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ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

DIRECTORS' REPORT

I'he directors present their annual report and the audited financial statements for the year ended 31 December 201 1.

PRINCIPAL ACTIVITIES
I'he principal activity of the Group throughout the vear was wireless software development sales

REVIEW OF THE BUSINESS AND FUTURE PROSPECTS

During the year the Etherstack Group completed the delivery of the marquee contract signed in December 2010
with a leading international radio manufacturer. this contract will provide ongoing revenue opportunities as the
customer rolls out product over the next five vears. This significant project was delivered successfully and marks
a major milestone in the Group's ability to eam future revenues from its product base

The Giroup also completed the acquisition of Auria Wireless Pty Limited, our distributor in Asia Pacitic. which 1=
hased in Svdney, Australia, Shortly after the acquisition Auria Wireless secured an Australian state-wide public
utility contract which requires remate access secure network capability, a key anribute in the Group's products. In
winning this contract, in paninership with a multi-national systems integrator. Auria Wireless is able to further
promadte the Group’s products in this very imponant scctor at a time when change in that market is taking place
and there are similar exciting opportunities for the Group

Having previously recognised the different clements that comprise the Group's core compuetencies, Protocols,
Metworks, RF products and prototype design, the Group, whilst maintaining its offices in London, Reading, New
York, Barcelona, Svdney, Yokohama, Southern Califomia and now in Singapore, has continued to develop its
management and control processes through the senior management team as we look 10 furnher develop our
business. Whilst adding overhead. the Group consider the senior level management appointments that have been
made are critical in the on-gomng development and growih of the business.

The Singapore oflice has recently been established to work closely with channel and local technalogy partners in
this vibrant economy.

The primary performance indicator for the Group continues to be revenus. Current period consolidated revenuc
totalled S14.514.000 (20100 $17.193.000) whilst this is a reduction on 20010 revenue, the income mix shows
additional profitability on 2010 revenues as much of the revenue for the year is derived from licence sales rather
than product sales as was the case in 2010, Cost of sales relates to third party cosls principally in relation to
hardware with engineering salaries presented within administrative expenses. As a result of the change in product
tix. cost of sales has reduced 10 $3,238.000 (2010; 57,997 000}

During the vear we have completed the acquisition of Auria Wireless which has unlocked a new market area for
the Group that offers eaciling opportunities for the Group's products, additionally we are encouraged by the many
exciling new opporunities for the various commercial areas of our business to seck out in 2002,

As the Group has undertaken the acquisition of Auria Wireless during the year and with an Initial Public Offering
planned. the Board has determined not to declare a dividend for the year ended 31 December 2011 (20107 32 per
ordinary share). Our financial position at 31 December 2011 remains strong; Consolidated balance sheet net assets
totalled S9.1RL.000 (J010: $4.425.000). and net current assets of §3,352.000 (2010: S2.543.000). S3.1m (2010
$0.6m of development costs were capitalised in the year. Cash reserves at the balance sheet date were £2,660.000
(2010 S1,724.000),

Our objective for the coming vear gheud is to further commercialise our product base and 1o add to revenues from
those products recently introduced into the marker. Our product development pipeline remains sirong and we have
been developing new Intellectual Property. Having completed the acquisition of Auriz Wireless, we will also
consider opportunitics which arise from possible acquisitions whilst also helping our panmer product channel
partriers add to their markets with Etherstack products.

FINANCIAL RISK MANAGEMENT AND POLICIES
The Group's activilies expose it to a number of financial risks including exchange rate risk and credit risk

Faichange rate rish

The Group has a misture of contracts for preducts in various currencies and reports its financial statements in
U/SS. Management reviews the Group's exposure lo currency rate movements on a regular basis and where
applicable may use financial instruments to hedge the Group’s expasure to such risks.
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DIRECTORS' REPORT

Credit risk

The Group's credit risk is primarily attribuiable to its trade receivables. The amounts presented in the balance
sheet are net of allowances for doubtful reccivables. Although the Group has a small number of customers which
inherently increases credit risk, these customers arc large international business end are individually financially
credit worthy, therefore helping to reduce the exposure to eredit risk.

UNDERLYING CURRENCY FOR FINANCIAL STATEMENTS

Given the range of markets in which the Group operates, USS has been adopted as the presentationzl currency in
these financial statements. The Group has operations in the United Kingdom. mainland Europe, Australia,
Singapore, Japan and the USA. In accordance with IAS 21, the Directors have considered the appropriate
functional currency for each individual operation and has determined that the local currency in each case
principally reflects the costs and funding structures of the business and therefore has been adopted as the
functional currency.

DISABLED EMPLOYEES

The Group gives full consideration to applications for employment from diszbled persons where the requircments
of the job can bz adequately fulfilled by a handicapped or disabled person. Where existing employees become
disabled, it is the Group's policy wherever practicable to provide continuinz empleyment under normal terms and
conditions and to provide training and career development and pramaotion o disabled employees where
appropriale,

MVYIDEND
The directors do not recommend the payment of a final dividend for the year ending 31 December 2011, A
dividend of $2 per sharc was paid to shareholders registered on 14 June 2010,

GOING CONCERN

The Group's business aclivities, together with the factors likely to affect its future development, performance and
position, are sel oul in the directors’ report above. The current economic conditions create uncerainty over the
level of demand for the Group's services and the availability of linance through banking facilitics.

The Group has considerable financial resources with strong net assets and current assers as noted in the principal
activity and review of business. As a consequence, the directors believe that the Group is well placed 10 manage its
business risks successfully despite the current uncerain economic outlook.

The directors have a reasonable expectation that the Group has adequate resources to continug in operational
cxistence for the foresceable future, Accordingly, we continue 1o adapt the going coacern basis in preparing the
annual repert and accounts.

I'he directors present their annual report and the audited financial statements for the year ended 31 December
2011.

DIRECTORS
The directors who served throughout the peried and to the date of signing of this repurt are noted on page 1.

AUDITCR
Each of the persons who is a director at the date of approval of this report confirms thar:

* 30 far as the director is aware, there is no relevant audit information of which the Group auditor is
unaware; and

*  the director has taken all the steps that he ought to have taken 2s a director in order to make himself aware
of any relevant audit information and to establish that the Group auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of 541§ of the Companies
Act 2005.

By Order of the Board

=G>

Paul Bamwes FCCA
Dircctor
24 May 2012



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMIT ED)

STATEMENT OF DIRECTORS" RESPONSIBILITIES

Ihe directors are responsihle for preparing the Annual Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors 1o prepare financial statements for each fnancial year. Under that law the
directors decided to prepare the group financial statéments in accordance with Intemational Financial Reporting
Standards (IFRSs) as adopted by the Luropean Union and Article 4 of the 1AS Regulation and have also chosen 1o
prepare the parent company financial statements under IFRSs as adopted by the EU. Under company law the
directors must not approve the accounts unless they are satisfied thai they give a true and fair view of the state of
aflairs of the company and of the profit or loss of the company for that period.  In preparing these financial
statements, Intermnational Accounting Standard 1 requires that directors:

properly seleet and apply accounting policies;
present information, including accounting policies, in a manrer that provides relevant, reliable, comparable
and understandable informatinn:

. provide additional disclosures when compliance with the specific requirements in TFRSs are insuficient to
<nable users to understand the impact of particular transactions, other events and conditions on the entity’s
financial pusition and financial performance: and

* make an assessment of the company’s ability to continue as a gaing concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Group and Company’s transactions and disclose with reasonable accuracy at any time the financizl position of the
company and enable them 10 ensure that the financial statements comply with the Companies Act 2006, They are
alse responsible for safeguarding the assets of the company and lhence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

Responsibility statement

We confim that to the best of our knowledge:

. the financial statements, prepared in accordance with International Financial Reporting Standards, give a true
and fair view of the assers, liabilitics, financial position and prefit ur loss of the company and the
undertakings included in the consolidation taken as a whaole: and

. the management report, which is incorporated into the directors' report, includes a fair review of the
development and performance of the business and the pasition of the company and the underakings included
in the consolidation taken as a whole, together with a description of the principal risks and uncertaintics that
they faca,

By order of the Board

=N

Director
Paul Barnes FOCA
24 May 2012

|



INDEPENDENT AUDITOR REPORT TO THE MEMBERS OF ETHERSTACK
LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

We have audited the financial statements of Etherstack London Limited for the year ended 31 December 2011 which
comprise the Consolidated Income Statement, Consolidated Statement of Comprehensive Income, the Consolidated
and Company Balance Sheets, the Consolidated and Company Cash Flow Statements, the Consolidated and Company
Statements of Changes in Equity and the related notes | to 29, The financial reporting framework that has been
applied in their preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by
the European Union.

