate
within lts cash resources and exisiing borrowing facilitles over the next 12 months However, as
set out in note 2.2, the achievemant of thess projections is subject to malerlal market and
operational uncertainty. Consequently, there Is a material uncertalnty which may cast slgnificant
daubt abaut the company’s abulify to continue as a golng concern The financlal slatements do not
fnclude the adjusiments that would result if the company was unable o conlinue as a going
concem

Opinion on other matter prescribed by the Companies Act 2008

In our apinlen the Information given In the diracters’ report for the financlal year for which the
financial statements are prepared is consistant wilh the financlal statements

Matters oh which we are required to repont hy exception

In respect solely of the Emitation on our work relaling 1o stock, described above:

« wo have not obtained all the information and explanations that we considered necessary
for the purpose of our audit

We have nothing to reporl in respect of the following matters whara the Companles Act 2006
requires us to repart to you If, in our opinion

« relums adequate for our audit have ot been recelved from branches not visited by us, or

» the parent company financial stalements are rot In agreement vath the accounting records
and raluras, or

+ cerlain disclosures of directors’ remuneration specified by law are not made

PRE (U jLf

Timothy Smith (Senlor statutory auditor)
for and on behalf of PKF (UK) LLP, Statutory auditor 21 A\qﬁ\ 20V2

Cardiff, UK




PhotonStar LED Group PLC

Consolidated Statement of Comprehensive Income

for the year ended 31 December 2011

Notes 2011 2010
E'000 £'000

Revenue 5 6,061 2,720
Cost of Sales (3,915) {1,888)
Gross Profit 2,146 832
Administrative Expenses (3,272) {1,793)
Other Income 34 60
Operating Loss 6 (1,092) (901}
Financial Expense 20 {13) (2)
Loss hefore Income Tax {1,105) {903)
income Tax Credit 22 81 17
Loss attributable to the equity (1,024) (886)
shareholders of the parent
Total Comprehensive Income for the year (1,024) {886)
altributable to the equily shareholders of
the parent
Loss per share
Baslc and diluted 24 (1.1p) (t7p)

The resulls rolate to continulng operations.

The company has elected to take the exemption under seclion 408 of the Companles Act 2006 to
not present the parent company statement of comprehensive Incorne

The loss for the parent company for the year was £743,808 (2010 loss £805,000)

The notes on pages 18 to 48 are an Integral part of lhese consolidated financlal statements

11




PhotonStar LED Group PLC

Registered number: 06133765 (England and Wales)

Consolidated Statement of Financlal Position
As at 31 Decembar 2011

12

o35 20
Non-Current Assets
Property and Equipment 8 488 123
Intangible Assels 9 2,643 2,139
3,031 2,262
Current Assets
Inventories 10 785 319
Trade and Other Recelvables 11 1,336 427
Current Tax Assets 108 183
Cash and Cash Equivalents 12 748 1,885
3,067 2,314
Total Assels 6,098 5,076
Equity
Capital and reserves attrlbutable to equity holders
of the Company
Ordinary Shares 13 9,875 8,638
Share Premium 13 5,282 5,108
Share Option Reserve 420 265
Reverse Acquisition Reserve 3" (8,843) (8,843)
Accumulated Losses {2,650) {1.626)
Total Equity 4,084 3,542
Liabllitles
Current Liabilities
Trade and Other Payables 15 1,710 1.267
Borrowings 16 148 38
Provisions 17 141 227
1,099 1,632
Non-Current Liabllities
Daferred Tax Liabilities 15 2
Total Liabllitles 2,014 1,634
Total Equity and Liabilities 6,008 6,076

The notes on pages 18 to 48 are an integral part of these consalldated financial statements.

The financlal statements were approved and authorlsed for issue by the board on 2’7 April 2012

and were slgned on its behalf by

. 7
M ews
Ceri Jones
Director
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Registered number: 06133765 (England and Wales)

Company Statement of Financial Position
As at 31 December 2011

13

Notes 2011 2010
£'000 £'000
Non-Current Assets
Investments 7 6,467 5,102
6,467 8,102
Cuirent Assefs
Trade and Other Recelvables 11 718 266
Cash and Cash Equivalents 12 567 1,620
1,286 1,786
Total Assets 7,753 6,888
Equity
Capiltal and Reserves attributable to Equity Holders
of the Company
Ordinary Shares 13 9,875 8,638
Share Premlum 13 5,282 5,108
Share Oplion Reserve 490 393
Accumulated Losses {(7,994) (7,251}
Total Equity 7,653 6,888
Liabilities
Current Liabilitles
Due to Vendors of Acquired Business 14 100 -
Total Liahiities 100 -
7,753 6,088

Totel Equity and Liabllities

The noles on pages 18 to 48 are an integral part of these financial stalements

The financial statemants were approved and authorised for issue by the board on 27Aprll 2012

and were signad on Its behalf by.
Q@u; A feﬂ,ﬂ

Cerl Jones
Director




PhotonStar LED Group PLC

Consolldated Statement of Cash Flows for the year ended 31 December 2011

Notes
Cash tiows from operating activities
Operating loss
Depreclation 8
Amoriisation 9
Share oplion charge
Grant income 6
Recelpt of government grants
Change [n Inventories 10
Change In trade & other receivables 11
Change In trade & olher payables 15
Cash used In operations
Interest pald 20
Tax received
Net cash used in operating activities
Cash flows from Investing activitles
Acquisition of subsldlary 28
Cash acquired by acquisilion 28
Purchase of property and equipment 8
Purchass of Intangible assels g
Net cash {usedYgenerated In investing activitles
Cash flows from financing activitles
Proceeds from the issue of ordinary shares 13
Repayment of borrowings
Net cash genarated trom financing activities
Net (decrease)fincrease In cash and cash equivalents
Cash and cash equlivalents at the start of the year 12
Cash and cash equivalents at the end of the year 12

14

2011 2010
£'000 £000
(1,082) (901}
138 28
173 82
165 206
(34) (60)
61 59
{297} )]
(289) 96
{345) 250
(1,632) (313)
(13) (2
35 10
(1,610) (305)
{100) (35)
11 175
(310) 8
{446) (104)
(845) 2
1,246 2,130
{28) -
1,218 2,130
{(1,137) 1,853
1,885 32
748 1,885

The notes on pages 18 to 48 are an Integral part of these financlal statemenls,




PhotonStar LED Group PLC

Company Statement of Cash Flows for the year ended 31 December 2011

Cash flows from operating achivities

Operating loss

Share opfion charge

Impairment of investment

impairment of loan to subsldary

Impalment of loan to Employee Benefit Trust
Cash genarated/{used) in operating activities
Cash tlows from Investing activities

Change In Intra group funding

Net cash used in operating activities

Cash flows from invesiing activitles
Investment In subsidiary undertaking
Acquisllion of subsidiary

Net cash used In Investing activities

Cash flows from financing aotlvities
Proceeds from the Issue of ordinary shares
Net cash generated from financing activities

Net (decrease)increase in cash and cash equivalents
Cash and cash equlvalents at tha stant of the year
Cash and cash equivalents at the end of {he year

18

Notes 2011 2010
£'000 £000
(743) (805)
o7 167
- 572
646 48
- 18
1 {1,089) (268)
{1,099) {266)

(1,000)
28 (100) .
(1,100) .
13 1,246 1786
1,246 1,786
(953) 1,620
12 1,520 .
12 567 1,520

The notes on pages 18 to 48 are an Integral part of these financlal statements
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Consolldated Statement of Changes In Equity
for the year ended 31 December 2011

Ordinary Share  Reverse
Share Share Option Acquisition Retained

16

Capital Premium Reserve  Reserve Losses Total
£000 £000 £000 £7000 £'000 £'000
Balance at 1 January 2010 1,498 5,294 59  (5590) (740) 521
Issue of new shares 7,440 {186) - - - 6,954
Reverse Acquisition Reserve - . - (3,253) - (3.253)
Shars option charge _ _ _ _
208 206
Loss and tolal comprehensive . R ) B
loss for the year (886} (688)
Balance at 31 Dacember 2010 8,638 5,108 285 (8,843)  (1,626) 3,542
Issue of new shares 4,237 174 - - _ 1,411
Share option charge - “ 158 - . 186
Loss and total comprahensiva _ . _ ;
loss for the year .02y (1.024)
Batance at 31 December 2011 9,875 5,282 420 (68,843)  (2,650) 4,084

