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Aerial Direct Limited

Strategic Report
For the Year Ended 30 September 2019

Introduction

The directors present their strategic report together with the audited financial statements for the year ended 30
September 2019.

Business review.

The Group operates in the telecommunications séctor and resells telecommunications sérvices including the
sdle, instatlation .and- maintenancé of fixed line services and handset financing for over 100,000 customers
across the UK, Aerial Direct is the.largest 02 direct businéss partner in the UK.

The-Group has seen-the increase in revenue flow to the EBITDA line and deliver an increasing margin. This is
despite investments being made in the business that won't deliver financial benefits until future years; most
notably:.

Investment in fixed line service delivery which will increase our capacity to deliverin this market
Investment in mid-market and enterprise field sales:
Investment-in Intérnet based lead-generation to acquire and grow the customer base where full financial
benefit-doesn’t get-accrued until the re-sign of that customer

« Investment in technolegy that supports the operations of the business:

Achievements

‘2019 -saw Aerial. build on the foundations of the previous year with some significant achievements; most
notably:

o Complet:on of MBO — On 5th October 2018 Aerial completed an MBO, which brought all of the Aerial
Direct businesses (Aenal Telephones Limited, Aena[ Direct Limited, Beebu Lsmlted) into-one group-under
the holdlng company of Aerial Group leited and: reduced the shareholding to David. Ainslie and David.
Kl]by

e Acquisition - As part of the group strategy to expénd its fixed line telephony offéring; Aerial Group Limited
cormpleted on its first acquisition, IPCortex on 15th March 2019, IPCortex is a. VoIP telephony. system
provider. that will continue its channel-only route to market and emstmg partners will continue to benefit
from being able to offer customers truly differentiated, feature-rich communications solutions, be that
hosted, on-premise:or virtual,

Investment in People.

Aerial has-continued to invest in people in order to aftract and retain good. people, with headcount growth
through the year rising from 186 to 222. Key things that we have.done to make Aerial Direct a better place to
‘work:and to promote the health and well-being of our staff are:

 Investment in @ modern working -environment to make it a positive place to work

Incentives run for all staff to celebrate success across the business

Complimentary fruit. dellvery three times per week for all staff:

Comphmentary on-site fitness classes with qualified PT Instructor

Monthly food festivals held in the courtyard of the building to allow everyone to. celebrate success



Aerial Direct Limited

Strategic Report (continued)
For the Year Ended 30 September 2019

Technology

The Groups market leading performance has always been built on. a foundation of godd investment in
technology; we continued in'this- vain in 2019 and through into 2020. We haveé looked to supplement our in-
house-built solutions with best in class technology solutions/platforms that will deliver timely and accurate M
thus continuing to drive business perfermance.

Since the. acquisition of IP Cortex, we have looked to accelerate our investment in that business. We: have
expanded the development and sales teams and look to develop further the sound techmcal platform that the
existing business ‘had developed prior to the -acquisition. Major. achievements that we have ‘seen since the
acquisition are:.

o Microsoft Teams integration to enable fullt PBX functionality
* Integration with Zoho - a leading hosting CRM- and B solution
* Integrated mobile. App to deliver a Unified Communications experience-

.Business Awards

Aerial Direct’s position as a market leader in telecommunications offerings and. our continued commitment to
provide our customers with- exceptlonal service is.demonstrated by the awards that we have won.in the period,

most notably:

The.O2 Digital Excellence and Customer Excellence Award

The Mobile Industry awards — Business Growth Award

The Comms National Awards — Custorner Service Award

The Portsmouth News, Businéss Excellence Awards — Bést Large Busmess
The Solent Deal Awards — Mid Range Deal of the Year



Acrial Direct Limited

‘Strategic Report {continued)
For the Year Ended 30 September 2019

Principal risks and uncertainties
The principal risks for the business are considered to be the following: -
1)  Impactof Covid-19

Covid-19 has had a significant impact on the world ecénomy. However, Aerial Group has successfully
mobilised and enabled all- staff 6 work frém home; subsequently, the performance of the business has
remained very strong: throughout this period.

The financial statements have been prepared en the ‘going concérn’ basis, as the directors have prepared
detailed. budgets-for-a period of at least 12 months from the date. of sngnmg the accounts, which show that the
.group is able to meet all of its liabilities as they fall due, However, it is acknowledged that the sutbreak of
COVID-19 has had a profound impact on the global and UK. economy and businesses, therefore, the:directars
have produced -a detailed going concem ‘stress test' for Aerial ‘Group Limited, for which further detail is given
within note 2 to the financial statements. Having completed-this process, the directors aré confident of béing
able to grade for aperiod of at least 12 months from the approval of the financial statements.

2)  Lack of diversification

The business has continued to develop: its fixed line télephony business and grow its customer base-in order to
spread the. risk:away from its core activity of Mobile Telecommunications. The acquisition of IP Cortex was.a
key -part of this strategy, as well as invéstment in the management team of this division. These actions have'
seen.a reduction in the reliance of Mobile Telecommunications revenues.

Furthermore, the business is looking to cross-sell other business services into its client:base (i.e. dtilities and
broader IT Services): ,

3)  General economic activity

The business opérates [argely in the. SME space; the directors laok to manage economic reliance on.any single
source of supplier of customefs and within a-particular sector.

4} Luquudlty and cash ﬂow

The business maintains strong-cash generation, itis a key KPi and target for the business lo ‘maximise the
monthly cashflow from the operation.



Aerial Direct Limited

Strategic Report (continued)
For the Year Ended 30 September 2019

Financial key performance indicators

The results for the year are set out within the statement of comprehensive income. This shows an increase in
profitability for. the year.