This report 15 made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companics Act 2006, Our audit work has been undertaken so thal we might state to the Company”s members those
matters we are required to state to them in an auditors” 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 membsrs as a
body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation
of the financial staterments and for being satisfied that they give a true 2nd fair view. Our responsibility is to audit and
express an opinion on the financial statements in accordance with applicable law and Intemnational Standards an
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's (APB's)
Erhical Standards for Auditors,

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient (o give
reasanable assurunce that the financial statements are free from material misstatement, whether cavsed by fraud or
error. This includes an asseszment of: whether the accounting pelicies are appropriate to the Group's and the Parent
company's circumslances 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 stalements. lo
addition. we read all the financial and npon-financial information in the annwal report to idemtify marterial
inconsistencies with the audited financial statements, 1 we become aware of any apparcnt matenial misstatements or
inconsistencics we consider the implications for our repornt

Opinion on financial statements

In our opinien:

. the financial statements give a e and fair view of the state of the Group’s and the Parent Company’s
affairs as at 31 December 2011 and of the Group's profit for the year then ended:

. the financial statements have been properly prepared in accordance with IFRSs as adopied by the Eurepean
Union: amd

. the financial statements have been prepared in accordance with the requirements of the Companies Act
204,

Opinion on other matter preseribed by the Companies Act 2000

In our epinion the information given in the directors™ report for the financial year for which the financial statements
are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing 1o repor in respect of the following matters where the Companies Act 2006 requires us Lo epoit Lo
you if. in our opinion:

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

. the parent company financial statenients are not in agreement with the accounting records and returns: or
cenain disclosures of directors’ remuneration specified by law arc not made. o

. we have not received all the information and explanations we require for our sudit.

sy, e

Gregory Cilshaw (Senior Statutory Auditor)
for and on behalf of Deloite LLP

Churtered Accountants and Statutory Auditor
Reading, United Kingdom

24 May 2012



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

CONSOLIDATED INCOME STATEMENT
Year Ended 31 December 2011

Mole 31 December 31 December
011 20010
SO0 ST(HHD
REVENLUE 4 1514 17.193
Cost of sales (3,23%) (7.597)
GROSS FPROFIT 11,276 G, 196
Foreign exchance gains|{losses) 360 1)
Other administrative expenses (7,038} (7.797)
Total administrative cxpenses (6.678) (7.838)
OPERATING PROFIT 4,398 1.358
Investment revenues 10 | -
Finance costs i1 {32) (26)
PROFIT BEFORE TAX 2] 4,567 1,532
Tax §2 (579} {273)
PROFIT FOR THE PERLICHY 1.057

All results derive from continuing operations.

20 3,088




ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
At 31 December 2011

Note 31 December 31 December

o1l 2000

SN S0

PROFIT FOR THE PERIOD 3,088 1.057
Exchange differences on ranslation of foreign

operations 20 176 (296)

TOTAL COMPREHENSIVE INCOME FOR
THE YEAR 3912 761




ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

CONSOLIDATED BALANCE SHEET
At 31 December 2011

MNote
NON-CURRENT ASSETS
Intangible assets 13
Property. plant and equipment 15
CURRENT ASSETS
Inventories &
Trade and oiher receivables 17

Cash and bank balances

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payahles 18
Currend tax liabilities

TOTAL LIABILITIES

NET CURRENT ASSETS

NET ASSETS

EQUITY

Share capital 19
Share premium account 20
Own shares 21
Merger reserve 20
Share based payment reserve 24
Retained eamings 20

TOTAL EQUITY

2011 2010
S'000 $'000
5,389 1,502

243 380

5.632 1,382

02 135

3411 2716
2660 1,724
6273 5,175

11,905 7.057

1910 2,421

811 211

2,721 2632
3,552 2,543
9,184 4.425

226 222

3,519 2,799

: (124)
(191) (191)
48 49

5.582 1670

9,184 4,425

The financial statements of Etherstack London Limited (previously Etherstack Limited) (company rcgistration

number 05676080) were approved by the Board of Directors on 24 May 2012.

Signed on behalf of the Board of Directors

T 2A¥=0MES
Paul Bames FCCA
Director



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

COMPANY BALANCE SHEET
At 31 December 2011

Note 2011 2010
S'000 5000
NON-CURRENT ASSETS
Intangible assets 13 4,198 432
Property. plant and equipment 13 171 276
Investments 14 159 159
4,528 &67
CURRENT ASSETS
Inventaries 16 202 627
Trade and other receivables 17 3,623 4,151
Cash and bank balances 2,181 E58
6,006 5.6306
TOTAL ASSETS 10,534 6,503
CURRENT LIABILITIES
Trede and other payahles 18 1,148 2179
Current tax liabilities 833 165
TOTAL LIABILITIES 1981 2.344
NET CURRENT ASSETS 4,025 3,292
NET ASSETS 8,553 4,159
TOTAL LIABILITIES
EQUITY
Share capital 19 226 222
Share premium account 20 3519 2,799
Own shares 21 - {124)
Sharc-based payment reserve 24 4§ 49
Retained carnings 20 4,760 1,213
TOTAL EQUITY 8,553 4,159
The financial statements of Frherstack London Limited (previously Etherstack Limited) {(company reaistration

number 05676080) were approved by the Board of Direclors on 24 May 2012,
Signed on kehalf of tlie Board of Directors

TRMEUNS
Paul Barmes FCCA
Direcior



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
At 31 December 2011

Share Share Own Merger Share  Retained Tatal
Capital Premium Shares Reserve Based Farnings FEquity
Account Pavment
S HH) ST0HMD S°0H S0 700 SO0 ST00H)
Balance at 1 January
2olo 122 2.7%9 (62) (191) 47 3,138 5953
Profit for the vear - - - - - 1,057 1,057
Uther comprehensive - - - - - (296) (29483
income for the period
Total comprehensive
income for the vear - . - - : 6l 761
Interim dividend 52 per . - - - - (2,229) {2,229)
share
Crwm shares acquired in - - {62} - - - (62)
the period
Share based pavinent - - - - 2 - 2
charge
Balanee at 31
December 2010 232 X599 (124 (181} 449 ) 4435
Prufit for the vear - - - - - 3.948 1988
(mher comprehensive
income for the period - - - - - (76) (76)
Total comprehensive
income for the year - - . - - 3912 3912
Issue of ordinary shares 4 844 - - - - 548
Crwn shares cancelled - (124} 124 - - x -
Share based pavment . - - - (1) - i1
charge
Balance at 31 224G 3519 - (191) 48 3,382 9,184