The notes on pages 18 to 48 are an Integral part of these financial statemenls




PhotonStar LED Group PLC

Company Statement of Changes in Equity
for the year ended 31 December 2011

Ordinary Share
Share Share Option  Retainad
Capital Premlum  Reserve Losses Total

£'000 £000 £'000 £'000 £000
Balance at 1 January 2010 1,498 5,294 226 {6,446) 6572
Issue of new shares 7,140 (188) - - 6,954
Share option charge - - 167 - 167
Loss and total comprehensive loss - - - (805) (805)
for the year
Balance at 31 December 2010 8,638 6,108 393 {7,251} 6,888
fssue of new shares 1,237 174 . - 1411
Share option charge . _ 97 - 97
Loss and totaf comprehansive loss -
for the year 3 N (743) {743)
Balance at 31 December 2011 9,875 5,282 490 {7,994) 7,653

The notes on pages 18 to 48 are an integral parl of these financial statements
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PhotonStar LED Group PLC

Notes to the financlal statements for the year ended 31 December 2011
1 General Informatlon

The princlpal activity of the group is the design, developmert, manufaciure and sale of LED light
fixtures and light engines

The company Is a publilc limited liabliity company Incorporated and domlclled In England and
Wales and fisted on the Aitemative investment Market (AIM').

The directors conslder there to be no ullimale controlling shareholder of the company.

The address of the registered office Is Unit 8 Wastiink, Belbins Business Park, Cupernham Lane,
Romsey 8081 7JF and the registered number of the company Is 06133765,

2  Summary of significant accounting policies

The princlpal accounting policles applisd In the preparation of these financla) stalements are set
out below These policles have been consislently applied to all the years presented, unlass
otherwise stated,

21 Basls of preparation

The consolidated financlal statements of PhotonStar LED Group PLC have been prepared in
accordance with the requirements of the AlM rules and In accordance with International Financlal
Reporting Standards as adopled by the Ewropean Unlon, IFRIC Intarpretations and the
Companias Act 2006 applicable to companies reporting under [FRS

The preparation of financial slatemants In conforeity with IFRS requires the use of certain critical
accounling estimates. it also requires management o exarclse its judgement in the process of
applylng the group’s accounting policles The areas Involving a higher degree of judgement or
complexily, or areas where assumpfions and estimates are slgnificant to the consolldated
financial statements are disclosed 1n note 4.

(a) New and emended standards adopted by the group

Standards and amendments to IFRSs which were effecive for the current period did not have a
material effact on these consotidated financlal stalements

(b) Standards, amendments and Interpretations to existing standards that are not yel effeclive
and have nol been early adopted by the group

The company has not adopted any standards or interpretations in advance of the required
Implamentation dates Itis not expected that the adopllon of any other standards or
intarpretalions which have been issued by the Intematlonal Accounting Standards Board
but have not been adopted Wil hava a materal Impact on the financlal statements
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PhotonStar LED Group PLC

Notes to the financlal statements for the year ended 31 December 2011

2 Summary of slgnificant accounting policies (continued)
22 Going Concern

The directors have adopted the going-concern basls in preparing the financial statemenls for the
year to 31 December 2011 In reaching this conclusion, the directors have consldered for both the
Company and the Group, current trading and the current and projected funding position for the
pariod of Just over 12 months from the date of approval of the financial stalemnents through to 30
Apnl 2013

Current Funding
Group net cash balances at 31 December 2011 were £0 6m Since then the Group has

+ continued to execuls its business plan by:
o making further invesiment in capilal expendllure In support of bringing s
Chromawhite technology inte volume produclicn,
o expanding Its worklorce In support of the growth of its lighling fixiure business
and the transfer of its production facillty to South Wales

Projectad Funding

The cash flow projections show that the Group can continue to oparate utilising existing cesh
rosources, exisling borrowlng faclliles and anticlpated Innovaton funding for & perfod of 12
months from the date tha financlal statements were signed

The achievement of these projections s subject to uncertainties described below,

The projections Include assumptions on the amount and timing of revenue and gross margin that
the Group expects to achieve during the perlod of the projections These assumphons are subject
to both market and operaticnal uncertainty

Tha Group has Incurred a net loss of £4,024,000 in the year and has been loss making since
Incorporation The projections reflect the direclors’ expeclatlon that the Group will become
EBITDA positive in the second half of 2012 To the extent there Is a shorlfall In revenue and/or
gross margin, It Is likely to be at least parially offsel by a reduction In working capital
requiremants. No addilional equity funding has been assumed in the cash flow projections, but
should It be required there can be no guarantee either as to its avallabliity or fhe terms on which it
would be made avallable

Conciusien

it Is acknowledged that the achtevement of these projections Is subject to market and operational
unceriainty as oullined above and consequently there Is a malerlal uncertainty which may cast
significant doubl about the Group’s and Company's abllily fo coniinue as & golng concem.
Nevertheless, after taking account of the Group's current funding posllion, its cash flow
projections and the risks and uncerlainties assoclated wilth these, the directors have a reasonable
expectation that the Group and Company has access to adequate resources to continua in
operatlonal existence for the foreseeable fulure, For these reasons they continue fo prepare the
financia! statements on a going-concern basls, Theso financlal statemenis do not include any
adjustments that would resuit from the golng-concern basls of preparation belng inappropriate
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PhotonStar LED Group PLC

Notes to the financial statements for the year ended 31 December 2011

2 Summary of significant accounting policies {continued)
23 Consalldation

These financlal stalemants are the consolidated financial statements of PholonStar LED Group
PLC and all of its subsidianes (*the Group’}.

Business comblnations

Business combinallons are accounted for using the acquisition melhod The consideration for
acquisition i3 measured at the falr values of assets given, liabllities Incurred or assumed, and
equity instruments issued by the Company In order to oblain conlraf of the acquires (st the date
of exchange). Costs such as professlonal fees Incured In conneclion with the acqulisifon are
recagnised In the slatement of comprehensive income as Incurred

if the Initial accouniing for a business combination Is incomplete by the end of the reporting period
in which il occurred, provisional amounis are reported for the items for which the accounting Is
incomplele During the measurement period, the provisional amounts recognised at the
acquisition date are adjusted retrospectively to reflect new Information obtained about the facls
and clreumstances ihat existed at the acquisition date and which, if known, would have affected
lhe measurement of the amounts recognised at that date. The measurement period Is the penod
from the acquisilion date to the date by which complete Information has been recelved about the
facts and clrcumstances at Lhe acquisition date, subject to a maximum of one year

Subsidiaries

Subsidlarles are all entliles over which the company has the power to govern the financial and
operating policles generally accompanying a shareholding of more than one half of the voling
rights. The existence and effect of potentlal votling rights that are currenlly exercisable or
converlible are considered when assessing whether the group controls another entity
Subsldiarles are fully consolidaled from the date on which control Is transferred to the group
They are de-consolidated from the date that conlrol caases

Inter-company transactions, balances and unreallsed gains and losses on transactions betwean
group campanies ere eliminated

24 Segmantal reporting

IFRS 8 requires that segmental Information be disclosed on the basis of information reported to
the chief operating deciston maker. The Group conslders that the role of chief operating declslon
maker Is performed by the Group's Board of Directors

Although The Group has different entlies in the United Kingdom operaling as wholly-owned
subsldiaries, thelr pnmary actwities focus on the supply of LED lighting fixtures

Following the reverse takeover of Enfls on 23 Dacember 2010, the Group in 2011 operates In fwo
business segments, LED Light Fixtures and LED Light Engines Fulure interim and annual reports
wall report on these segments, which Is conslstent with the Group's Inlernal reporting

2.6 Farelgn currency translation

The functional currency of the group and company Is sterling Forelgn currency transacifons are
translated into the functiona! currency using the exchange rates prevalling at the dates of the
transactions. Forelgn exchange gslns and losses resulling from the setlement of such
ransactions and ifram the Wtranslalion al year end exchange rales of monelary asseis and
liabllittes denominated In forelgn currencies ere recognised In the stalement of comprehensive
income
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PhotonStar LED Group PLC

Notes to the financial statements for the year ended 31 December 2011

2 Summary of significant accounting policies (continued)

26 [Investments

Investments are stated at cost less accumulated Impalrment

2.7 Intangible fixed assels — patents, development costs, customer lists and goodwill
Patents and development cosis

Acquired patenls associated valh Internally developed intellectual property are shown af historical
cost Palents have a finlte usefu! lfe and are carrled at cost less accumulated amortisation
Amortisation Is calculated using the straight-line melhod to allocate the cost over lhelr estimated
useful wes {5 years)

The costs assoclated with acquiring patents relaling to technology which are no longer Integeal to
the product range planned for market are expensed to the statement of comprehensive Income

Dsavelopment cosls caplialised under IAS38 are carrled at histoncal cost.  Development costs
have a fimte useful life and are cariled el cosl less accumulated amortisation Amorlisation Is
calculated using the siralght-line melhod to allocate the cost over their estimated useful lives (6
years) Amartlsation only commences when the asset Is avaifable for use.