The EBITDA performance of the business is summarised below ;

2019 2018
Revenueg £30.2m £21.6m
EB!TDA £9.2m £6.7m
EBITDA % 30% ' 31%

The consolidated EBITDA of Aerial Direct and Aerial Telephones which we combined into Aerial Group duririg
the year are summarised below:

2019
Revenue £31.5m
EBITDA . £8.8m
EBITDA % 27.9%

Business outlook
As already mentioned in this review, Covid-19 has had-an unprecedented impact on the world economy -which
has had ah inevitable impact of the Group's trading result.. However, Aerial Group Limited has traded strong[y

and the. management team will continue to: push forward with the emstlng ‘growth plans of the grolip, when
trading conditions return to more normal conditions.

The key areas.of Aerial are looking to grow are: -

«  To further consolidate our position as the leading O2 business partner, both through jnveéstment in our
sales channel and through acquisition.

. To.continue to develop. our in<house: CRM platform and look to supplemerit it with investment.in. ‘best of
_breed’ technologies, enabling further expansion of the business.

. To target further acquisitions to develop our proposition and build a path to déliver on our goal of being
one of the largest Unified Commithications. companies in the UK. .

‘This report was approved by the board on 2 ¢ / 06 / e and signed oii' its behalf.

D Ki I by.—-‘h U S
Director



Aerial Direct Limited

Directors' Report
For the Year Ended 30 September 2019

Thé directors present their report and the financial statements for the year ended.30 September 2019.
Directors’ responsibilities statement

The directors:are responsible for preparing the:strategic repott, the directors' report and the financial statements
in accordance with applicable law and regulations,

On.1. January 2019 the trade and assets of Aerial Télephones Limited, a fellow subsidiary of Aerial Group
Limited were hived accross to the company:

Company law requirés the directors to prepare: firiancial stdtements for each financial year. Under that law the
directors have elected to prepare the financial statements in ‘accordance with United Kingdom Generally
Accepted Accounting Practice {United Kingdom Accounting Standards and applicable. jaw). Under company law:
the directors must nat.approve the findncial ‘statements unless they-are. satisfied that they: give a triie-and fair
view of-the state.of affairs-of-the company and of the profit or loss:of the. company for that period.

In preparing these financial statements, the directors are-required to:

. select suitable accounting policies and then apply them consistently;

° make judgements and accounting estimates that are.reasonable and prudent;

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

s prepare- the financial statements-on ihe going concern basis unless it is.inappropriaté 1o presume that the

company will continue in business..
The directars are responsible for keeping adequate accounting records that are sufficient to show and explain
the companys ‘transactions and .disclose with reascnable accuracy at any time. the financial posmon of the
company and enable them to ensure that the financial statements comply with the Companies -Act. 2006. They
are also responszble for safeguarding the assets of the company and hénce far taking reasonabie steps for the
prevention and detection of fraud and other irreégularities.
Results and drwdends
“The profit for the year, after taxation, amounted to £7,428,265 (2018 - £5,404 750).
A final dividend of £3,600,000 (2018 - £Nily was declared and paid during the year.
Directors
The directors who served during.the year were:
D Kilby
D Ainslie (appointed 5-October 2018)
P Davis (resigned-5 October 2018)

Future developments

Details of future developments areincluded in the strategic report.



Aerial Direct Limited

Directors’ ReApOrt:(con.tinue_d)' o
For:the Year Ended 30 Septgmb_er 2019

Disclosure of information to auditor
Each of the persons who are directors at the time when this directors’ report is approved has.confirmed that:

N so far as the director is aware, there is no relevant audit information of which the comparny's auditor-is
unaware, and

o the. director has taken dll the steps that ought to have been taken as a director in order to be aware of
any relevant audit information.and to establish that the company's auditor is. aware of that information.

Post balance sheet events

Since the balance sheet . date the global disruption caused by COVID-19 has become. ever more &vident. The
situation is. fast changing and the scale of the impact on thie global ecofiomy;. on capital markets and 'on
individual businesses femains uncertain. ‘ ‘

The amounts stated in these financial statements':rgflect» conditions existing as at-the balance sheet date-and no
adjustments. have been made .as a result of COVID-18. The company has a strong balance sheet: and
significant liquid assets. The Directors’ view on the company going concern has been disclosed in the strategic
report and note 2 of the financial statements.

Auditor

The auditor; BDO LLP, will be propeseéd for réappointment in accordance with section 489 of the- Companies
Act:2006.

This report was approved by the board on 75 /o € / 263 . and signed cn its behalf.

D Kilby
Director



Aerial Direct Limited

Independent Auditor's. Report to the Membérs of Aerial Direct Limited

Opinion

We have audited the financial statements of Aerial Direct Limited ("the company’) for-the year ended 30
September 2019 which comprise the statement. of comprehensive income, balance sheet, statement of
changes in equity, statement of cash flows and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom. Accounting Standards, including Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of lreland (United Kingdom Generally
Accepted Accounting Practice).

In‘our opinion, the financial statemeénts:

. give a true and fair view of the state’ of the company's affairs as at 30 September 2019 and of its profit
for the year then endeg;

L] have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and.

. have been prepared in accordance with the requirements of the: Companies Act 2006.
Basis for opinion

We ¢onducted our audit in accordance with International Standards' on Auditing (UK) (ISAs (UK)) and
applicable law. -Qur responsibilities under those standards are further described in the-auditor’s respon5|b|lzt|es
for the audit of the financial statements séction of our report. We are independent of the company i
accordance with the ethical requirements that are relévant to our audit .of the financial statements in the UK,
inctuding the FRC’s Ethical Standard, and-we have fulfilled our other-ethical responsubumes in accordance with
these. requirements. We believe that the audit evidence -we have obtained is. sufficient. and appropriate to
provide a basis for our-opinion.

Conclusions relating to. going concern

We: have nothinig fo repert in respect of the followmg matters in: relatnon to which the ISAs (UK) require us to
report to:you whefe:" '

) the directors’ use of the going concern basis of accounting in the preparation of the financial statements
is'not appropriate; or

° the directors have not disclosed in the financial statements any identified material uncertainties that may
cast slgnlflcanl -doubt about. the company’s ability 1o continue to adopt the going concern, basis -of
accounting for a .period of at least twelve. months from the date when- the financial statements are
authorised for issue: ‘
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Independent Auditor's Report to the:Members of Aerial Direct Limited (continued)

Other information

‘The directors are responsible for the other information. The. other information comprises the information
included in the. annual, report, other than the financial statements and our auditor's report thereon. Our opinion
on the financial $tatements does not caver the other-information and, except.to-the extent atherwise explicitly
stated'in our report, we do not express. any. form of assurance conclusioir thereon.