December 2011

10



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

COMPANY STATEMENT OF CHANGES IN EQUITY
At 31 December 2011

Share Share Own Share  Retained
Capital  Premium shares Based Farninps
Account Pavment
ST $'000 5000 S'000 S'000
Balance at 1 January 2010 222 2799 162) 47 833
Profit for the vear - - . - 2723
Other comprehensive income
for — exchange losses - - - - (114)
Total comprehensive income
for the year . - - - 2600
Cram shares acyuired in the : - (62} -
poriod
Dividend (52 per share) - - - - (2,229)
Sharc based payment charge . - 2 -
Balance at 31 December 2010 222 2799 i124) 49 1.213
Profit for the vear - - - 3691
Other comprehensive income
. (144)
exchange gains - % - ”
Total comprehensive income - - - - 3,547
for the year
lssue of ordinary shares 1 844 - - -
Chwn shares cancelled in the - (124) 124 = .
period
Share based pavment charge - - - (1}
Balance at 31 December 2011 226 ERA L - 4% 4.760




ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

CONSOLIDATED AND COMPANY CASH FLOW STATEMENT

Year ended 31 December 2011

Net cash from vperating activities

Investing activities

Interest received

Purchase of subsidiary

Purchases of imangible assets

Purchases of property, plant and equipmem

Netcash used in investing activilies
Financing activities

Increaseqdecrease) of directors’ loans
Dividend receipt

Dividend payment

Purchase of own shares

Proceeds on issue of ordinary shares

MNet cash (used in)from financing activilies

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of
vear

Effect of foreign exchange rale changes

Cash and cash ¢quivalents at end of year

2.660

Croup Group Company Campany
2011 2010 2011 2000
Note 57000 7000 S'000 5000
22 4,439 4,327 1,976 1.134
i z 5 -
26 {1.258) - - -
(3.064) (628) (4,004) {
(102 (167} (34 (133
(4,423) (735) i+ 038) {217)
92 268 (16%9) 414
- - - 1,804}
- (2,229 3 (2.229)
- (62} = (62)
848 - LR ;
940 (2.023) 379 (77
956 1,708 1.317 840
1,724 369 538 113
(20) (354} f (97)
1,724 2181




ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

NOTES TO THE ACCOUNTS
For the vear ended 31 December 2011

I. GENERAL INFORMATION

Etherstack London Limited is @ company incorporated in the United Kingdom under the Compantes Act 2006,
The address of the registered office is given on page 1. The nature of the Group’s operations and ils principal
achivities are set out in note 5 and the directors’ report.

These financial statements are presented in USS because the Group operates in intemational markets and the US

Dellar provides the most comparable currency for pecr companies. Foreizn operations are included in
accordance with the policies sct out in note 2

2. SIGNIFICANT ACCOUNTING POLICIES
Adoption of new and revised standards

Ihe following new and revised Standards and Interpretations have been adopted in the current yvear. Their
adoption has not had any significant impact on the amounts reported in these financial starements but, with the
exception of the amendment to IFRS 1. may impact the accounting for future ransactions and arrangements.

IAS 24 (2009) Related The revised Stendard has a new, clearer definition of a related party, |
Party Disclosures with inconsistencies under the previous definition having been removed.
Improvements to 1FRSs Aside from those items already idenuified above, the amendments made
10 to standards under the 2010 improvements to IFRSs have had no impact |
on the group. |

At the date of authorisation of these financial statements, the following Standards and Inmterpretations which
have not been applied in these financial statements were in issue but not vet effective (and in some cases had
not yet been adopted by the EU

IFRS | (amended)  Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters
IFRS 7 {amended)  Dhsclosures - Iransters of Financial Assets

IFRS Financial Instruments

IFES 10 Consolidated Financial Statements

IFRS 11 Joint Arranzements

IFRS 12 Disclosure of Interests in Other Entities

IFRS 13 Fair Value Measurement

1AS | (anwended) Presemiation of Items of Other Comprehensive Income
1AS 12 (amended)  Deferred Tan: Recovery of Underlving Assets

TAS 19 (revised) Emplovee Benefits

1AS 27 (revised) Separate Financial Statements

TAS 28 (revised) Investments in Associates and Joint Venlures

The directors do not expect that the adoption of the standards listed above will have a material impact on the
tinancial statements of the Group in future periods

Basis of accounting

The Ninancial statements have been prepared in accordunce with Intemnational Financial Reporting Standards
(IFRSs). The financial statements have also been prepared in accordance with IFRSs adopted by the European
Union and theretore the Group financial statements comply with Anicle 4 of the EU JAS Regulation. The
financial statenients have been prepared on the historical cost basis. Historical cost is generally based on the fair
value of the consideration given in exchange for the assets. The principal accounting policies adopted are set
out below.



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

NOTES TO THE ACCOUNTS (CONTINUED)
For the year ended 31 December 2011

Basis of consolidation

The conszolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) made up to 31 December each year. Control is achieved where the
Company has the power to govemn the financial and operating policies of an inveslee entity so as to obain
benelils from 1ts activities

The results of subsidiaries scquired duning the vear are included in the consolidated income statement from the
effective dare of acquisition.

Going concern

The directors have, at the nme of approving the financial statements, a reasonahle expectation that the Company
and the Group have adequate resources Lo continue in operational existence for the foresecable future. Thus they
continue fo adopt the going concem basis of accounting in preparing the financial statements, Further detail is
contained in the Review of the Business and future prospects within the directors report on page 2.

Current economic conditions create uncertainty over the level of demand for the Group's services and the
availability of finance through banking facilities.

The Group has considerable finuncial resources with strong net assets and current assets as noted in the
principal activity and review of business in the directors’ report on page 2. As a consequence, the directors
helieve that the Group is well placed to manage its business risks successfully.

Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The consideration
for each acquisition is measured at the aggregate of the fair values (al the date of exchange) of assets aiven,
liabilitics incurred or assumed, and equity instruments issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are recognised in profit or loss as incurred.

Where applicable. the consideration for the acquisition includes any asset or liability resulting from a contingent
consideration ammangement, measured at its acquisition-date fair value. Subsequent changes in such fair values
are adjusted against the cost of acquisition where they qualify as measurement period adjustments (see below),
All other subsequent changes in the fair value of contingent consideration classified as an asset or liabiliny are
accounted for in accordance with relevant IFRSs. Changes in the fair value of comtingent consideration
classified as equity are not recognised.

Where a business combination is achicved in stages, the Group’s previously-held interests in the acquired entiry
are remeasured to fair value at the acquisition date (i.e. the date the Group attains control) and the resulting gain
or loss, if any, is recognised in profit or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other comprehensive income are reclassitied to profit
or loss. where such rreatment would be appropriate if that intercst were disposed of,

The acquiree’s identifiable assets, liabiliies and contingent liabilities that meet the conditions for recognition
under IFRS 3{2008) are recognised at their fair value at the scquisition date, except thar:

*  deferred tax asscts or liabilities and liabilities or assets related to employee henetit arrangements are
recognised and measured in accordance with 1AS 12 Income Tuves and 1AS 19 Employee Henefits
respectively:

= labilities or equity instruments related to the replacement by the Group of an acquiree™s share-based
payment awards are measured in accordance with IFRS 2 Share-based Pavment: and

s assets (or disposal groups) that are classified as held for sale in accordance with IFRS 3 Non-current
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard,

If the inimal accounting for a business combination is incomplete by the end of the reporting peried in which the
combination occurs. the Group reports provisional amounts for the items for which the accounting is
incomplete. Thoese provisivnal amounts are adjusted during the measurement period (see below). or zdditional
assets or habilities are recognised, 10 reflect new information obtained about facts and circumstances that
existed as of the acquisition date that, if known, would have aftected the amounts reconised as of that date

'he measurement periad is the period from the date of acquisition to the date the Group obtains complete
information about facts and circumstances that existed as of the acquisition date, and is subject to @ maximum
of one vear.