Intangible amorfisation Is recognised within adminislralive expenses In the slelement of
comprehensive Income

Customer lists

Customer lisls are stated at falr value on acquisilion less amortisation recognised since
acqulsition

Amorlisation of customer fists is caleutated using the straight-line method to allocate thelr cost to
thelr residual values over thelr estimated useful lives, as follows,

Architectural Lighting & Controls customer list— € years

Goodwill

Goodwlll arlsing on acquisition Is the residual cost of the acquisition after allocation of the
consideralion pald to the falr value of the nsel tangible and other Intangible assels acquired
Goodwill valuation is sublect to annual review for Impairment, and any writedown resulting from
Impalrment is charged fo the statement of comprehensive Income

Impalrment of assets

The group assesses annually whether there 1s any indication that any of its assels have been
impalred If such Indication exists, the assel's recoverable amount Is estimated and compared to
Its carrying value Where it Is impossible to estimate the recoverable amount of an individual
assel, the Company eslimates the recoverable amount of the smallest cash-generaling unit lo
which the asset is allocated.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount an impalrment loss Is recognised Immediately In the stalement of comprehensive
incoms, unless the asset is carrled al a revalued amount, In which case the impalrment loss s

recognised as a decrease |n the revaluation reserve

Far goodwill, Intangible assets that have an Indefinite life, and Intangible assels not yel avallable
for use, the recoverable amount Is eslimated annually and whenever there is an indicatron of
Irnpalment
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PhotonStar LED Group PLC

Notes to the financial statements for the year ended 31 December 2011t

2 Summary of significant accounting policies {(continued)

28 Plant and equipment

All plant and equipment Is staled at cost less accumulated depreclation. The cost of plent and
equipment includes expenditure that Is directly attributable (o the acquisition of the assets

Depreclation on alt plant and equipmant Is calculated using the straight-line methad to allocate
cost [ess residual value over estimated useful life, as follows:

Planl and equipment  3—§ years

Resldual values, remalning useful lives and depreciation methods are reviewed annudlly and
adjusted If appropriate An asset's carrylng amount Is written down Immediately to its recoverable
amount If the assel’s carrying amount Is greater than lts estimated recoverable amount.

Galns and losses on disposals are determined by comparing the proceeds with the carrying
amount and are recognised In the statement of comprehensive income

Repairs and maintenance expandilure [s writlen off 1o the statement of comprehensiva Income as
Incurred

29 Research and developmant

Expendlture on research is charged to tho Income slalemant as Incurred. Expenditure on product
development is capliatised as an infangible asset in the sfatement of financlal position from the dafe
that the expenditure Incurred on the development meets all the capitalisation criteria detalled balow:

» Technical feasibitly of completing the asset so that it will be avallable for use ar sale can be

demonstrated,

The Intention to complete the asset and use or sell it can be demonstrated;

The abllity to use or sell lhe asset can be demonstrated,

The abihly to demonslrate how the asset will generate probable future econamic benefits;

The abllity to demonslrate the availabilly of adequate technical, financial and other

resources to complete the development and to use or sell the asse!, and

+ The sbilty to measure rellably the expendllure attnbutable to the assel during ils
development

" ¢+ 8 @

Expendilure on product development Is expensed to the Income slatement as Incurred where the
capilalisallon criteria are not met Development costs recognised as an expense are not recognised
as an assel In a subsequent perlod

210 Trade recelvahles

Trade receivables are slaled al the original Invoice amount less provision for impalrment A
provision for impalmment of frade receivables is established when there is objeclive evidence that
the company will not be able to collsct ali amounts due according o the original tarms of the
recelvables Significant financlal difficulties of the debtor, probabllity that the debtor will enter
bankruptcy or financial reorganisation, end defaull or delinquency In payment are considered
indicators that the trade receivable Is impalred. The carrying amount of the assst [s reduced
through the use of a provislon account, and the emount of the loss Is recognised within
adminisiralive expenses in the statement of comprehensive income Trade recsivables are nol
discounted as the effect would be Immateral
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Notes to the financlal statements for the year ended 31 December 2011

2 Summary of slgnificant accounting policles {(continued)
2,11 Inventorles

Invenlorles are stated at the lower of cost and net reallsable value, Cost s determined using the
first fn, first out method The cost of finished goods comprises tha purchase price Including
transpart and handllng costs

Net realisable value Is the estmaled selling price In the ordinary course of buslness, less
applicable variable selling expenses

2,12 Cash and cash equivalents

Cash and cash equivalents includes cash In hand, deposits held at call with banks and other
short-term highly liquid invesiments, with original maturties of three months or less

2,13 Share capital

Ordinary shares are c¢lassified as equily. Incremental costs directly aftributable to the Issue of
new shares or options are shown in eqully as a deduction, net of tax, from the proceeds.

214 Trade payables

Trads payables are non-derivatlve financlal liabilities with fixed or determinable payments Trada
payables are included in current Habliitles, except for malturtios greater than 12 months after the
statement of financlal position date. These are classified as non-current llabilitles, Trade payables
are recognised at cost They are not discounted as the effect would be Immaterial

215 Borrowings

Borrowings are recognised Intially at falr value, net of transaction costs incurred Bomowings are
subsequently slated at amortised cost with any difference between the proceeds (net of
transaction costs) and the redemption value recognised in the income statement over the period
of the borrowings using the effeclive interest rate method

Borrowings aro classified as cumrent llabilitles unless the company has an unconditional right to
defer settlement of the liability for at feast 12 menths after the balance sheet date

2,16 Current and deferred Income tax

The current Income tax charge [s calcufated on the basls of ths lax laws enacted or substantively
enacted at the slaternent of financlal posilion date In the countries where the company's
subslidiaries and assoclates opsrate and generate taxable Income Management perlodically
evaluates posillons taken In tax returns with respect to situations In which applicable tax
reguiation Is subject 1o Interpretation and eslablishes provisions where appropriate on the bagls of
amounts expected to he paid to the tax authoritles

Deferred income tax Is provided In full, using the liabllity method, on temporary differences arising
betwean the tax bases of assets and labillles and their camrying amounts In the financlal
slalemsnts. Howaver, deferred Income tax Is not accounted for If It anses from Inftial recognition
of an asset or liabillty In a transaction other than a business combination that at the time of the
transactlon affects nelther accounting nor taxable profit nor loss. Deferred Income tax Is
determined using tax rates (and laws) that have been enacled or substantivaly enacted by the
statement of financlal position dale and are expected to apply when the related deferred income
tax asset Is reallsed or the deferred Income tax liability Is setled Deferred Income tax assets are
recognised to the extent that it is probable that future taxable profit will be available against which
the temporary differences can be ulilised.
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Notes to the financial statements for the year ended 31 December 2011
2 Summary of slgnificant accounting policles (continued)

217 Revenue

Revenue comprises the falr value of the consideration received or recslvable for the sale of
goods and servicas or conslderation recelvable from cooperative partners for product
development In the ordinary course of the company’s activitles Revenus is shown nel of value
added taxes, relurns and rebales