In connection with our audit of the financial statements; our responsibility i$ to read the other informatiori and,
in’doing sa, consider whether the other informatian is materially inconsistent with the financial statements or our
knowledgeé -obtained in the audit 6r otherwise appears fo be materially misstated. If we identify such material
inconsistencies or apparent material, misstatements; we ‘are required fo determirie whether thére is'a material
misstatement in the financial statements or ‘a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a matérial misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006
In ‘our opinion, based on the work undertaken in the course of the audit:

. the ‘information given in the strategi¢ report and directors’ report for the financial year for which the
financial statements are-prepared is consistent with the financial statements; and.

‘ the strategic .report and .directors" report have beeft prepared in accordance with :applicable legal
requirements.

Matters on which we are Tequired to-report by exception

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

‘We have nothing to report in respect of the followmg matters in relatlon to- which the Companies Act 20086
requirés us:to report to-you if, in.our opinion;:

° adequate accounting records have: not been kept, or returns adequate for our audit have not been
recsived from branches not visited by us; or

. the financial statements are not'in agreement with the accounting récords and retums; or
. certain disclosures of directors’ remuneration specified by law are not made; or
. we have not received all the information and explanations we require for-our audit,
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Independent Auditor's Report to the Members of Aerial Direct. Limited (continued)

Responsibilities of directors

As explained ‘more fully in the -directors’ responsibilities statement, the direclors are responsible for the
preparation. of- the financial statements and. for being 'satisfied that they give a true and fair view, and for such
internal control as the dectors determine is necessary to enable the preparation of financial statements.that are
free from material mlsstatement whether due to fraud-or error.

In preparing the financial statements, -the. directors are ‘responsible for assessmg the companys ability to
contifue as a-going concern; disclosing, as-applicable, matters related to gomg concetrn and usmg the going
concern basis of accounting unless the:directors either intend to liquidate the company or to ceasé operations,
or have no tealistic alterhative but to.do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are 10.obtain reasonabile assurance about whether the financial statements as a whole are free
'from material misstatement, whether due to fraud or error, and to issue an auditor's report-that includes our
opinion, Reasonable-assurance is a high level of. assyrance, but is not'a guarantee that an audit conducted in
aceordance with 1SAs (UK) will. always detect-a material misstatement when. it exists. Misstatements can arise
from fraud or erfor and are considered material if, individually or in the: aggregate, they could reasonably be
expected to influence the gconomic decisions. of users taken on the basis of these financial statements,

A further description of our responsibilities for the audit of the financial statements is located at the Financial
Reporting Couricil's website at: hitps://iwww.frc.( org. uk/aiditorsresponsibilities. This. description forms part.of our
‘auditor’s report.

Use of our report

This report is'made solely to the company's- members, ‘as a body, in accordance with Chapfer 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the. company's
members those matters we-are reqwred to state to them in an auditor's report and for no other purpose. To the
fullest . extent permltied 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 aud|t work for this reéport; or for the opinions we.have formed.

B0

James Newman (Senior.Statutory' Auditor).

For and on behalf of BDO LLP, Statutory Auditor
Southampton

United Kingdom:

Date: 25 June 2020

‘BDO.LLP is a limited liabilily parinership.registered in England and Wales (with registered number OC305127).



Aerial Direct Limited

Statement-of Comprehernsive Income
For the. Year Ended 30 September 2019

2019 2018
Note £ £
“Turnover _ 4 30,230,229 21,571,781
Cost of sales (16,840,661) (11,214,350)
Gross profit 13,389,568 10,357,431
Adrinistrative expenses (5,205,953)  (3,740,836)
Other operating income 673,394 -
Operating profit 6 8,857,009 6,616,595
Interest receivable and similar income g 634,091 481,176
Interest payabte and similar-chardges 10 (550,331) (434,892)
‘Profit before tax 8,940,769 ' 6;.662-,879
Tax on profit 1 (1,512,504) (1,258,129)
Profit for the financial year 7,428,265 5,404,750

There was no-other compiehensive income for 2019 (2018 - £Nil).

The notes on pages 13 10 .30 form part of these financial statements.

10
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Aeri‘al Direct Limited
Registered number: 08043921

Balance:Sheet

.As at 30 September 2019
_ Réstated Restated
2019 2019 2018 2018
Note £ £ £ £
Fixed assets ,
Tangible assets 13 4,566,182 4,718,685
Current assets
Stocks’ 14 277,288 116,647
Debtors: amounts falling due after more. , o
than one year 15 8,438,437 7.230,351
Debtors: amounts falling due within one o
year. 15 21,777,539 13,651,821
Cash atbank and in hand 2,411,388 3,382,547
‘ 32,904,652 24,381,366
Creditors: amounts falling.due within one- . N
year- 16 (19,199,763) (15,163,871)
Net current assets 13,704,889 9,217,495
Total assets less current liabilities 18,271,071 | 13,936,180
Creditors:-amounts falling due after more . . o
thar one year 17 (5,667,647) -(4,143,210)
Provisions for liabilities
Deferred fax 19 (158,000) (16,844)
Net assets 12,445,424 9,776,126
Capital and réserves
Called up share capital. 20 120 120
Profit and loss.account” 21 12,445,304 9,776,006
Total equity 12,445,424 9,776,126

The financiai statements were approved and authorised for iSsue by the board and were signed on its behalf on
25 6{ 2620

D Kilby
Director—

The notes on pages 13 to 30 form part.of these financial statements.