14



ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

NOTES TO THE ACCOUNTS (CONTINUED)
For the year ended 31 December 2011

Revenue recognitinn

Revenue is measured at the fair value of the consideration received or receivable and Tepresents amounis
receivable for goods and services provided in the normal course of business, net of discounts. VAT and other
sales-related taxcs. Revenue is derived from uperations in the UK, mainland Europe, Australia, Asia and the
USA.

Sale of goods

Sales of goods include technology access licenses, manufactured equipment sales, und white labeHed equipment
satles.

Kevenue from the sale of goods 1s recognised when all the following conditions are satisfied:
= the Group has transferred to the buyer the significant risks and rewards of ownership of the roods:

=  the Group retains neither continuing managerial involvement to the degree usually wssociated with
ownership nor effective control over the goods sold:

s the amount of revenue can be measured reliably:
=  itis probable that the cconomic benefits associated with the transaction will flow to the entity; and
*  the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendening of services

Services includes sales of system solutions which require an inkerent customisation element and other specific
services delivered to customers.

Revenue from a conirect to provide services is recognised by reference to the stage of completion of the
contract. The stage of completion of the comract is determined based on the percentage of work that has been
completed measured through time and c¢ost incurred and forecast 1o complete. At the balance sheet date,
tevenue is acerued or deferred us appropriate depending on the stage of contractual billings compared with the
work performed to the balance sheer date.

In some cases the Group provides warrantics or free maintenance periods. Where the cost of meeting these
vbhigations is material. a portion of the revenue anributable to the contract 15 deferred and recognised over the
period in which the warranty costs are incurred,

Rovaltics

Koyalty revenue is recognised on an accrual basis in accordance with the substance of the relevant dgreement
(provided that it is probahle that the economic benefits will flow to the Group and the amount of revenue can be
measured reliably). Royalties determined on a time basis are recognised on a straight-line basis over the periad
of the agreement. Royalty arangements that arc based on production, sales and other measures are recognised
by reference to the underlving armangement.

Leasing

Aszets held under finance leases are recognised as assets of the Group at their fair value or, if fower. at the
present value of the minimum lease payments, each determined 2t the inception of the lease. The corresponding
liability to the lessor is included in the balance sheet as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to achieve
4 constant rate of interest on the remaining balance of the liability. Finance expenses are recognised
immediately in profit or luss, unless they are directly attributable 10 qualifying assets. in which case they are
capitalised in accordance with the Group's genceral policy on bomrowing costs (see below]. Contingent rentals
are recognised as expenses in the periods in which they arc incurred

Rentals pavable under operating leases are charged to income on 4 straight-line basis over the term of the
relevant lease, except where another more systematic basis 1s more representative of the time pattern in which
economic benefits from the lease assct are consumed

In the event that lease incennives are received o enter into operating leases, such incentives are recocnised as a
ligbility. The aggregate benefit of incentives is recognised as a reduction of rental expense on @ straight-line
hasis, except where another svetematic basis is more representitive of the time pattern in which economic
benefits from the leased asset are conswned.

15
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Foreign currencies

Given the range of markets in which the Group operates, USS has been adopted as the presentational currency
n these financial statements. The Group has operations in the United Kingdom, mainland Europe, Australia,
Singapore, Japan and the USA. In accordance with IAS 21, the Directors have considered the appropriate
functional currency for cach individual operation and has determined that the local currency in each case
principally reflects the costs and funding structures of the bhusiness and therefore has been adopted as the
functional currency.

In preparing the financial statements of the individual companies, transactions in currencies other than the
entity's functional currency (foreign cumencies) are recognised at the rares of exchange prevailing on the dates
of the transactions. At each balance sheet date, monetary assets and labilities that are denominated in foreizn
currencies are retransluted at the rates prevailing at that date. Non-monetary items carried at fair value that are
denuminated in foreign currencies are translated ut the rates prevailing at the date when the fair value was

determined. Non-monetary items that are measured in terms of historical cost in a foreizn currency are not
retranslated.

Exchange differences are recognised in profit or loss in the period in which they anse. For the purpose of
presenting consolidated financial statements. the assets and liabilities of the Group's foreign operations are
translated at exchange rates prevailing on the balance sheet date. Income and expense items are translated at the
average exchange rates for the period, unless exchange rates fluctuate significantly during that period, in which
case the exchange rates at the date of transactions are used. Exchange differences arising. if any, are recognised
in other compreliensive income and accumulated in equity (attributed to minority interests as appropriate),

Retirement henefit cnsts

Payments to defined contribution retirement benefit schemes are charged as an expense as they fall due.
Payments made to State-managed retirement benefit schemes are dealt with as payments to defined contribution

schemes where the Group's obligations under the schemes are equivalent o those arising in a defined
contribution retirement benefit scheme.

Taxation

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or deductible
m other vears and it further excludes items that are never taxable or deductible. The Group™s liability for current
tax is calculated using tax rates that have been enacted or substuntively enacted by the balance sheet date.

Deferred 1ax is the tax expecred 1o be pavable or recoverable on differences between the carmving amounts of
assets and labilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance shoet liability method, Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent
that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goedwill or from the initial recognition (other than in a business combination) of other assets and
liabilities in a rransaction thar affecis neither the taxable profit nor the accounting profit.

No deferred tax liabilitics have been recognised for taxable temporary differences arising on investments in
subsidiaries and associates, and interests in joint ventures, as the Group is able to contrel the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets s reviewed at each balance sheer date and reduced to the extent that
it is no longer probable that sufficient taxable profits will be evailable 1o allow all or part of the azset to be
recovered.

Deferred 1ax 1s calculated at the tax rates that are expected to apply in the period when the liability is sertled or
the asset is realised, Deferred tax is charged ar credited in the income statement. except when it relates to items
charged or credited directly to equity, in which case the deferred tax is also dealt with in equity

Deferred tax assets and liabilitics are offset when there is a legally enforceable right to offset curtent tax assels
against current tax Habilities and when they relate to income taxes levied by the same raxation authority and the
Group intends to sertle its current 1ax assets and liabilitics on a net basis.
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Property, plant and cquipment

Property. plant and equipment are stated at cost less accumulated depreciation and any recognised impairmem
tass. Diepreciation is recognised 5o as to write-off the cost of assels less their residual values over their useful
fives, using the siraight-line method, on the following bazes:

Leaschold improvements - over § years or the length of the lease, whichever is shorter
Computer equipment - over 3 vears
Engincering software - over 5 years
Fumiture and equipment - over § vears

The gain or loss anising on the disposal or retirement of an asset 15 determined as the difference between the
cales proceeds and the carrying amount of the asset and is recognised in income.

Internally-generated intangible assets — research and development expenditure
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset ansing from the Group’s software development is recognised anly if all
of the following conditions are mer:

*  anassel is created that can be identified (such as software and new processes);
* it is probable that the asset created will generate future economic benefits: and
¢ the development cost of the asset can be measured reliably.

Internally-generated intangible assets are amontised on a straight-line basis over their useful lives. Where no
internally-generated intangible asset can be recognised, development expenditure is recognised as an CXpensc in
the peried in which it is incurred.

Impairment of tangible and intangible assets ¢excluding goodwill

At cach balance sheet date, the Group reviews the camying amounts of its tangible and intangible asscts 1o
determine whether there is any indication that those assets have suffered an impairment loss. If anv such
indication exists, the recoverable amount of the assel is estimated in order 1o determine the extent of the
impairment loss, if any. Where the asset does not generate cash flows that are independent from other assets, the
Group estimates the recoverahle amount of the cash-generating unit te which the asset belongs. An intangible
asset with an indefinite useful life is tested for impairment at least annually and whenever there is an indication
that the asset may be impaired.