Revenue Is recognised when the amount can be reilably measured and it Is probable that future
aconomlc benefit will flow to the Group under the terms of any sale agreements Revenue Is not
considered to be rellably measurable untl all contingent clauses In sale agreements are met
Revenue Is recognised when goods are involced, This normally corrasponds 1o the data that
goods are either despatched to customers or nolified to ex-works customers as avallable for
collectlon

Details of the accounting policy for warranty and stock refurn provislons are In nole 2 21,
238 Government grants

Granis from the government are recognised at thelr falr value where there Is reasonable
assurance that the grant will be received and that the company will comply with all altached
canditlons,

Government grants relaling to costs are deferred and recognised in other income In the stalement
of comprshensive Income over the perlod necessary to match (hem with the costs that they are
intended to compensate

Capltal granis that relate to specific capltal expenditure arg included i current and non-current
{iabibtles as deferred Income which is credited to the statement of comprehensive lncome over
the related asset's useful lifs,

219  Operating leases

Operating lease payments are recognised as an expense on a siraight-line basls over the lease
term. Contingent rentals arising under operating leases are racagnised in the perlod in which they
are Incurred

Lease incenlives and similar arrangements of incenfives are taken Into account when calculating
the stralght-lined expense

220  Share based payments

The Company operates an equity-settled, share-based compensation plan  The falr value of the
employee services recelved In exchange for the grant of the aptions Is racognised as an expense
and credited to the share option reserve within equity. The total amount lo be expensed over the
vasling period is determined by reference fo the falr value of the oplions granled, excluding the
fmpact of any non-market vesting conditlons (for example, profitabliity and sales growth targets)

The proceeds recelved net of any directly attrlbutable lransactlon costs are credited to share
capital (nominal value) and, if applicable, share premlum when the options are exercised

Share based payments are faclitated by an Employee Benefll Trust which Is consolidated In the
Group financlal statlemenis
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Notes to the financlal statements for the year ended 31 December 2011

2 Summary of significant accounting policles (continued)
2.21 Provisions
The Group's principal provistons relate to product warranties and stock returns from distributors,

Provisions are recognised when the group has a present obligation as a resull of an event thal
occurred In the past and the selllemont of that obligation will resuit In an outllow of rescurces, bul
the timing of or amount that will be required to settle Is uncertain The amount recognised as a
provision s the best estimate of the consideratlon which wilt be required 1o settle the obligation

222 Retirement benefits

The Group operates defined contribution plans A defined contribution plan Is one where the
group pays fixed contnbutions Into a separate enlity. These contributions are expensed In the
period In which the employees rendered the services entilling them to the benefils

3 FInancial risk

3.1 Capital risk management

The capital struclure of the Group conslsts of debf, which comprizes the borrowlngs disclosed In
note 14, cash and cash equivalents and equity atinbutable to equity holders of the parent,
compnsing issued capllal, reserves and retalned earnings as disclosed In the stalement of
changes in equity.

3.2 Financial risk factors

The Group and company’s operations expose |t lo a variety of financlal risks that include the
effects of credit risk, liquidity risk and Interest rate risk  The group and company havein place a
risk management programme that seeks to limit the adversa effects on the financial performance
of the group and company by monitoring levels of debt finance and the related finance costs The
group and company do not use derivative financial instruments lo manage interest rate costs and
as such, no hedge accounting Is applied

Given the size of the group and company, the directors have not delegated the responsibllity of
monitonng financlal risk management to a sub-committee of the board The policies sel by the
board of directors are Implemented by (he group and company’s financa department.

{a) Market Risk

()  Forelgn exchange risk
The group distributes and sells Internationally and Is exposed to forelgn exchangs risk
arising from varlous currency exposures, primarily with respect to the US dollar and UK
pound. Forelgn exchange risk atises from future commerclal ransactions and transtation
of forelgn currency denciinated monelary assets and liabliities  Forelgn currency risk Is
menaged via the purchase of raw materlals and the sale of products In equivalent
currencles.

(i) Pricerisk
The group has periodic price reviews within distributor sales conlracts that enable the
company lo reassess and adjust for price risk as part of contractual negotiations
Commadity price sk Is assessed as medium as a resull of the varlous supply alternatives
avallable for key componenls

(b) Cred risk
The group has Implemented policlas thal require appropriate credit checks on potential
customers before sales are made, The group’s credil nisk Is primarily atfrbutable to lis
trade receivables balance The amounts presented In the statement of financial position
are net of allowances for Impalrment
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Notes to tha financial statements for the year ended 31 Decembar 2011
3.2 Financial risk factors (continued)

{c} Liquidity nsk
Liquidlty risk Is fhe nsk thal an enfity will encounter dlfficulty in meeling obligatlons
associated with financial fablfties The Group's financial flabllitfes mciude Its borrowings
and trade and other payables shown in note 14 Responsibility for monitoring liquidity risk
and for ansunng that Group members are adequately funded ligs with the parent company
PhotonStar LED Group PLC Contraclual maturily analysis for financlal liabilities Is also
shown In note 14

(d) Interest rate cash fiow risk
The group has both Interest bearing assets and Interest bearing llabilitles  Interest bearing
assets comprise only cash balances, which earn interest at floaling rates. interest beanng
llabllittes comprise debt at lixed and floating rates.

4 Critical accounting estimates and judgements

In the preparation of the financial information the directors must make estimates and assumptlons
that affect {he assef and Habiliy ifems and revenue and expenze amounts recorded in the
financial statemenis. These estimates are based on historical experience and varlous other
assumptions thet the Board belleves are reagsonabla under the circumstances. The resulis of this
form the basis for making judgements about the carrying value of assets and liabilities that are
not readily avallable from other sources

The principal area where Judgement has been exerclsed In the financlal statements Is In respect
of Intangible assets

Impairment of non-current assets

Determining whether Intangible essels or plant and equipment sre Impalred requires an
estimatlon of the value in use of those assets

The vslue In use calculation requires the group to estimate the fulure cash flows expected lo
arlse from the business or asset and to apply a sultable discount rate In order to calculate present
value

The carrying value of Intanglble assets was £2,543,000 and properly, plant and equlpmant
£488,000 at the statement of financial position date Based on the calculalions prepared by the
directors, no impalment Is requlrad

Stock Provisions

The directors review at each reporiing date the net realisable value of all slock Where the cost of
stock is believed to exceed lis net realisable value, stock provisions are made to reduce cost to
net reallsable value, taking Into account the cosfs of disposal The stock provislon ef 31
December 2011 was £561,000 (2010. £286,000)

Deferred tax

The group has tax losses of approximately £6 million available for off-set agalnst fulure laxable
profits In determining the vaius of the deferred tax asset that can be altributed to these losses,
Ihe directors have to estimate fulure taxable profits and the perlod over which the asset may be
recovared The directors consider the most up-to-date forecasts for the business and assess the
risks Inherent in achieving those forecasts Al the statement of financial posltion date, no
deferred tax asset has been recorded  The deferred tax asset may be recognised again In the
future If there Is an Improvemenl in the forecast taxable profils.
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Notes to the financlal statements for the year ended 31 December 2011

b Segmental Information

‘The directors consider that for the year ending 31 December 2011 the group has operated In two
business segments, LED Lighting Fixtures and LED Light Engines

The group's princlpal activity consisted of the design, development, manufaclure and sale of LED
Lighting Fixlures and LED Light Engines, with tumover and operating loss on ordinary activities
arising entirely from within the UK and from these actlvities. The group's revenue by destination
has bsen generated from the UK and Europe

Lighting Lighting Light Light Total Total

Fixtures Fixlures Engines Engines
2011 2010 2011 2010 2011 2010
£'000 £'000 £'000 £'000 £000 £000
European Union 5,219 2,720 842 - 6,061 2,720
Total Revenue 6,219 2,720 842 - 6,061 2,720
Adusted EBITDA {266) (586) (362) - {628) {586)
Depreciatlon and (224) (108) (85) - (308) (109)

amortisation

Interest expense (13) (2) - - (13) (2)
Income tax credit 81 17 - - 81 17
Total assals 3,343 1,133 2,607 2,058 5,350 3,191
Total Jabllities 1,626 860 288 674 1,014 1,534

A reconclilation of the adjusted EBITDA to the loss before tax Is as follows:

Total Total

2011 2010

£000 £:000

Adjusted EBITDA for reportable segments {628) {5806)
Depreclalion and amaortisation {308) (109)
Share optlon charge (165) (206)
Interast expense {18) (2)

Loss before tax {1,106) (903)
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5 Segmental Information (continued)

A reconclliation of the reportable segments' assets to the Group’s total assets Is as follows’

Total Total

2011 2010

£'000 £000

Segment assets for reporiable segments 5,350 3,191
Unallocated

Cash at bank 748 1,885

Totat assets per the Statement of financtal position 6,098 6,076

A reconciliation of the reportable segments’ hiabllilies to the Group's total liabilittes is as follows

Total Tolal

2011 2010

£000 £'000
Segment llabllities for reportable segments 1,914 1,634
Unallocatad.
Dus to vendors of acquired business 100 -
Tolal liabllities per the Statament of financial position 2,014 1.5634
6 Operating Loss
Operating loss 1s stated after 20 2010
charglng/(crediting): £000 £'000
Exchango gains - (3)
Staff costs 2,274 1,040
Depreciallon 136 26
Amortiselion of intanglble assets 173 82
Research and development 408 326
Operating lease expense 108 46
Cost of inventory recognised as expense 3,915 1,888
Impalrment of trade recelvables 134 43

Govermmaent grant income (34) (60)
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7 Investments in subsidiary undertakings
Company 20114 2010
£'000 E'Q00
Opening balance 5102 572
Business combination 365 5,102
investment In subsidiary undertaking 1,060 -
impalrenent - (572)
Closing balance 6,467 5102

Name Country of Proportion of ownership  Principal activities
Incorporation Interest
Enfis Limited England and 100% interest In Crdinary  Dormant
Wales Share Capltal
PhotonStar LED Limited Enrgland and 100% Interest in Ordlnary  Dasign and development
Wales Share Capital of LED lighting fixtures,
Architectural Lighting & England and 100% Interest In Oxdinary  Lighting design and supply
Contrals Limited Wales Share Capital*
PholonStar Technology England and 100% Interest In Ordinary  Deslgn and development
Limited Wales Share Capital of LED light engines
Camironics Valo England and 100% Interestin Ordinary  Specialist electronics
Limited Wales Share Capltat Manufacture

*Shares held by subsidiary company.

On 13 May 2011 the Company acquired the entlre Issued shars capilal of Camironics Vals Limited
for an initlal conslderalion of £265,000 satisfied by the Issue of 1,121,075 {10p ordinary shares In
the Company at a falr value of 14.75p per share and the payment of £100,000 in cash The
vendors are entitled to additional consideration of up lo £100,000 to be satlsfled 75% In cash and
25% by the fssue of further shares In Photonstar LED Group PLC. This additional conslderation Is
payable in 2012 following announcement of the Group’s results for the year ended 31 December
2011

On 23 Dacember 2010 the Company acquired the entlre Issued share capltal of PhotonStar LED
Limited through the issue of 51,023,842 10p ordinary shares In the Company at a falr value of 10p
per share. On the same date, holders of share options in PholonStar LED Limited received In
aggregate 10,263,715 replacement options over shares in the Company at an exerclse price per
share of 2,8 pence

During the year the Company subscribed £1,000,000 for ordinary shares In PhotonStar LED Limited,
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8  Property and Equipment
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Group Prop:rrtlar

Equlpment Total

£'000 £'000

Cost
Al 1 January 2010 108 106
Additions 8 8
On Acquisition 82 82
At 31 Dacember 2010 196 196
Additions 310 310
On Acqulsition 191 191
At 31 Dacember 2011 697 697
Accumulated depreciation
At 1 January 2010 47 47
Charge for the year 28 28
At 31 December 2010 73 73
Charge for the year 136 136
At 31 December 2011 209 209
Net book valug
At 31 Deceamber 2011 488 488
At 31 December 2010 123 123
At 31 December 2008 59 59

At 31 December 2011 tangible fixed assets with a net book value of £nil (2010 £81,805) were
pladged as sscurily for the bank loan {see nole 15 Trade and olher payables)

The company has no fixed assels.
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9 Intangible fixed assets

Group Patants Customer  Goodwill Development

Llcensei 'LISl , C?sls ' Total

£000 £'000 £1000 £000 £'000

Cost
At 1 January 2010 103 243 106 - 452
Additions 104 - - - 104
On acqulsition 20 - 1,626 60 1,708
At 31 December 2010 227 243 1,732 60 2,262
Additions 48 - - 398 446
On acqulsition - - 131 - 131
At 31 December 2011 275 243 1,863 458 2,839
Amortisation
At 1 January 2010 18 25 - - 41
Charge for the ysar 41 4 - - 82
At 31 December 2010 57 66 - - 123
Charge for year 55 40 - 78 173
At 31 December 2011 112 108 78 295

Net hook value

At 31 December 2011 163 137 1,863 380 2,643
At 31 December 2610 170 177 1,732 80 2,139
At 31 December 2009 a7 218 106 - 411

Patenis Include the external fhird party cost assoclated with the acquisition of patents for
Internally developed intellectual properly and technical expertise. Intangible amariisation is
recagnised within administrative expenses In the stalement of comprehensive income,

The costs associaled with acquiring patents relating to technology which are not integral to the
product range planned for markel have heen expensed to the statement of comprehensive
income during the period.

At 31 Pecember 2011 intangible fixed assets with a net book value of £nil (2010 £79,904) were
pledged as securlly for a bank lean {see note 15 Trade and other payablas)

Impalrment testing of cash generating units to which goodwlil has been allocated

The group has £1,626,060 goodwlll aflocated to its Enfis business acquired on 23 Dacember
2010, and this represents 87% of the Group's tolal Intangible assels with indefinite uselul life as
at 31 Decsmber 2011,

In accordance with the Group's accounting polictes, the Enfls business unit has been tested for
Impafrment al 31 December 2011 with its recoverable amount based on value in use In
calculating value In use, the present value of the cash flows expeclod to be generated over the
next 10 years was consldered, The key assumplions are the expected significant growth in the
business unit's revenue and EBITDA over the next 4 years, after which growth Is expected fo be
4% per annum The 10 vear period was chosen as the business unit operates in substantial
markets where the adoptlon of LED based producls Is al an early stage. The revenue growth
assumplions are consistent wvath the business unit's customer expeclations and market
assessments

Present value was calculated using a pre tax discount factor of 10%.
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9 Intanglbie fixed asssts (continued)

In determining the assumplions used in this year's impalment review, management considered a
range of faclors including the growth prospecla of the business unit's customers, prospective
customers and target markels and the development plan for the business unit's products

Different assumptions could have resulted In recoverable amount being assessed at less than camrying
value, and by way of examiple a pre tax discount factar of 18% would have necessftaled an impairment

The company has no Intangible fixed assels.

10 Inventories

Group 2011 2010
£000 £'000
Raw materials and consumablas 785 319

The company has no inventores

11 Trade and other recelvables

Group  Company Group Company

2011 2011 2010 2010

£'000 £'000 £'000 £'000

Trade recevables 1,409 - 445 -
l.ess* provision for Impairmant {227) “ {156) -
Trade recelvables (net) 1,182 - 289 -
Amounts due from subsidiaries - 7,633 - 6,534
Less® proviston for Impalrment - {6,914) - (6,268)
Amounts due from subsldlaries (net) . 719 - 266
Prepayments 88 - 1] -
Other recelvables 66 - 73 -
1,336 719 427 268

Trade and other recelvables are non-derlvatlve financlal assels with fixed or determinable
payments that are not quoted in an aclive market They are classifled as ‘trade and other
recelvables' in the statement of financlal position and are included In current assets, excep! for
maturilles greater than 12 months after the stalement of financial positlon date These are
classified as non-current assets,

Amounts due from subsldiary underiakings reprasent nei amounts provided fo the company’s
wholly owned subsldiarles PhotonStar Technology Limited and PhotonStar LED Limited,

Recewables of £7,633,000 are dus from subsidiarles at 31 December 2011, agalnst which a
provision of £6,914,000 has been made Of the total amount advanced, £3,199,000 {s unsecured
and repayable on demand The remalning batance of £4,434,000 Is unsecured and [s repayable
on the bas!s that one year's notlce Is required.