19



Aerial Direct Limited

‘Statement of Chariges in Equity
For the Year Ended 30 September 2019

Called up Profit and

share loss

capital account Total equity

£ £ £

‘At 1 October 2018 420  9,776,006. 9,776,126
Comprehensive income for the year

Profitfor the year - 7,428,265 7,428,265

Total comprehensive income for the year - 7,428,265 ' 7,428,265

Dividends paid B (4,758,967)  (4,758,967)

Total transactions with owners - (4,758,967)  (4,758,967)

At 30 September 2019 120 12,445,304 12,445,424

Statement of Changes in Equity
For the Year Ended 30 September 2018
_ Restated,

Called up: profitand Restated

share capital loss account total equity

£ £ £

At'T October 2017 120 4,371,256 4,371,376
Comprehensive income for the year

Profit for the year - 5,404,750 5,404,750

Total comprehensive income for the year - 5,404,750 5,404,750

At 30 September:2018 120 9,776,006 9,776,126

The ' notes on pages 13 to 30 form part of these:financial statements.

12



Aerial Direct Limited

Notes to the Financial Statements
Forthe Year Ended 30 September 2019

General information

Aerial Direct Limited is a company limited by ‘shares, incorporated in England and Wales under the
Gompanies. Act 2006. The address of the registered office is:given-on the company information page and
the nature .of the company's operations and its principal ‘activities is disclosed in {he strategic report.

Accounting policies

241

22

Basis of preparation of financial statements

The financial statements have been prepared under the- historical cost convention unless. otherW|se

specified witfin these -accounting policies and in accordance with Financial Reporting. Standard 102,

the Financial Reportmg Standard appucable in the UK. and the Republic of ireland and the

‘Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain

-critical accountlng estimates. It also requires management to exercise judgement in applying the

compariy's accounting policies (see note 3).

Thé presentational and functional currency of these: financial -statements is GBP. Values are
rounded to the nearest pound.

The following principal accounting policies have been:applied:
Financial reporting standard 102 reduced disclosure exémptibns

The company has taken .advantage of the following disclosure -exemptions in preparing these
financial statements, as permitted by the FRS 102 "The Financial Reparting Standard applicable in
the UK and Republic-of Irgland":

the requirements of Section 4. Statement of Financial Position paragraph 4.12(a)(iv);

the requirements of Section 7 Statement of Cash Flows;

the reguirements of Section 3 Fmanmal Statement Presentation paragraph 3. 17(d);

the requirements of Section 11 Financial Instrumenits paragraphs-11.41-to 1. 48(c);

the reguirements of Section 12 Other Financial Instruments paragraphs 12.26t0.12.29A;and
the reguirements of Section 33 Related Party Dlsclosures paragraph 33.7.

This information is included in the consclidated financial statements of Aerial Group Limited as: at
30 September 2019 and these financial statements may be obtained from 1 Barnes Wallis Road,
Fareham, Hampshire, PO15 5UA.

13



Aerial Direct Limited

Notes to the Financial Statements-
For the Year Ended 30 September 2019

2.

Accounting policies {continued)

2.3 Going concern

The financial statements have been prepared -on the going concern basis as the, directors have
prepared detailed budgets for a period of at least-12 months from the date of signing the accounts
which show that the: -group is-expected to be ablé to.meet all its liabilities as, they-fall due. However,

it is :acknowledged that the }global and UK outbreak of COVID-19 has had a profound impact on the

global and UK economy- and businesses,

The directors have produced a detailed going concérn stress test for Aerial Group Limited, of which
Aerial Direct Limitéd is a subsidiary. The conclusion of our stress test for Aerial Group Limited.group
is that the business will be ablé to continue trading for 12 months following the date: of the financial
statements, without exceeding current banking facilities and without breachihg covenants. The
company and. the group are content that. they are unlikelyto ‘require-further funds to finance the
group's -activities. going forward should the COVID-19 pandemic and consequenttal lockdown affect
operations or impact market demand for a prolonged penod in excess of 3 momhs

The directors are confident of being abié to trade for a period of at least. 12 months from the
approval of the. financial statemeénts and the D|rectors have therefore concluded that it is

aapproptiate for the financial statements to be prepared on the going concern basis.

14.



Aerial Direct Limited

Notes to the Financial Statements
For the Year Ended 30 Septembéer 2019

2.

Accounting policies (continued)

2.4. Revenue

Revenue is recognised to the extent that it is probable that the. economic benefits will-flow to the
company and the revenue can be reliably measured. Revenue is.measured as the fair value-of the
¢onsideration received or.receivable, excluding discounts, rebates; valué added tax and: other sales:
taxes. The foI[owxng criteria must also be met before revenue:is recognised:

® network commissicns:fevenue is recognised with reference to the 'stage of completion of the
service under-the individual contract with the Mobile Network- Operator (:MNQO'), as outlined in
network commiissions section;.

. revenue from the sale of goods is recognised at the peint of sale or, where later, upon
delivety to the ctistomer'and is stated net of returfis;

. revenue eamed from -the onging performance obligation to provide customer support is
recognlsed over the term of the -contracts when the company delivers the performance of its
contractual -obligations. At the. end deférred income predominantly related to deferred
customer support fevenues;

. revenue generated from the provision of fixed -and mobile network services is recognised as it
is earned.over the lives of the relevant.customer contracts.

Network commissions:

The. company operates under contracts with a MNO. Over the life of these contracts the service
provided by the company to the MNQ is the procurément of connections to the: MNO's network.

The individual consumer efters info & contract with the MNO. for the MNO to supply the ongoing
airtime over that contract period., '

The ¢ompany éarns a commission for the service provided to each MNO (’net,work commission').
Revenue is recognised with reference to the. stage. of completion of the service under the individual
contract with the MNO,

A key Judgement associated wnth this recognlt:on is the unit of account used in recogmtlon The
company has- determined that the nuinber and value .of consumers provided to thé: MNO in"any
given month représents the best output' measure of stage of completion of each contract.