Recoverable amount is the higher of fair value less costs 10 scll and value in use. In assessing value in use. the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

IT the recoverable amoumt of an asset (or cash-generating unit) is cstimated to be less than its carrying amount,
the camrying amount of the asset {or cash-generating unit) is reduced to its recoverable amount. An impairment
knss 15 recognised immediately in profit or loss, unless the relevant asset is carried at a revalved amount, in
which case the impairment loss 15 treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asser {or cash-generating unit) is
mereased to the revised estimate of its recoverable amoung, but so that the increased carnving amount does not
exceed the camrying amount that would have been determined had no impairment loss been recognised for the
asset (or cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in
profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the
impairmient foss is treated as a revaluation increase,

Inventories

Inventories are staled at the lower of cost and net realisable value. Cost comprises direct muaterials und, where
applicable, direct lahour costs and those overheads that have been incurred in bringing the inventories to their
present location and condition. Cost is calculated using the weighted average method. Net realisable value
represents the estimated selling price less all estimated costs of completion and costs to be incurred in
marketing, selling and distnbution.
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i

Financial inslrumenis

Financial assets and financial lahilities are recognised in the Group's Balance Sheer when the Group becomes a
party to the contractual provisions of the instrument.

Trade and receivables, loans and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as “loans and receivables’. Leans and receivables are measured af amortised
cost using the effective interest rate method, less any impairment.

The Group does not enter into any derivative mansactions. and does not hold any derivative fnancial
instruments,

Share-based payments

Equity-settled share-based payments to emplovees and others providing similar services are measured at the fair
value of the equity instruments at the grant date. The fair value excludes the effect of non market-based vesting
conditions. Details regarding the determination of the fair value of eguity-setiled share-based transactions are
setout in note 24,

The fair value determined at the grant date of the equity-settled share-based payments 1s expensed on a straight-
line basis over the vesting period, based on the Group's estimate of equity instruments that will eventually vest
Al each balance sheet dare, the Group revises its estimate of the number of equity 1nstruments expected (o vest
as a result of the effect of non market-based vesting condilions. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the revised estimate,
with a carresponding adjustment to the equity-sentled employ ee benefits reserve.

For cash-setiled sharc-based payments, a liability is recognised for the goods or services acquired, measured
mitially at the fair of the liability. At the Balance Sheet date until the liability is settled, and at the date of

settlement. the fair value of the liability is re-measured, with any changes in fair value recognised in protit ar
loss for the vear.

Investments in Subsidiaries

Investments are carried at their historic cost, and are reviewed annually for impairment. Any impairment losses
#re booked in the vear that they arise.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are described in note 2, the directors are required to
make judgements, cstimates and assumptions aboutl the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions o accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period. or in the
period of the revision and future periods if the revision affects both current and fulure periods.

The following are the critical judgements and estimations that the direciors have made in the process of
2pplying the Group's accounting policies and that have the most significant effect on the amounts recognised in
financial statements

Revenue recoenilion

The revenue and prof of fixed price contracts is recognised on a percentage of completion basis when the
outcome of a conbract van be estimated reliably. Management makes estimates of the time and cost incurred to
date as a percentage of the wal cost to be incurred. This invelves forecasting future costs which requires
estimates and judzements. These estimates are continually revised based on changes in the facts relating to cach
contract. Any changes in estimates are reflected in that period.

Capitalisation and recoverability of internally-generated intangible asscts

Management recognise an intemally-generated intangible asset arising from the Group's software development
only if all of the following conditions are met:
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* an asset is created that ean be identified (such as sofiware and new processes),
*  itis probable that the asset created will generate future economic benefits: and
* the development cost of the asset can be measured reliably.

These eriteria are assessed on a project by project basis from the outsel and continuing through to project
completion. This assessment requires management judzement to determine whether the criteria are met, which
is often reliant on expectations of future events.

When development is carried out in conjunction with a customer project a judgement is required in determining
the allocation between capitalised development expenditure and customer specific costs.. Customer specific
costs are expensed as 4 contract cost in line with revenue recognition policies.

During the year, management recognised internally-generated intangible asscts tmalling 83,064,000 (2000
S628.,000),

Management reconsidered the recoverability of the nternally-generated intangible asset arising from the
Capitalisation of development costs which is included in the consolidated balance sheet (refer Note 13) a1
$4.329.000 (2010: $1.502.000),

I'he review of recoverability encompasses consideration of changes to the expected cashflows and margins to
be generated by these assets and the expected period over which future benefits are likely to be derived. The
outcome of the review supparts the expectation that fulure revenues and profits will be derived from the
intellectual property assets developed by the Group

Expected revenues and margins generated by these assets will continue to be closely monitored, and
adjustments made in future periods if future market activiry indicates that such adjustments are appropriate.

Estimated impairment of intangible assets, goodwill and property, plant and equipment

Ihe Group annually tests whether the intangible assets and property, plant and cquipment have suffered any
impairment, in accordance with the accounting policy stated in note 2. The recoverable amounts of cash-
generating units have been determined based on valuc-in-use calculations. The calculation of value in use is
based on a discounted cash flow, which reguires a number of assumptions including future growth rares,
estimated cash flows and discount rates. The cash flow projections were based on a 12-month forecast and
extrapolations using a terminal growth rate factor in line with long term marker growth rates and discounted at a
pre-tax weighted averaze cost of capital.

Income tax and other taxes

Ihe Group is subject to income and other tax in the UK, USA. Australia, Japan and other countries. Significant
jadgement is required in determining the provision for income and other taxes. There are many transactions
and calculations for which the ultimate tas determination is unceriain during the ordinary course of business,
The Group recognises liabilities for anticipared 1ax audit issues based on estimates of whether additional ta
will be due. Where the final tax cutcome of these matters is different from the amounts that were initially
recorded, such differences will impact the tax provisions in the period in which such determination is made,

Deeferred tax asseis are recoznised relating to tax losses to the extent that it is prohahle future taxable profits will
arise in that jurisdiction
4. HEVENUE

An analysis of the Group's revenue is as follows:

2011 2iln

Liroup Group

S'HH) S04

Product sales 5814 12,966
Software rovalties, licences and Other 8.590 4115
Grant receipls 110 k2

14.514 17,193

1%
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5

BUSINESS AND GEOGRAPHICAL SEGMENTS

IFRS B requires operating segments to be identified on the basis of internal repons about components of the
Group that are regulariy reviewed by the Managing Director to allocate resources and 1o assess performance
Ihe Group is operational in geographical locations including the United Kingdom, United States, Japan.
Singapore and Australia. The Group operates and repons as one business sezment and is not analvsed by
management in cither separare functions or geographical rezions, as due 1o the nature of the work and
complexny of the software, there is a large degree of collaboration and integration across the countries for any
given project.

Revenue from eaternal customers hy country 201 20100
Group Group

STOHM) ST(HH)

Country of domicile (UK) 13,162 16,923
United States of America 454 252
Australia 36 -
Crher countries 352 15

14,514 17,193

Hevenues from a single customer amounting to more than 10 percent of 2011 2010

Eroup revenue STHH) ST
Customer A R 12,964
Customer B 6.937 -

10538 12,966

Revenues from customers which do nol amount to more than 1076 of Group revenue in i particular period are
not disclosed.