The falr value of lrade and olher recelvables at 31 December 2011 and 31 December 2010
approximate to the net book value stated above.

32
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11 Trade and other recelvables (continued)

As of 31 December 2011, lrade receivables of £170,713, {2010 £81,480) were past due bu! not
Impalred These relate to a number of Independant customers for whom there is no recent history of
default The agelng analysis of these frade receivables [s as follows -

2011 2010
£9000 £000
Up to 2 monihs past due 148 61
Over 2 months past due 26 20
Total 171 81

As of 31 December 2011, frade receivables of £227,304 (2010: £155,637) were Impalred. The
Individually impaired recelvables malnly relate {0 old balances where It has been assessed thal the
racaivable Is not expected to be recoverad The ageing of these racsivables s as follows:

2011 2010

£'000 £'000

Current 27 24
Up to 2 months past due 42 13
Over 2 months past due 159 119

The c:grying amounts of the graup's lrade and other recelvables are denominated in the following
currencies:

2011 2010
£'000 £'000
Sterling 1,334 427
US Dollar 1 -
Euro 1 -
1,336 427

tMovements on the provislon for Impatrment of trade receivables are as follows,

2011 2010

£080 £9000
At 1 January 156 52
Utilised (42) (31)
On Acquisltion 3 92
Provision for Receivables Impairment 110 43
At 31 December 227 156

12  Cash and cash equivalents

Cash and cash equivalenis consist of cash on hand and balances with banks, and Investments in
readily accessible money market Instuments Cash and cash equivalents Included In the
consolldated and company stalement of cash flows comprise the following statement of financial
pasition amounis

Group Company Group Company

2011 2011 2010 2010

£'000 £'000 £'000 £'900

Cash on hand & balances with banks 748 567 1,885 1,520

748 567 1,885 1,520
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13 Share capital

The authorised and issued share capltal comprises ordinary shares of 10p nominal value and is
summansed balow

Authorised  Allolted, called up

and fully pald

No No
At 31 December 2009 25,000,000 14,982,864
Authorised/issued 112,513,155 71,463,639
At 31 December 2010 137,513,155 86,386,503
Authorised/issued - 12,371,208
At 31 December 2011 137,513,155 98,757,711

On 13 May 2011 the Company Issued 1,121,075 £0 10 ordinary shares to the vendors of Camlronles
Vale Limited at a value of £0 1475 per share.

On 20 Qctobsr 2011 the Company Issuaed 11,250,133 £0 10 Ordinary shares at a price of 12 pence
per share ralsing £1.35m before expenses of £104,000

The table below reconciles movements In Issued share capital during the year

Number Ordinary Share
of shares share premium Total
capital £'000 £000
£'000

Al 31 December 2009 14,982 864 1,498 5,204 6,792
Exerclse of Share Options 180,000 18 - 18
PhotonStar LED Acquisition 51,023,849 5,102 - 5,102
Share lssue 19,539,790 1,954 (188) 1,768
Seliling NED fees 260,000 26 - 26
ALC Earn Qut 400,000 40 - 40
At 31 December 2010 86,386,503 8,638 5,108 13,746
Camtronlcs Acquisition 1,121,075 112 53 165
Share Issue 41,250,133 1,125 121 1,246
Al 31 December 2011 98,767,711 9,875 5,282 15,167

Employee Share Schemes
() Daferred payment share purchase plan

The Group has a deferred payment share purchase plan which enables, via an employee benefil trust,
the funding of share purchases In the group by executive directors and olher employees

(i} Share OpYons

The Group has an Enterprise Managemen! incenfive Share Option Scheme {EMI Scheme) and an
Executlve Share Qption Scheme.

During the year options over nil (2010 1,100,000 ordinary shares) shares have been granted lo
directors of the company.
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13 Share capital (continued)

The exercisa terms of granted options as at 31 Decamber 2011 are summarised below

Date of Grant Number of Exercise Price
Optlons Per Share Exercise
Dates
2007 99,000 £0.72 From 2011
2007 450,000 £0 001 From 2007
2007 36,000 £1.16 From 2010
2008 20.000 £1.055 76% 2011, 26% 2012
2010 500,000 £0 10 From 24 December 2010
2010 10,263,715 £0028 June 2011 to September 2013
2010 600,000 * From 24 December 2010

*Options granted for total cansideration of £1

Movemaents in the number of share oplions oulstanding and thelr related welghted average exercise

prices are as folfows

Average
exercise SS :;%Tr
per share
At 1 January 2010 1,060,300
Exeorclsed 01 pence (180,000)
Granted . 500,000
Granted 2.8 pance 10,263,715
Granted 10 pence 600,000
At 31 December 2010 12,244,015
Lapsed (276,300)
At 31 December 2011 11,968,715

*QOptions granted for total considaration of £1.

Share optlons outstanding at the end of the year have the following explry dates and exercise prices

Exerclse price Shares Shares

Expiry date per share 2011 201¢
2013 01 pence 450,000 486,000
2016 115 pence 36,000 90,000
2017 72 pence 99,000 262,800
2018 105.5 pence 20,000 41,500
2020 * 600,000 500,000
2011-2013 2.8 pence 10,263,715 10,263,715
2020 10 pence 600,000 600,000
11,968,715 12,244,015

*Options granted for total conslderation of E1

The Company determines the falr value of its share option coniracts on the grant date, adjusls this to
teflect ils expectation of the oplions that will ulimately vest, and then expenses the calculated balance
on a slralght line basis through s statement of comprehensive Income over tha expected vesling
period with a corresponding credit to Its share oplion reserve Subsequent changes to the expaciation
of number of options that will ultimately vest are dealt wilh prospectvely such that the cumulative
amount charged to the Income statement is conslstent with latest expectations. Subsequent changes

in market conditions da not impact the ameunt charged to the statement of comprehensive income
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13 Share capital (continued)

36

Tha Company determines the fair valua of lts share option contracts uslng a moedel based on the
Black-Scholes - Merton methodology [n determining the fair value of its share option contracts, the
Company made the following assumptions {ranges are provided where values differ across tranches).
Expecled volalibly was determined by reference to historlcal expenence

| Grant date i 16/03/07 [ 13/05/08 | 24112110 |
Share price 140p 140p  140p 105 6p 10p 10p 10p
Exerclse price G1p 15p 2p 105.5p 28p 10p *
Expscted option 8 yrs Oyrs 10yrs 10yrs  B8-10yrs  10wyws  10vyrs
Ife
Expected volatility  50% 50% 50% 50% 50% 50% 50%
Expecled dividend 0% 0% 0% 0% 0% 0% 0%
yield
Risk fres interest 5.14% 514% 5 14% 4 80% 325%- 378% 378%
rate 5 25%
Fair value at grant  140p 47p 82p 70.6p 30p - 87p 9.5p
date 75p

* tolal exarclse price of £1 for the optlon conlract covering options over 500,000 shares
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14 Financlal assets and liabilities

The tables below analyse the carrying value of financlal assets and financlal liabllitles In the Group and
Company statements of financlal posilfon. Further inforsnation on the classes that make up each
category Is provided In the notes Indicated, The carrying value of each category Is considered a
reasonable approximation of its fair value All amounts are due within ¢one year

Group Notes oo odo
Trade Recelvables 11 1,182 289
Olher Recelvables i 66 73
Loans and Racelvables 1,248 962
Cash and Cash Equivalents 12 748 1,885
Financlal Assels 1,996 2,247
Trade Payables 15 1,166 969
Accruals 15 261 238
Borrowings 15 148 38
Due to Vendors of Acquired Business 15 100 -
Financial Liabilities at Amortised Cost 1,695 1,245
Financlal Liabllities 1,695 1,245
Company Notos oo pom
Amounls due from subsidiarnes gl 719 266
Loans and Recelvables 719 266
Cash and Cash Equivalents 12 567 1,620
Financlal Assets 1,286 1,786
Due o Vendors of Acquired Business 15 100 -
Financial Liabllities at Amortised Cost 100 -
Financlal Liabilitles 100 -
15 Trade and Other Payables

Group 2011 2010

£'060 £'000

Trade Payables 1,166 969
Soclal Secuilty and Other Taxes 103 55
Due to Vendors of Acguirad Business 100 -
Accryals 281 238
Defarred Incorne — Govamment Grants 60 5
1,710 1,267
Company
Due to Vendors of Acquired Business 100 -