The level of network coriimission earnéd.is based on a share of the monthly payments made by the
consumer to the MNO, The total consideration receivable is determined by both fixed (monthly line
rental) and variable elements {being out of bundie and out of contract revenue share). The company
recognises all of the fixed revenue share. expected over a consumers contract when a consumer is
connected to the MNO. This gives rise to accrued income being recogriised, which is collected aver
the consumer contract..

15



Aerial Direct Limited

Notes to the Financial Statements
‘For the Year Ended 30 September 2019

2,

Accounting policies (continued)

24

25

2.6

2.7

Revenue {continued)

Estimating in advance variable elements of revenue is subject to significant judgements and is
dependent on consumer behaviourafter the point of recognition. The ‘company does not:consider

‘that-the:amaunt of out of bundle and out of contract revenue can be measured reliably in-advance,

and therefore 1hese revenues are: recogmsed in the month they are received.

The 'methad of measuring the fair value of the revenue and- assaciated receivables in the month of

‘connection is to estimate all future cash flows that will be received from the hetwork and. dlscount

these based on their timing of réceipt.

The determined commission is recognised in full in the month of connection of the consumer to the
MNO-as this.is the. point at which the comparly has completed:the service ob!rgatson relating to the
consumer connection. An element of revenue is.then deferred regarding the ongoing performance:

obligation ‘to provide customer support to censumers. and this is recognised over the tern of

consumer contracts.

Commission revenue is. only recognised to the extent it can be reliably measured for each
consumer.

Payinent terms with the MNO are based on a mix of cash received upon corineétion and futare
payments as the MNO receives monthly installments form end. corisumers over the life of the
consumer contract. The gross commission receivable is any month is seftled for. cértain MNO. over
the life of consumer centracts. Paynients on account. received in advance form the MNO are.
recogmsed within creditors as. payments on accounts, there is.no rlght of offset against the accrued:
income, and these are repaid over16 months.

Research and development

In the resedrch phase of an internal project it is not possible.to demonstrate that the project will
generate futsre economic benefits and hence all ‘expenditure on research shall be recogmsed as an
expense-when it is incurred. litangible assets are recogmsed from_the development phase of a
project if and only if certain specific criteria are-met in order to demonstrate the asset will generate

probable future: economic benefits and that its cost can be reliably measured. The capitalised

development costs are subsequently amoftised. on a straight line basis over:their useful economic

lives, which range from 3 to 6 years.

If it is not possible to distinguish between the research phase and: the development phase of an
internal project, the.expenditure is treated as if it were all incurred in the research phase only..

Research and development tax credits are included ‘within other operating income’ within the
statement of comprehensive income.

Interest income

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

Finan ce.costs
Finance costs aré charged fo the statement of comprehensive income over the term of the debt
using the.effective interest method so that the amount charged-is at a constant rate on the ‘carrying

amount. Issue costs are mltlally recognised as a reduction in the proceeds of the associated capital
instrument.
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2.

e

Accounting vpolicies-{(contin‘ ued)
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2.9

Borrowing costs

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

Pensions

Defined contribution pension plan

The company operates a defined contribution plan for its.employees. A definéd contribution plan is
a pension plari under which the: company pays fixed contributions: into a séparate entity. Once the
contributions have been paid:the company has no further payment obligations.

The. contributions are: recognised as an expense ‘in the statement of comprehensive income when

they fall due. Amounts not paid: are shown in accruals as a liability in-the balance-sheet: The assets
of the plan are held separately from the-company in independently administered funds.

2.10 Current and-deferred taxation

The'tax expense forthe year comprises current and deferred tax. Tax is recognise'd in the statement
of camprehensive income, éxcept that a charge -attributable to an item of income and expense
recoghised as othéer comprehenswe income or-to an item recognised directly in equity is also

‘recognised in other comprehensive income-or directly in equity respéectively.

The current income tax charge is. calculated on the basis of tax rates and laws. that have been
enacted or substantively enacted by the balance.sheet date .in the countries where the company
operates and generates income.

Deferred 1ax balances are recognised in respect of all timing. differences that'have originated buit not
reversed by the balance sheet date, except that;

. The recognition of deferred tax asseéts is limited ta the extent that it is probable that they will
be recovered against the- reversal of deferred tax-liabilities-or other future taxable profits; and

. Any deferred tax balances are reversed if and when. all conditions for retaining associated:tax

aflowances have been met.

Deferred tax balances- are not recogmsed in respect of permanent differences.except in respect of
business combinations, when deferred tax is. recognlsed on the differences between the fair values

of assets acquired and.the future tax deductions available for them and the differences between the

fair values of liabilities acquired and the amount that will be ‘assessed for tax. Déferred tax is

‘détermined -Using tax rates and. laws that have been .enacted or ‘substantively -enacted by the
‘balance sheet date.

2.11 Tangible fixed assets

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any -accumulated impairment losses. Historical cost: inciudes. expenditure that is
directly attributable to brlnglng the asset to the location and condition necessary for it to be capable

of operating in the:manner intended by management
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Notes to the Financial Statements
For the Year Ended 30:September 2019

‘Accounting policies (continued)
2.11 Tangible fixed assets (continued)

Depreciation is charged so as to allocate the cost of assets. less their residual value over-their:
estimated useful lives, on a reducing balance:basis.

Depreciation is provided on the following basis:

Long-term ledsehold propeity - 4% per annum

Motor vehicles ~ 25% per annum
Fixtures and fittings - 25% per annum
Office equipment - - 25% per annum

The assets' residual vajues, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropnate. or if -there is an indication of a significant change:since the last
reporting date. .

Gains and losses.on dlsposals are determined by comparmg the proceeds with the carrying amount
and are recognised.in the statement of comprehensive income.

2.12 Stocks

Stocks are stated at the lower of cost aid net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on thé cost of purchase on a first in, first out basis. Work.
in progréss and finished goods include fabour and attributable overheads.

At each balance sheet date, stocks are assessed for impairment. If stock is impaired,. the carrying
-amount is reduced to its selling. price less costs to complete and sell. The. impairment loss: is
recognised immediately-in profitor loss.