2011 2010
Non-current assets by country 57000 ST000
Country of domicile (UK) 4346 708
United States of America 5 &l
Australia 1,127 1.045
{iher countries 154 i8]

3,632 1.882

FROFIT OXN ORDINARY ACTIVITIES BEFORE TAXATION

This is shown after charging (crediting):

2011 0

Group Group

K000 ST000

Depreciation of property. plant and machinery 239 169
Operating lease costs 517 34
Amornisation of internally generated intangible assets 263 25
Amortisation of acquired customer relationships 62 -
Staff costs (see note 8) 6444 4,881
Loss on disposal of property, plant and equipment . 123)
Foreign exchange - third party (66) 216

Foreign exchange - intercompany {221) {175

20
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7. AUDITORS REMUNERATION

The analysis of auditors' remuneration is as (ollows:

2011 2010
Ciroup Group
51000 S'000

Fees payable to the Company's auditors for the audit of
the Campany’s annual accounts 171 77
Total audit fees 17 77
= lax services - =
= Other services 113 =
Tatal non-audit fees 113 &

8, STAFF COSTS

2011 2011 2010 2010
Group  Company Group  Company
ST} SO0 ST000 S0
Wages and salaries 6,052 2211 4449 1.172
Social security costs 392 43 432 145
6,444 2,276 4881 1,317
RN 2011 2010 20140
Average monthly number of persons employed Group  Company Group  Company
lincluding directors) Numhber Numher Number Number
[irectors i 3 3 3
Engineering 48 16 43 14
Management, sales & administrative 9 3 8 2
G0 2 34 19
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9. DIRECTORS® REMUNERATION

Emoluments (including pension conmibutions)

The number of directors who are:
Members of a money purchase pension scheme

Remuneration of the highest paid director:
Emoluments
Company contributions 1o money purchase schemes

10, INVESTMENT REVENUE

Bank deposits

1. FINANCE COSTS

Interest on bank overdrafts and loans

1. TAX

Current tax expense:
UK corporation tax and income tax
Foreign tax

Corporation 1ax 15 calculared ar 26.5%5 ( 2010: 28.0%) of the cstimated taxable profit for the vear.
[ )

Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

201 2000
Group Ciroup
LI ST000
4581 435
nn 2010
Number Number
l i
011 0140
5" (M 000
285 232
285 232
2011 2010
Group Giroup
S0} 5000
| £
20l 20100
Group Group
5000 SO0
32 26
2011 2010
Group Group
5000 ST
5le 13
3 262
379 275

53
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I'he charge for the year can be reconciled to the profit per the income statement as follows:

Year Year Year Year
ended ended ended ended
Group  Group Group Giroup
2011 2011 2010 2010
ST %% S Ya
Frofit before 1ax on continuing vperations 4,567 1.332
Tax ar the UK corporation tax rate of 26 5% _
(2010: 28.0%) 1210 26 372 28
Tax effect of expenses that arc not deductible in
determining laxable profir 1 - 34 2
l'ax effeet of income not taxable in determining taxable
profit } - - -
Tax effect of milization of tax losses not previously
recoznised (422} {9) {233) {16)
Effect of capital allowances m excess of depreciation 43 1 {35) (1n
Effect of enhanced R&D tax relief (285) i) £ -
Effect of difference in overseas tax rates 7 1 {1] -
Prior vear adjustmem 3 - 147 -
Tax expense and effective tax rate for the vear 579 13 275 3

No deferred tax asset has been recognised in respect of losses carried forward as it is not considered probable
that these will reverse in the near future. No deferred tax liability is recognised on temporary differences
relating to the unremitting camings of overseas subsidiaries as the Group is able to control the timings of the

reversal of these temporary differences.
13, INTANGIBLE ASSETS

Capitalisation of  Acquired customer

development costs relationships Total
Group 5000 50K SO0
Cosl
At 1 January 2010 1,061 - 1.061
Additions 028 - 625
Exchange differences (37) - (27)
At 31 December 2010 1.652 - 1.652
Additions 3,064 L,i22 4.186
Exchange differences 26 - 26
At 31 December 2011 4.742 L122 586
Accumulated amortisation
At ] January 2011 150 - E
Charge for the year 283 62 323
Al 31 December 2011 413 62 S
Carrving amount
At 31 December 2011 4,329 1.060 5389

Al 31 December 2010 1.302 . 1502
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Company

Cost

At 1 January 2010
Additions

Exchange differcnces
At 31 December 2010

Addirions
Exchange differences

At 31 December 2011
Accomulated amortisation
At 1 January 2011

Charge for the vear

At 31 December 2011

Carrving amount
At 31 December 2011

At 31 December 2010

Capitalisation of
development costs
57000

4,436

238

Foit
Lad
ol

4.198

432

Intangible assets comprisc internal and external costs incurred on the development of specific products that meet the
criteria under 1AS 38 Imangible assets. The amonisation period for development costs incurred on the Group's
software development is 6 years or over the estimated delivery model, whichever is shorter. Amortisation does not
take place until the asser is fully completed such that it can be deploved to customers and available for deployment,
Patents and trademarks are amortised over their estimated useful lives. which is on average 5 vears. The underlvine
core Intellectual Property is being amortised over ten vears, o

The intangible asset represented by Acquired Customer relationships is amortised over 6 years.

4.

INVESTMENTS

Subsidiary undertakings

2011 2000
Group  Company Group  Company
5000 MO0 SO0 ST00H
- 159 - 159

The Company’s investments at the balance sheet date in the share capital of other companies include the

following:
Subsidiary undertakings Holding Class of share | Country of incorparation
Etherstack Limited 1 Ordinary British Virgin Isles
Indian Pacific Nederland BV * 10025 Ordinary Metheriands _
Etherstack Inc, 100%: Ordinary LUSA
Etherstack Piv Limited * 100" Ordinary Ansralia
Auria Wireless Piv Limited® 1P s Ordinary Australia
Etherstack Japan Limited * 10075 Ordinan Japan - |
Etherstack Pre Limited * 100%% Ordinan Singapore |

* These companies are owined via apother Group entity.

All of the companies in the Group develop and sell wircless software products,

4




ETHERSTACK LONDON LIMITED (PREVIOUSLY ETHERSTACK LIMITED)

NOTES TO THE ACCOUNTS (CONTINUED)
For the vear ended 31 December 2011

15, PROPERTY, PLANT AND EQUIPMENT

Furniture
Leasehold and Engineering  Computer

Group property  equipment software  cquipment Toral

S"0HH) SO0 57000 S5T0HHD 57000
Cuost
At | January 2011 97 148 3 60 B49
Additions . 1 10 51 102
Exchange differences - - - - -
At 31 December 2011 o7 159 13 a5 951
Accomulated depreciation
At 1 January 2011 5 106 3 30 469
Charge for the year 15 19 5 190 239
Exchange differences . - = G .
A3 December 2011 71 135 8 494 T08
Carrving amount
Al 31 December 2011 26 19 5 188 243
At 31 December 2010 41 42 - 297 380

Furniture
Lecasehold and Engineering  Computer

Company property  cguipment sofiware  equipment Total

51000 S70HHD SO0 S'000 STOHM)
Cost
At 1 Janvary 2011 40 33 - 420 493
Additions - B . KR 34
Dispisals = - - - -
Exchange differences - - - = -
AL 31 December 2011 40 35 - 454 529
Accomulated deprociation
At | January 2011 &7} 23 . 166 219
Charge for the vear 1] o - e 139
Exchange differences - : Z < -
At 3] December 2011 Al 33 - 283 338
Carrving amount
At 31 December 2011 - 2 - 164 171

At 31 December 2010 ] 12 ; 2549 276
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16,

17.

INVENTORIES
Group  Company Group  Company
2011 2010 20 2000
STONHD 8000 50040 57000
Finished goods and work in progress 202 202 735 627
TRADE AND OTHER RECEIVABLES
201 2000
Group  Company Group  Company
STLHHD 5700 57000 000
I'rade debtors TI5 291 739 732
Accrued income from contracts in progress 1.940 1,047 725 373
Work in proaress - = 609 -
Other debiors Tih 528 6813 484
Amounts owed from group undertakings - 1,757 - 2,562
3411 3625 2716 4,151

Acerued income represents unbilled fees and licence income derived from projects and contracts in progress
at the end of the period.