100 -
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15 Trade and Other Payables {continued)

Trade Payables Total Due or Due
duzin  belween

fess than 1and3

1 month months

£'000 £000 £'006
31 December 2011 1,166 6§60 5086
31 December 2010 969 6584 385
Borrowlngs
Group 2011 2010
£'000 £'000
Current borrowings
Bank loan . 28
Bank credit cards 10 10
Inveice finance 138 -
148 38

The bank loan was secured by way of a fixed and floating charge over the assets of Enfis Limlled, and
was repald In full In January 2011. The bark loan bore interest of 2 5% aver base rate (2010° 2 5%
over Base Rate} Total horowings include the secured bank loan of £nll (2010 £28,075) it was
repayabls In 60 monthly instaiments commencing Decembsr 2008 Interest was payable quarlerly A
guaranlee premium of 2% per annum was also payable quarterly in advance The loan was
guaranteed by the Department of Trade and Industry under the Small Firms Loan Guarantee Schome.
Tha fair value of bank borrowing approximates to lis carrying amount

The Company has no borrowlngs

The exposure of the group’s bank borrowings to Interest rate changes and the conlractual re-pricing
dates at the statement of financial position dates are as follows’

2011 2010
£000 £'000
12 months or lass 148 38
Tolal 148 38

16 Deferred income tax

There Is en un-provided deferred tox asset arising on temporary Uiming differences of £5 48m (2010
£4 99m). The deferred tax asset has not baen recognised In the 31 Dacembar 2011 or 31 December
2010 financlal statements an the grounds of uncertainty surrounding Its current recoverabllity
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17 Provisions
Group Returns Warranty

provislon provislon Total

£:000 £000 £000

At 1 January 2011 94 133 227
Charged to income statement - 30 30
Utilised {49) {67} {116)
At 31 Dacember 2011 45 96 141
{a) Returns provision

The amount represents a provision for stock returns by a distributor The balance as at 31 December
2311 is expecled to be ulilised by 31 March 2012

(b) Warranty provision

The group has provided product wamranties to certain customers Provislon has been made for the
oxpected cost of meeling clalms In respact of these arrangements. The balance as atl 31 December
2011 is expecled to be utilised over the 5 years ending 31 December 2016

The Cempany has no provisions

18  Auditot’s Remuneration

During the year the company obtained the following services from the compan s auditor at cosls as
delailed balow

2011 2010
£'000 £'000
Fees payable to company’s auditor for the audit of parent company and 7 8
consolidated financial statements
Fees payable to the company’s auditor and its assoclates for other services:
- The audit of the company's subsidlarles pursuant to legistation 18 14
- Tax services 9 8
- Non slalutory audit of Photonstar LED Limited & Architeclural Lighting & R 13
Confrols Limited
- Tax services — compliance 6 11
- Corporata finance services 9 74

Total 49 128
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19  Employee beneflt expanse

40

Group 2011 2010

£'000 £000
Wages and salarles 1,921 752
Soclal security costs 193 77
Other panslon costs 5 5
Share based paymenls 155 206

2,274 1,040

The averags number of persons (including executlve directors) employed by the group during the year

was*

By activity 2011 2010
Number Number

Research and development 7 4
Sales 16 7
Administration and finance 6 4
Deslgn i 8
Production 27 3
64 p]

The Group incurred a charge of £155,000 (2010 £206,000) In raspact of share based payments

20 Financlal expense

Group 2011 2010
£000 £000

Bank loans and overdrafts 13 2
13 2
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21 Directors' emoluments

Group 2011 2010
£'000 £000

Or A Nelson - 10

DrJ § McKenzie 04 2

Dr M E Zoorob 99 2

C M Jones 90 85

Key managsment personnel are defirad as directors Key management compensation comprises

salaries and feas set out above and share options set out later In this note.

The number of directors to whom retlrement benefils are aceruing Is nil (2010. nif)

Directors’ emoluments are stated net of employer's national Insurance which amounted to £38,000

(2010 £13,000)

The emoluments of the highest pald director were as follows

Group 2011 2010
£'000 £000
Aggregate emoluments 99 85

No share opiions were exercised by the hlghest paid directar In the year (2010 nil} The highest paid

director received no other share based awards during the year

Share options granted to the Directors under the Company's share optlon schemes are shown below

31 Becember 31 December

2010 Issued Forfaited 2019

Number Number Number Number

Dr AW Nelson 512,000 - - 512,000
DrJ 8 McKenzle 2,259,710 - - 2,259,710
DrM Zoorob 1,985,456 - - 1,985,456
C MJones 600,000 - - 600,000
5,357,166 - - 5,357,166

The penod over which the options held by the Direclors are exercisable is summarised bslow.

Perlod of grant Number of Price Petlod of

options lssued £ axercise
2007 3,000 115 2007 - 2016
2007 9,000 072 2008 - 2017
2010 500,000 000 2010 - 2020
2010 600,000 0.10 2010 - 2020

2010 4,245,166 0028 2011 - 2013
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22 Income tax credit

Group 2011 2M0
£'000 £000
Current taxation
UK corporalion tax on loss for the year (80) (19}
Adjustment In respect of prlor periods {8) -
(88) (19)
Deferred tax
Origination and raversal of temporary differences 7 2
Income tax credit (81) {17)

The tax on the group's loss bafore tax differs from the theoretical amount that would arise using the
tax rate applicable to the losses of the group as follows:

20M 2010

£000 £000
Loss bafare tax {1,105} (903)
Tax calculated at domeslic tax rates applicable 20 25% (2010 21%) {224) (180)
Expenses not deductible for tax purposes 1 58
Losses utilised (15) -
Additional deduction for R&D lax relief - (19)
Losses surrendered for R&D tax credil - 74
R&D tax credit {80} (49)
Tax losses for which no deferred income tax asset was recognlsed 245 40
Adjustmenta In respect of prlor perlods {8) 69
Total tax credit (81) (17)

23 Nzt foreign exchange (gains)/losses

The exchange differences charged to the consolidated stalernent of comprehensive income ara as
foliows

Group 2011 2010
£1000 £000

Galns — net - (3)
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24  Earnings per share

2011 2010
Baslc loss per share
Loss attribulable to ordinary shareholders (£1,024,000) {£886,000)
Welghted average number of ordinary shares 689,318,281 50,873,408
Baslc loss per share {1.1p} (1.7p)

Diluted earnings per share is caleulated by dividing the profit atiributable to ordinary shareholders by
the weighted average number of ordinary shares outstanding sfter adjusting these amounts for the
effects of ditutive potential ordinary shares

As the resuits for the years ended 31 Decembar 2011 and 31 Decembsr 2010 are a loss, any exerclse
of share options would have an anti-dllutive effect on earnings per share. Consequently earnings per
share and diluted earnings per share are the same and the calculation has nol been Included

As at 31 December 2011, there were share options outstanding over 11,968,715 shares (2010,
12,244,016 shares), which could potentially have a dilutive Impact In the future.

25 Commitments

(a) Capital commimenls

There are no capltal commiiments at either year end

(b) Opereting lease commitments

The aroup leases bulldings under non-cancsliable leases from varlous landlords.