2.13 Debtors
Short term debtors -are measured at.transaction price, less -any impairment, Loans, receivable are-

measured initially at fair value net of transaction costs, and ‘aré measured subsequently at
-amortised cost using the effective interest method, less:any impairment.

-2.14 Cash and cash equivalents
Cash is represented by cash in hand and deposits with financial institutions: répayable without
penalty on notice of not more-than 24 hours. Cash equivalents are highly liquid investments that

mafure in 16 more than three months from the date of acquisition and that are:readily convertible to
kiown amounts of cash with insignificant risk of change invalue.

2.15 Creditors
Short term creditors are measured at the transaction price. Other-financial liabilities, including bank
leans, are measured initially at fair value, net of transaction costs, and are:measured subsequently
at amortised cast using the effective interest method.

2.16 Financial instruments.
The company only enters into Basic financial instrument transactions that result in the recognition of

financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
1hird parties, loans to related parties and investments in-ordinary shares..
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2.,

Accounting pOIici‘es (co.ntinu_e,,d)
2.17 Leased assets.

Where assets are financed by leasing agreements that give rights approximately to ownership

(finahce leases) the assets are treated as if they had been purchased outright. The: amount
capitalised is the present value of the minimm lease payménts payable over the.teim of the lease:
The correspondirig Ieasmg commltments are shown as amounts payable to the lessor. Deprec:atlon
on the relevaiit assets is charged to profit-or loss over the.shorter of estimated useful ecoriomic life

and the term of the lease.

Ledse payments are analysed between capital and interest.components so that the interest element

of the payment is charged to profit or loss over the term of the lease and is‘calculaied sa that it

represents a constant proportion of the: balance of capital repayments outstanding. The capital part
reduces the-amounts payable to .the lessor.

All other leases are treated as operating teases. Their annual rentals are charged to profit or loss on

-a straight-line basis over the térm of the lease, or up to the first break clause.

2.18 Accrued income

Thé accrued income amounts are discounted on initial recognition with the difference between the

present value of {he accrued income and the absolute-accrued income to be coliect-over time being
recorded against turnover. Following initial recognition inferest receivable is recognised and

recorded to increase the accrued ificome ‘amounts to-the absolute accrued income-balance which. is
collectable aver time.

2.19 Cashback liability

A Ilablllty is recognised for cashback offered to customers at the date of connection, that the.
company is- contractually obltged to repay ovér a period. of time. The liability. is recogn(sed in full

‘within other creditors and is settled on a monthly basis, with cashbacks bemg released when they-

lapse:

The cashback Ilabmty is discounted on initial recognitiori with the difference between the - ‘present
value of the cashbacks and the absolute cashbacks to be paid over time being recorded against
cost of sales. Following initial recagnition interest.payable'is- recognised and is recorded to increase
the cashback amounts to the absolute cashback balance which is payable over time.

2.20 Payments on accourit

Payments on .account représent’ payments by networks to the entity which aré repayable.in
installiments over a number of months in accordance with the contract terins. Thesé have been

recognised within creditars as "payments on account”.

The-payments on account amounts .are discounted on initial recognition with the difference. between
the present value of the payments on account and the absolute. payments on.account to be pald
over time being recorded against cost.of sales. Following initial recognition interest payable is
recogmsed and is recorded to increase the payments on account amounts to.the absolute payments:
on account bafance which'is payable over time.

2.21 Dividends

Equny dividends are recognised when they become legally payable. Interim equity dividends are.
recognised when paid. Final equity dividends are recognised when approved by the-shareholders.at
an annual general meeting.
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Judgements in applying accounting policies and key sources of estimation uncertainty

Critical accounting judgements ‘and estimatés uséd in the preparation of the financial statements are
continually reviewed and revised as necessary..

Whilst every effort is made to ensure that such judgements and estimates are reasonable, by their nature
they are uncertain, and as such changes-may have:a material.impact.

Key sources of estimation uncertainty.

Revenue:

Revenue recogriition - network commissions

For certain transactions with the MNO, commission feceivable on mobile phone connections. depends on
consumer behaviour ‘after the point of sale. Further details of the judgement involved éan be found within
the accounting policies, and further details of estimates used to value commission réceivablé ard.

carrying-amounts at the balance-sheet date can be found within the accounting policies.

‘The company consider the following with regards to revenue recognition:

D revenue share percentage - the percentage: of the consumer’s spend (to the MNQ) fo which the
campany is entitled; ' '

. minimum contract period - the length of contract éntered into by the consumer;

. consumer default rate - rate at which consumers disconnect from the MNO;. _

. out-of-bundle spend - additiona! spend by the consumer measured as.a. % of total spend {which
currently the-company consider can not be measured reliably-in:advance); and

. spénd beyond the initial contract period - period of time the consumer remain$ connected to the’

MNO aftér-the iniitial contract term (which currently the company consider can not be measured
reliably in advance),

Under certain arrangements’ with the MNO, the commission receivable for the monthly consumer
corinections to the MNO.depends on consumer behaviour afier the paint of connection. A discounted
- cash’ flow methodology-is used to measure the fair value of the revenue and’dssodidted receivables in
the month of connection, by estimating all future cash flows that will be received from the MNO and
discounting these based on their timing of receipt. Subsequently network commission receivables are
measured at the present value of the estimated future cash flows discounted using the effective interest
rate determined in the month of connection. A discount'rate- of 2.5% is used.

Revenuegrecogn/tlon - customer support agreements
As set. out in within the accounting policies, fevenue relating to customer support . agreements is
recognised by reference to the stage .of completioni of the contractual terms at the balance sheet date.
The stage of completion is estimated with reference to the proportion of the expected costs of fulﬂllmg
the company'’s total obligations under the agreements.

The estimation techniques used for the customer support ‘where there_is' an on going performance
obligation, revenue and profit recognition is based on the costs incurred to deliver the on gomg service.
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Judgemients in applying accounting policies-(continued)
Discount rates applied in managements assessment of the.'_present' value of accrued income

The discount rate of 2.5% is a pre-tax-adjustéd discount rate and reflects management's estimate of the
company's weighted average.cost of capital.