Trade receivables disclosed above are classified as loans and receivables and are therefore measured at
amartised cost.

The average credit period 1aken on sales of goods is 21 davs (2010: 30). No interest is charged on the
reccivables for the first 30 days from the date of the invoice. Thereafter. the Giroup reserves its right o charee
interest al various rates on the outstanding balance. The Group recognises, where appropriate, an allowance
for doubtful debts of 100%s against cemain receivables over 180 days historical experience has been that
receivables that are past due bevond 180 days they tend not 1o be recoverable,

Due to the nature of the Group’s business, potential customers tend to be well-funded international companies
of sound credit status. Before accepting a new customer. the Group assesses, on an informal basis, the likely
credit risk of the potential customer principally by reference agzainst the complexity and nature of the project.
There are eight (2010. four) customers who each represent more than 5 per cent of the total balance of trade
receivables,

Trade receivables disclosed above (sec below for aged analysis) include amounts which are past due at the
reporting date. but against which the Group has not recognised an allowance for doubtful receivables hecause
there has not been a significant change in credit quality and the amounts are still considered recoverable, The
Group does not hold any collateral or other credil enhancements aver these balances nor does it have a legal
right of offset against any amounis owed by the Group to the counterparty. The average age of these
receivables is 63 days (2010: 61 days)

Ageing of past due but not impaired receivables 20 2010
Group Group

ST000 S'000

30-60 days 84 277
60-90 days . 2
90-120 days 67 40
Total 151 L

The directors consider that the carrying amount of trade and other receivables is approximately equal to their
tair value.
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18, TRADE AND OTHER PAYARLES

Trade creditors and accruals

Other creditors

Onher taxes and social security costs
Amounts owed to group undertakings
Directors” loan accounts

2011 20140
Group  Company Group  Company
5000 ST000 S0 5700
1.002 T30 l.e6i 1,533
430 204 371 251
10 (78) 13 (74)
- 287 - -
468 - 376 469
1,910 1,148 2421 2179

Trade creditors and accruals principally comprise amounts outstanding for trade purchases and ongoing cosls.
The average credit period taken for trade purchases 15 60 days (2010: 52). For most supplicrs no interest is
charged on the trade payables for the first 45 days from the date of the invoice. Thereafter, interest is charged
on the outstanding balances at various interest rates. The Group has financial risk management policies in
place to ensure that all payables, unless they are subject to dispute, are paid within the pre-acreed credit

terms.

The dircctors consider that the carrying amount of trade payvables approximates to their fair value.

19, CALLED UPSHARE CAPITAL
Group

Authorised
COrdinary shares of £0.10 each

Calted up. allotted and fully paid

1.184.327 ordinary shares of £0.10 cach (2010

1.117.750 ordinary shares of £0.10 each)

Company

Authorised

Ordinary shares of £0.10 each (2010: £0.10 each)

Called up, allotted and fully paid

1184327 ondinary shares of £0.10 cach (2010

1.117.750 ordinary shares of £0.10 each)

At 31 Decemnber 2011, there were 10,414 (2010: 52,
L10.07 per warrant. that had vet 1o be exercised.

The Company has one class of ordinary shares which camy no right to fined income

2011 20010
Numhber Number

500,000 2,500,010

TA00000 2,500,000

Xy 200
ST000 50D
226 22%

226 222

2011 2000
Number Number
L500,000 2,300,000

25000000 2,500,000

2011 2010
STHHD 500
226 222
226 222

289) share warrants outstanding with an exercise price of
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RESERVES

Group

At 1 January 2011

Prufit for the year

Loss arising on translation of aperations to presentational
currency

Issue of erdinary shares

Cancellation of ordinary shares

Al 31 December 2011

Company

At 1 January 2011

Profit for the year

Loss arising on translation of operation 1o presentational
currency

lasue of ordinary shares

Cancellation of ordinary shares

At 31 December 2011

Merger Share Profit &
reserve Premium lnss
SHH LRI SO0
(191) 2,799 1,670
- - 3988
- - {76)
a4 -
- (124) -
(I 3,519 5,382
Sharc Profit and
preminm Laoss
SO0 S M)
2,706 1.213
- 160
. (144)
844 -
(124) -
3519 4,760

In accordance with 5131 of the Companies Act, the ordinary share capital consideration for Ltherstack
Limited. a company incorporated in the British Virgin Isles, has been shown at neminal value in the

Company s Balance Sheet

OWN SHARES

Balance ar 1 January 2011
Acquired in the period
Cancelled in the period

Halance ar 31 December 2011

Own
Shares
S UMM
124

(124}

The own shares reserve represented the cost of shares in Fiherstack London Limited purchased by the
company. The number of ordinary shares held by the company at 31 December 2011 was nil (2010: 3.033).
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NOTES TO THE CASH FLOW STATEMENT

Group Group  Company  Company
2011 X010 2011 2010
STO00 KM S0 000
Operating profit 4,398 1.358 4.208 G
Adjustiments for
Depreciation of property. plant and equipment 239 169 139 103
Amortisation of intangible assers 325 25 238 -
Loss on disposal of fived assets - 23 - 23
Operating cash flows before movements in
working capital 5182 1,575 4,585 1066
Decrease/ (increass) in inventories 333 (652) 425 (627)
Decrease/(increase) in receivables 139%) 3340 528 (274}
Increase/{decrease) in payables i To4) 436 (562) 1,069
Cash generated by operativns 4,553 2719 4.976 1.234
Income taxes paid (62} (1a6) - {100
Interest paid (32 {26) -
Net cash (used in) / from aperating activities <439 4,327 4,976 1.134

Cash and cash cquivalents comprise cash and short-term bank deposits with an original maturity of three
months or less, net of outstanding bank overdrafis. The camying amount of these assets is approximately

equal to their fair value,

OPERATING LEASE ARRANGEMENTS

Minimum lease payments under operating leases
Recognised as an expence in the year

2011

Land and
huildings

SO0

611

20010
Land and
buildings

SN

314

At 31 Decemnber 2011 the Group had total commitments under nen-cancellable operating leases as set out

helow:

Operating leases which expire
Within 1 vear
In the second to fifth vears inclusive
After five vears

2011 2010
Land and Land and
buildings  buildings

5T LM

TO 314
926 B3
G96 1,127

29
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4.

SHARE BASED PAYMENTS

The Company has 2n equity-setiled share option scheme for all employees of the Group. Options are
exercisable at a price equal to the average quoted market price of the Company s shares on the date of zrant.
The vesting period is up to three years. If the options remain unexercised afer a period of five years from the
date of grant the options expire. Options are forfened if the employee leaves the Group before the options
vest. Details of the share options outstanding during the vear are as follows.

2011 2010

Weighted Weighted

average average

Number of exercise  Number of CACrCise

share price share price

nptinns iin £) Options {in £)

Outstanding at beginning of period 13,135 24 23,603 15

Granted during the period 18458 23 730 priv

Furfeited during the period (1.395) I3 (11,200} 15

Exercized during the peried - . - .
Outstanding at the end of the period 30,198 13,135
Exercisable at the end of the period 30,198 13,135

Mo share options were exercised during the period. The options cutstanding at 31 December 2011 had a
weighted average excreise price of £21, and a weighted average remaining contractual life of 3 years, In
2011. options were granted on 31 August and 12 and 30 Seplember and 31 December 2011 (2010: 1 and 25
August 2010). The aggregate of the estimated fair values of the options granted on those dates is 120,020
(2010; 51,400,

The inputs inta the Black-Scholes model are as follows:

20
Weighted average share price 25
Weighted average exercise price 25
Expected volatility 0%
Expected life 3 years
Risk-iree rate 2.5%
Fxpected dividend vields 8%

Expected volaility was determined by calculating the historical volatility of the Group's estimated share
price over the previous 3 vears. The expected life used in the model has been adjusted, based on
Management's best estimate, for the effects of non-transferability, exercise restrictions, wnd behavieral
considerations,

The Group recogmized total expenses of $33.170 and $1.449 relating 1o equityv-settled share-based pavment
transactions in 2011 and 20140, respectively.