The fulure aggregate minimum leasa payments under these non-cancellabls cperaling leases are as
follows

2011 2010

£'000 £'000

Payable within t year 191 46
Payable within 2 to 5 years 24 29
432 75

26  Related party transactions

Transactions with and between subsidiaries

As at 31 December 2011 the Company had advanced £670,000 to PholonStar LED Limiled (31
December 2010 £270,000), £6,915,000 to PhotonStar Technelogy Limited (31 December 2010

£6,264,000) and £48,000 to Camtronics Vale Limited (31 Decomber 2010 £nll) Further details of
these advances are glven in Note 11 Trade and Other Receivables

27  Controlling party

The directors conslder there lo be no ultimate controlling party
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28  Buslness combinations

Camtronios Vale Limlted

On 13 May 2011 tha Group acquired 100% of the shars capital of Camironics Vale Limited The
business was acquired to provide access to production experiise relevant to the Group's praducts and
to surpius production capacity. The falr values of assels acquired and liabilltes assumed on the
acquisition date were as follows:

13 May 13 May 31 December
20114 201 2011
Provislonal
Book  Adjustments Fair Falr
Value Value Value
£'000 £000 £¢00 £'000
Cash 11 - 11 11
Inventortes 127 - 127 127
Trade and other recelvables 663 - §63 §63
Properly, plant and equipment 191 - 9 191
Trade and other payables (867) - (867) (567)
Borrowings {87} - {87 {87}
Deferred tax (4) - 4 @
Tolal net assets 234 234 234
;:;c?' falr value of initial consideration 265 - 265 2656
Loss. fair value of shares issued {165} (165) (165)
Cash 100 100 100
Less Cash of Camtronics Vale Limited {11) (11) (11)
Cash outflow on acquisition net of cash 89 89 89
acquired
Maximum additional eam-cul 108 100
consideration payabls 100
Goodvnil recegnised assuming maxinium
consideration 131

The additional consideration payable was determined by the sales performance of Camtronics Vale
Limited to its customers excluding Group companles for the © months ended 31 December 2011, The
maximum additional consideration of £100,000 Is payable and has bgen recognised at the date of
acquisition

The addittonal conslderation |s payable 75% In cash and 26% in shares in the Group The Group has
the oplion 1o setile the entire additfonal conslderation in cash.

The fair value of the equity conslderation paid on acquisitlon was determined by the closing share
price of the Group {14.75p per share) on the date of acquisition The fair value of the additional
conslderalton fo be sellled in shares will be dstermined by reference {o the share price of the Group
on the Issue date of the addilional constderallon shares

The goadwili recognised above reflects the benefit the Group expecls to recelva from a combination of
the angolng profits of Camironics Vale Limited, from access to its production expertise relevant lo the
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28  Business comblnations (continued)
Camtronics Vale Limited (continued)

Group's current and planned LED lighling products, and from access to its surplus production
capacity None of the goodwill is oxpected to be dedugtible for tax purposes

The falr value of trade and other recelvables shown above Is net of a provislon of £4,000 for
recalvables which were estimated to be uncollectable at the date of acquisltion,

Other cosls relating to the acquisiion of Camironles Vale Limited have nol been Included In the
conslderation shown ahove and are included in adminisirative expenses

The revenue and profit after tax of Camironics Vale Limited for the perlod from acqulsition on 13 May
2011 to 31 Becember 2011 and for the year ended 31 December 2011 was as follows:

13 May 2011 1 January 2011

to to

31 Dacember 2011 31 December 2011

£'000 £'000

Revenue 1,864 2,855

Profit after tax 84 24
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28  Buslness combinations (continued)
Entls Group PLC

On 23 December 2010 the Group acquired control of Enfis Group PLG. The lransaclion was a reverse
takeover, under which Enfis Group PLC acqulred the enlire Issusd share capital of PhotonStar LED
Limited on terms which meant the sharsholders of PhotonStar LED Limlted became the majonly
shareholders in Enfis Group PLC The reasons for the acquisilion were to accelerale bringing to
rarket lighting products using PhotonStar LED's Intelleclual property using Enfls resources and to
provide access to equily capital through Enfis' presence on Al

The conslderalion was satisfied by the Issue of 51,023,849 ordinary shares In Enfis Group PLC (now
renamed PhotonSlar LED Group PLC)

The falr value of Enfls Group PLG of £1 516m at acqulsition was determined by reference to iis
15 16m shares in Issus Immediately prior to the reverse takeover and the 10p price per share at which
the Group ralsed just under £2m before expenses In new equlty at the same time as completing the
reversa takeover

Olher costs incurred by PhotonStar LED Limited relating to the acquisition of Enfis have not been
Included In the fair vatue of conslderation shares shown above These other costs have been included
In adminlstrative expenses

23 3 31
December December December
2010 2010 2010 & 2011
Provisional Final
Book Falr Falr Falr
Valua Value Value Valuo
£'000 £'000 £000 £'600 £000

Assets and labllities acquired
Intanglble assets 80 - 80 80 80
Properly, plant and equipment 82 - 82 82 82
Inventories 255 (168) 87 87 45
Trade and olher recelvables 201 (€8) 133 133 109
Current tax recelvable 117 - 117 117 117
Cash and cash aquivalents 175 - 175 175 176
Trade and other payables {556) - (556) (556) (558)
Provisions (134) - (134) (134) (134)
Borrowings {28) - (28} (28} (28)
Net (liabilires) acquired 192 (238) {44) {44) (i10)
Goodwill 1,560 1,626
1,518 1,516

Cost of business combinatlon
Shares 1518 1,516
1,516 1.516

The gross value of rade and other receivables is £201,000, and the amount shown sbove Is net of a
provision of £92,000 for recelvables balieved to be uncollectable at the date of acquisilion

The goodwill recognised abova represents value that the Group expects to generate from
enhancement, commercialisation and volume production of products under development by Enfis for
His customer base at the time of acquisilion. None of the goodwill s expected {o be deductible for tax
purposes

Provisions relate principally to stock relurns from distributors and to product warranties
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28  Business combinations (continued)

Enfis Group PLC (canlinued)

The acquisition was completed on 23 December 2019 and no profit or loss of the acquired business
has been Inciuded In the results for the vear ended 31 Decembsr 2010 The revenus and loss before
tax of the acquired business for the year ended 31 December 2010 was £0.8m and £2.0m

respeciively

A customer of the group’s subsidiary Enfis Limited notified the Group In 2010 that It had receivad
claims from Its own cuslomer which it malnlains relale substantially to losses allegedly caused by
faulty equipment supplled by Enfls Limited in iate 2008 and early 2009 The equlpment In queslion
was rectified by Enfis Limiled under warranly after the fault was Identifled In jate 2008 These
reclification cosls were included In the results of Enfis Limited for the year ended 31 Dacember 2009
In May 2011 Enfis Limited made an offer on a without prejudice basls to setile the clalm In the sum of
£19,500, To date no formal response has been received to this offer.

29  Government grants

Government grants credited to Income are as follows

Group 2011 2010
£'000 £'000

Government granis (34) {60)
(34) {80}

The government granis concemed primarily related to Technology Strategy Board funded research
into multipie aspecis of LED technology. The princlpal grant scheme continued Inte the first half of
2011 and has now ended There are no job Increase or job makntenance requirements under the
terms of the grant schemes concerned.
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30 Capital management

In managing its capital structure the Group's objeciive Is to safeguard the Group's ability to continue
&s a going concern, managing cash flows so that it can continue to pravide returns for shareholdars

The Group makes adjusiments to its capital structure In the light of changes [n economic conditions
and the requlrements of the group's businesses The board has sought to maintain Jow levels of
barrowing 1o reflect the development stage of the group’s businesses

Over time as the Group's businessas mature and became profitable the board is likely to make
increased use of borrowing facilities to fund working capital.

In order to malntaln or adjust the capita! slruclure, the group may Issue new shares or seek addillonal
borrowling facllities

The Group monilors capital on several basses including the debt to equity ratlo This ratlo Is calculaled
as debt ~ equity.

Dabt Is calculated as lotal borrowings as shown in the consolidated slatement of financlal position

Equily comprises all components of equily as shown In the consolidated statement of financial
posltion

The debt-1o-equity ratio at 31 December 2011 and 31 Becember 2010 was as follows

Group 2011 2010

£'000 £'000
Total debt 148 38
Tolal equily 4,084 3,542
Debt-to-equity ratio 3.6% 11%

31 Reverse Acquisition Reserve

The reverse acquisition reserve set out in the Consolidated Statement of Changes In Equily arose on
the acquisition by PhotonStar LED Group PLC of the éntlre Issued share capital of PhotonStar LED
Limited on 23 December 2010 Although the legal acquirer In this transaction was PholenStar LED
Group PLC (formeriy Enfis Group PLC), IFRS 3 requires that PhotonStar LED Limited be treated as
the acqulring and continuing business

Consaquently the previously recognised book values and assets and llabililes of Phetenstar LED
Limited have baen retalned and the consolidalad financlat information for the years ending 31
December 2011 and earller years have bsen presented as If Photonstar LED Limited had always
been the parent company of the Group.