Time value of money applied in managements assessment of the present value of liabilities
When the effect of the-time value of money is material, the.amount of the liability recognised shall be at
its: present value requured to settle the liability. The discount rate used for this calculation is a pre-tax rate

which reflects. management's estimate -of the current market assessment of the time value of money and.
risks specific to the liability in quest(on A discount rate of 2. 5% has been applled

Turnover

Revenue predominantly comprises those revenue’ relating to commissions from the MNO, customier
support-agreements, delivery and installation, and product support.

On 5 October 2018, the company was.acquired-by Aerial Group Limited. As part of the acquisition, Aerial
Telephones was novated to Aerial Direct.Limited. The impact of the novation was: the recognition .of
MNO revenue in Aerial Direct Limited from that date.

All turnover arose-within the United Kingdom.and arose on principal activities of the business.

‘Other opérating income

2019 2018

£ £
R&D expenditure tax.credits -481,835. -
Management charge-in respect of commissions 191,559 -
673,394 -

The directors have chosen to disclose the companies R&D .expenditure tax credit now within other
operatmg mcome

Operating profit

The operating profit is stated after charging:

2019 2018

£ £

Depreciation of owned tangible fixed assets 358,877 133,388

Defined contribution pension cost 132,198 58,928
Fees- payable to the company's auditor and its associates for the audit of

the company's-annual financial statements 20,000 13,450

Other operating lease rental 163,573 252,537
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Employees

Staff-costs were as follows:

2019 2018

£ R

Wages angd salaries 8,586,710 6,453,691
Social security costs 946,140 693,056
Cost of defined coritributioh scheme 132,198 58,928

9,665,048 7,205,875

The average monthly number of employees during the year was as follows:

2019 2018
No. No.
Sales and administration staff 222 186
Directors' remuneration
2019 2018
£ £
Directors' emoluments 366,556 -
. Company contributions'fo monéy purchase pension schemes 1,719 -
368,275 -

Diréctors’ remuneration in. the year ending. 30 September 2018 was paid through Aerial Telephones
Limited. ' ' ' ' '

The highest paid director received remuneration of £201,307 (2018 -£NIL).

The value of the company's contributions paid to-a defined contribution pension scheme in respect.of
fhe highest paid director amounted to £860 (2018 - £NIL).

Interest receivable and similar income

2019 2018
£ £
Interest receivable oh accrued income balances 634,091 481,176
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10.

11,

[nterest payable and similar charges-

Interest payable on payment on account and cashback liabilities
Bank interest
Late interest due on cofporation tax i nstalimerits

Taxation..

Corporation tax

Current tax on profits for the year
Adjustments in respect of previous periods

Total current tax

Deferred tax.

Origination and reversal of timing differences

_Adjustmeiits in respect of prior periods

Total deferred tax

Taxation on profit on ordinary activities

23

2019 2018
£ £
489,932 400,198
41,677 34,694
18,722 -
550,331 434,892
2019 2018.
£ £
1,494,231 1,296,121
{120,190) {13,965}
1,371,041 1,282,156
29,379 (23,976)
112,084 151)
141,463 (24,027)
1,512,504 1,258,129
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Notes to the Financial Statements
For the Year Ended 30 September 2019

.

12.

Taxation {continued)

Factors affecting tax charge for the year

The tax assessed for the year is lower than (2018 - lower than).the standard rate of corporation tax in
the UK of 19% (2018 - 19%). The: differences are explained below:

2019 2018
£ £

Profit on ordinary activities before tax 8,940,769 6,662,879
Profit on ordinary activities multiplied by standard rate of corporation tax in .
the UK of 19% (2018 -19%) 1,698,746 1,265,947
Effects of:
Expenses not deductible for tax purposes 46,394 3,377
Adjustments to tax charge in respect:of prior periods (8,106) (14,016)
Effect of rate change on deferred tax 4 (3,457) 2,821
Non-taxable income (91,552) -
Group relief (129,521) -
Total tax charge for the year 1,512,504 1,258,129

Factors that may affect future tax charges

The UK corporation tax rate was 19% for the year ended 30 September 2019 and this rate has been
used for thé purposes of preparing the tax disclosures. The 2016: Budget announced -that the UK
corporation tax ratewould:‘decrease to 17% from 1 ‘April'2020:" I the ‘March '2020. Budget, it was

.announced that the.corporation tax rate would remain 19% and that the reduction on 1 April 2020 would

no fohger-be coming into force. As the substantively enacted rate at the: 'year end-was 17%, deferred.tax
has been recognised-in the.accounts at. this rate until {he Finance Act: 2020 has received Royal Assent.

Dividends
2019 2018
£ £
Ordinary shares
.Dividend paid of £4,108,367 (2018 - £Nil) 4,758,967 -
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13.

14.

Tangible fixed. asséts

Cost or valuation
At 1 October 2018
Additions

Transfers intra group

At 30 September 2019
Depreciation
At-1 October 2018

Charge for.the year

At 30 September 2019

Net book value

At.30 September 2019

At 30 September 2018

‘Stocks

Finished goods.and goods for resale

Long-term Fixtures:

leasehold Motor ~ and Office
property vehicles fittings equipment Total
£ £ £ £ £
3,814,494 - 645,070 389,408 4,848,972
8,852 - 34,667 159,252 202,774
- 3,603 - “ 3,603
3,823,346 3,603 - 679,737" 548,660 5,055,346
12,097 - 67,536 50,654 130,287
72,874 1,201 134,261 150,541 358,877
84,971 1,201 201,797 201,195 489,164
3,738,375 2,402 477,940 ::3.4'7,46 5": 4,566,182
3,802,397 - 577,534 338,754 4,718,685
2019 2018,
£ £
277,288 116,647
277,288 116,647
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15.

16.