ELH
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FINANCIAL INSTRUMENTS
Capital risk management

The Group manages its capital 1o ensure that it will be able 10 continue as a going concem while maximizing
the retumn to stakeholders. The Group has no third party debt and has funded itself through share issues and
cash generalion from the business. The capital structure of the Group consists of cash and cash equivalems
and equity auributable to equity holders of the Parent, comprising issued capital, reserves and retained profits
as disclosed in note 20 and the Statement of Changes in Equity.

Externally imposed capital requirement
The Group is not subject to extemally imposed capital requirements.
Significant accounting policies

Deetails of the significant accounting policies and methods adopted, including the criteria for recoznition, the
basis of measurement and the basis on which income and expenses are recognized, in respect of each claszs o
financial asset. financial liability and equity instrument are disclosed in note 2 to the financial statements.

Categorics of financial instruments

Carryving value

2011 2010
Group Group
5000 57000
Financial assets
Loans and receivables (including cash and cash
equivalents) 4,130 3,106
Financial liabilitics
Amorized cost 1.910 2421

Financial risk management objectives

Lhe Giroup’s central management monitors and mnages the financial risks relating o the operations of the
Group through internal risk evaluations which analyse exposure by degree and magnitude of nsks. These
risks include market risk, including currency risk. credit risk and liquidity risk.

The Group may use derivarive financial instruments to hedge these risk exposures. The Group does not enter
inte or trade financial instruments, including derivative financial instruments, for speculative purposes,

Markel risk

The Group's activities expose it primarily to the financial risks of chanees in fordign currency eachange rates
and inlerest rates,

The Group undertakes cenain transactions denominated in foreien currencies, hence exposures to exchange
rate fluctuations arise. Exchange rate exposurcs are manazed within approved policy parameters,

Credit risk management

Credit risk refers W the risk a counterparty will default on its contractual obligations resulting in financial
loss ta the Group. The Group has adopted a policy of only dealing with creditworthy counterparties and
obtaining sufficient collateral, where appropriate, as a means of mitigating the risk of financial loss from
defaults. The Group’s exposure is continuausly monitored.

Trade receivables consist of a number of customers, spread across geographical ateas. Ungoing eredit
evaluanon 15 performed on the Ninancial condition of accounts receivable. The Group does not have any
significant credit risk exposure to any single counterpany or any zroup of counterpartics having similar
characteristics. The Group defines counterpartics as having similar characteristics if they are connected
entities,
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The credit risk on liquid funds and derivative financial instruments is limited because the counterparics are
banks with high credit-ratings assigned by intemmational credit-rating agencies.

Liquidity risk management

Ulimate responsibility for liquidity risk management rests with the board of directors, who have built an
appropriate liquidity risk management framework for the management of the Giroup's short, medium and
long-term funding and liquidity management requirements. The Group manages liguidity risk by maintaining
adequatc reserves and banking (cash) facilities by continuously menitoring forecast and actual cash Nows and
matching the maturity profiles of financial assets and liabilities

RELATED PARTY TRANSACTIONS

Balances and transactions between the Company and its subsidiaries, which are related partics. have been
eliminated on consolidation and are not disclosed in these financial statements.

Purchase of Auria Wircless Pty Limited

On | September 2011, the Group, through a controlled entity, acquired 10075 of the issued capital of Auria
Wireless Piy Limited. Auria Wireless is a radio systems solution provider and was acquired in order that the
combined products and skillsets of Auna Wireless and Etherstack would assist Auria Wireless win a major
project with an Australian electricity distribution company. Auria Wireless and the Frherstack Group are
considered related parties as a consequence of the shareholdings in Aunia Wireless and Etherstack London
Limited of Mr David Deacon and Mr Paul Bames. Notwithstanding. the purchase transaction is considersd
by the Direetors 1o have been conducted on arms- length terms and conditions,

The amounts recognised in respect of the identifiable assets

acquired and liabilities assumed are as et out in the table below. 5

Net working capital balances 136, (K}
Identifiable intangible assets - acquined customer relavionships (Note 13) L. E22.000
I'otal identifiable assets 1,235 000
—————

Satisfied by,

Cash consideraion 1.255.000
et cash outflow arising on acquisition 12580010
L

Trading transactions

During the year, Group Companics entered into the following trunsactions with Auria Wireless prior to the
acquisition of Auria Wireless by the Group:

Purchase of goods and
SCrVices
201 2010
&' SM00
Auria Wireless Prv Limited - 238

Purchases of go0ds to related parties were made at the Group's usual list prices. No guarantees have been
given or received. No provisions have been made for doubtful debts in respect of the amounts owed by
related parties.

Brixlam Trading Limired is a related party. During the vear a £33,000 royalty was accrued as a liability to
Hrixlam Trading Limited. The liability offsets amounts due from Brixlam Trading Limited to the Ciroup.
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Remuneration of key management personnel

The remuneration of the directors. plus the Chief Operating Officer and Chief Financial Officer. who are the
key management personnel of the Group, is set out below in apgrecate for each of the categories specified in
1AS 24 Related Purty Disclosures

2011 2010

5700 S0

Short-term emplovee benefits 565 428
Post-employment benefits 25 -
350 433

Directors” transactions

Dividends totalling nil (2010: $1,613,348) were paid in the vear in respest of ordinary shares held by the
Company s directors,

LOANS TOVFROM RELATED PARTIES

Auria Wireless Pry Limited was a related pany as at 31 December 2010 and owed the Giroup S21.0040 at that
date. In 2011 Auria Wircless Pty Limited was acquired by the Group and all transaction after that date and
balances at 31 December have been eliminated on consolidation. The Group has provided ils subsidiaries
with short-rerm loans at rates comparable to the average commercial rate of interest

Mr. Paul Bamnes, a dircctor of the Company, is owed Snil by the Group at 31 December 2011 (31 December
2010: §13,586).

Mr. David Deacon, a director of the Company, is owed $467,544 by the Group at 31 December 2011 (31
December 20H0: 5362,051).

Brixlam Trading Limited is a related pamy as a conseguence of common sharehalders with Etherstack
London Limited. At 31 December 2011, the Group had a receivable of $154,412 from Brixlam Trading
Limitad (31 Decembyer 2010: 5179.524)

CONTINGENT LIABILITIES

In common with other companies that hold intellectual propenty nghts, from time to time, Etherstack
receives, challenges to its rights from third parties. The Directors do not believe any claim 1o have foundation
and hence have not provided for any liability in the accounts.

ULTIMATE CONTROLLING PARTY
The Ultimate Controlling party is Mr David Deacon. The Group has no immediate parent company.
POST BALANCE DATE EVENTS

To effext u ¢orporale re-organisation of the Company, a new company MMS5698 I'LC was incorporated on
15 February 2012 which has subsequently been renamed Etherstack ple. On 13th April 2012 this company.
Etherstack plc, became the ultimate holding company of the group as a result of a | for | share exchange
whereby the sharcholders in Etherstack Limited exchanged their shares in Ftherstack Limited for shares in
Etherstack ple. As a result the outstanding warrants at 31 December 2011 were exchanged for warranis aver
Etherstzck ple shares

Etherstack Limited changed its name to Etherstack London Limited on 4 May 2012,

"]
b