Debtors:

Due after- more than one year

Prepayments-and accrued income

Due within one year

Trade debtors

Afrounts owed by group undertakings
Amounts owed from related companies
Other debtors '
Prepayments and accrued income

2019 2018

£ £

8,438,437 7,230,351

2019 2018

£ £

815,959 365,222
4,706,858 -

- 248,464

5,082 351,327

16,249,640 12,686,808

21,777,539

13,651,821

The majority of tradeand dther debtors are non-interest bearing. Debtors due after more than one year
mainly comprise commission receivable on sales, as described within the accounting policies. Where
the effect is material, trade and other receivables are discounted using discount rates which reflect.the

Creditors: amounts falling due within one year

Bank loans

‘Other loans

Payments on account

Trade creditors

Amounts owed to greup undertakings
Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income.

26.

2019

£
1,140,273
5,426,834
1,898,165
1,842,933
4,295,396
1,325,548
3,489,962
2,780,652

‘relevant costs of financing. The Ca,rryihg amount of trade and other receivables approximates fair value.

As restated
2018
£

1,154,589
4,792,225
661,062
1,101,999
919,017
3,262,532
3,272,447

© 19,199,763

15,163,871
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Creditors: amounts falling due after more than one year

As restated

2019 2018

£ £

Bank loans - 929,263
Other loans 451,028 -

Payments on account ' 354,306 280,899

Other creditors 2,475,664 971,245

Accruals and defefred income 2,386,649  1,961,803.

5,667,647 4,143,210

Bank loans were repald on 5 October 2019 and due in less than one year amounted to £Nil (2018 -
£1,154,589), 1-2 years'being £Nil (2018 - £56 ,054), and 2-5 years being £Mil (2018- £873 ,592),

Financial instruments,

2019 2018
£ £
Financial assets
Financial assets that are debt instruments measured at amortised cost 32,398,484 24,253 544
Financial liabilities.
Finaricial liabilities measured at amortised cost (22,246,466) (11,356,504)

Financial - assets measured ‘at amortised cost comprise” trade debtors, amounts ewed from related
companies,.other debtors, accrued income and cash and cash equivalents.

" Financial liabilities measured at amortised cost comprise bank loans, payments’ on account; trade
creditors, cther creditors and accruals.

Deferred taxation

2019

£

At beginning of year 16,844
Charged to profit.or loss. 141,156
At end of year 158,000
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19.

Deferred taxation (continued)

The provision for deferred taxation is made up as follows:

Accelerated capital allowances
Short Term timing differences.

28

2019 2018

£ £
158,000 17,399
- (555)
158,000 16,844
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20.

21.

22,

23.

Share. capital

2019 2018

o . £ £
Allotted, called up and fully paid

60 Ordinary shares. of £1 each 60 60

60 A Ordinary shares of £1 each 60 60.

120 120

Ordmary shares and A ordmary shares rank pari passu in all respectsbut shall constitute separate asset
classes:

The holders of all ~ordinary shares are entitled to receive dividends as declared from time.to time,
ranked equally, pari passu as if the same constituted one class of share.

The holders of all ordinary shares :carry equal distribition rights-on refurn of assets on liquidation,
reduction of cafital or otheiwise, the surplus assets of the company femaining after payment.of its-

liabilities.

Reserves

The company's capital and reserves aré as follows:

Called up share capital

Called.up share capital represents the nominal value of the shares issued.

Profit and loss account

The. ‘profit-and foss account represents .cumulative profits of ‘losses, net of dividends paid and other
adjustments..

Prior year adjustment

In the prior year and the year ending .30 -September 2017 there was an error in respect of cashback
liabilities. As the error was material, the comparative:information has been restated.

Thie impact was to increase cashback liabilities by ‘£942,012 and reduce opening reserves brought
forward at 1 October 2018 by £942,012.

The corporation tax impact of the error was.£180,000 and the comparative information has been restated
in this respect. The impact was: to decrease, the corporation -tax liability at 30 September 2017 by
£180,000 and to increase brought forward reserves at 1 Octeber.2018 by £180,000.

Pension commitments

Fhe company: operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. Thé pension cost charge
represents contributions: payable by the company to the fund and amounted to £132,198 (2018 -
£58,928). There were no contributions: payable to the fund at the balance sheet date (2018 - £Nil).
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24,

25,

26.

27,

Commitments under opérating leases

At 30 September 2019 the company had future minimum l[eaSe paymerits under non-cancellable
operating leases as follows:

2019 2018

£ - £

Not later than 1 year 167,061 128,546
Later than 1 year and riot later than 5 years 138,696 127,165

305,757 255,711

Related party transactions

Thie company has taken advantage .of the exemption available i in Section 33.1A of FRS. 102 whereby it
has not disclosed transadtions with the ultimate parent company or any wholly owned subsidiary
undertaking of the group.

Key management. personnel include all diréctors of the company, who together ‘have: authority and
responsibility for planmng .directing .and controlling the wdctivilies of the company. The total
compensation paid to key management personnel| for'services prowded to the company-are disclosed in
néte 8. There were no amounts outstanding as at the year end.

Post balance sheet events

Since the balance sheet date the.global disrfuption caused by COVID-19.has become ever more evident,
The situation is fast changlng and the scale of the impact.on the global economy, on capital markéts’ and
on'individual businesses femains.uncertain.

‘The amounts. statéd.in these financial statemenis.reflect conditions existing.as-at the balance. sheet date.

and no adjustments have beerimade as a result of- COVID-19. The comapny has a'strong balance sheet: .
and significant liquid assets. The Directors’ view on the company going concern has been disclosed. in
the strategic report and note 2 of the financial statements.

Controlling party
From 1 .October 2018 to 5 October 2018, the.company was tinder the control of the directors.
From 5 October 2018, the companys immediate “and: ultimate parent undertaklng is Aerial Group

Limited, .a. company incorporated in England and Wales: The uitimate controlling party of Aerial Group
Limited is Mr D Kilby by virtue of his shareholding.
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