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MEGAHERTZ LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Introduction
The director presents his strategic report for Megahertz Limited Group for the period ended 31 December 2018.
Business review

The company is, after a difficult year, disappointed to report a year of trading a loss, especially after the
successive profits of 2016 and 2017.

The company had expected to break even in 2018, and based on orders received from customers, it was
expected to get close to this. However, due to unforeseen delays from a large customer, a significant project got
pushed into 2019.

In 2019, the company has delivered a suite of studios to a Malaysian company to the value of £4.5m. A studio is
also in progress for a major worldwide broadcaster, in the UK. Also, a number of Newsgathering and Outside
Broadcast Vehicles have been, and will be delivered, in the year.

Principal risks and uncertainties

The director still considers that the principal risk to the business relates to the value of the Great British Pound,
specifically, in relation to the progress of Brexit negotiations and the final outcome. This risk is mitigated
somewhat by the fact that the majority of business is either inside the UK or outside the EU, and a weaker pound
makes British labour rates more affordable compared with overseas competition.

A further identified risk is that there are some underlying changes afoot within the broadcast industry. With the
continued growth of Netflix and other subscription-based services, traditional broadcasters are seeing a decline
in advertising revenues, which is causing uncertainty, and leads to delays in spending decisions.

Given that project durations are often up to a year, delays to a project being concluded can affect the Profit and
Loss in any given financial year, as the delays mentioned above in the Business Review touched upon.

With the issues outlined above, and based on orders won, the company is expected to break even during
FY2019. Of course, this doesn't factor in any potential delays with projects.




MEGAHERTZ LIMITED

GROUP STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Financial key performance indicators

Megahertz is a project-based business, and the projects are typically large (compared to annual turnover) and
long (often in excess of 12 months). As such, meaningful KPI's are difficult to set and evaluate. The business is
very “lumpy”. Whilst we measure income by region, income by project type, Net Income and GP by project,
region and type, other metrics discussed with the Management Team are:

Sales Pipeline: With a typical target of 4 x annual turnover, the sales team is encouraged to identify pipeline
projects that Megahertz can pursue.

Proposals Effectiveness: the Management Team frequently analyses significant bids (ie for projects over
£50,000 value) for the following:

Win/Loss ratio - historically, a win rate of 1 in 4 projects is acceptable for large projects.
Win/Loss reason - areview is carried out for each bid, generating a lessons learned log.
Decision duration - often the highest value bids have a “gestation period” between Tender and contract

award that is significantly longer than originally indicated. Such delays make cash flow
and resource planning challenging.

For Megahertz, as working capital has been provided by means of loans and not equity, the debt/equity ratios are
not appropriate to measure, having no meaning to the real value of the business. As project cash flows fluctuate,
loans are repaid when appropriate.

Future developments.

The company will be delivering a number of SNG vehicles towards the end of 2019, start of 2020. A significant
14 Camera OB Van will also be constructed during 2019, with delivery in Q2 of 2020.

This report was approved by the board and signed on its behalf.

J Flay
Director

Date: 14 Sep 2014




MEGAHERTZ LIMITED

DIRECTOR'S REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The director presents his report and the financial statements for the year ended 31 December 2018.
Director's responsibilities statement

The director is responsible for preparing the Group strategic report, the Director's report and the consolidated
financial statements in accordance with applicable law and regulations.

Company law requires the director to prepare financial statements for each financial year. Under that law the
director has elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financiai Reporting
Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’. Under company
law the director must not approve the financial statements unless he is satisfied that they give a true and fair
view of the state of affairs of the company and the Group and of the profit or loss of the Group for that period.

In preparing these financial statements, the director is required to:

. select suitable accounting policies for the Group's financial statements and then apply them consistently;

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

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

D prepare the financial statements on the going concern basis unless it is inappropriate to presume that the

Group will continue in business.
The director is responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and the Group and to enable him to ensure that the financial statements comply with the Companies Act 2006.
He is also responsible for safeguarding the assets of the company and the Group and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.
Results and dividends
The loss for the year, after taxation, amounted to £1,932,462 (2017 - profit £990,333).
The directors do not recommend payment of a dividend.
Director
The director who served during the year was:
J Flay
Going concern
The director has made an assessment in preparing these financial statements as to whether the company is a
going concern, this includes the uncertainty surrounding Brexit and the impact it will have on the trading of the
group and company.
The director has concluded that there are no material uncertainties that may cast doubt on the group's ability to

continue as a going concern. Additional narrative in relation to the future trade of the group has been detailed on
page 1.




MEGAHERTZ LIMITED

DIRECTOR'S REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Matters covered in the strategic report

The mandatory disclosures in relation to the principal risks and uncertainties and the future developments of the
company are considered by the directors to be of strategic importance. These have therefore been included in
the Strategic Report.

Disclosure of information to auditor

The director at the time when this Director's report is approved has confirmed that:

. so far as he is aware, there is no relevant audit information of which the company and the Group's auditor
is unaware, and
. he has taken all 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 and the Group's auditor is aware of that information.
Post balance sheet events
There have been no significant events affecting the Group since the year end.
Auditor |

The auditor, Mazars LLP, will be propased for reappointment in accordance with section 485 of the Companies
Act 2006.

This report ywas approved by the board and signed on its behalf.

|
g

Director

Date: 24 3,_? 2013




MEGAHERTZ LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MEGAHERTZ LIMITED

Opinion

We have audited the financial statements of Megahertz Limited (the 'parent company’) and its subsidiaries (the
‘group’) for the year ended 31 December 2018 which comprise the Consolidated Statement of Comprehensive
Income, the Consolidated and Company Statement of financial positions, the Consolidated and Company
Statement of Changes in Equity, the Consolidated 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 FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted
Accounting Practice).

In our opinion, the financial statements:

. give a true and fair view of the state of the group’s and of the parent company’s affairs as at 31 December
2018 and of the group's loss for the year then ended;

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

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law, Our responsibilities under those standards are further described in the Auditor's responsibilities for the audit
of the financial statements section of our report. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC'’s
Ethical Standard and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

The impact of uncertainties due to Britain exiting the European Union on our audit

C i
The Director's view on the impact of Brexit is disclosed on pages 1 and 3..
The terms on which the United Kingdom may withdraw from the European Union, currently due to occur on 31
October 2019, are not clear, and it is therefore not currently possible to evaluate all the potential implications to
the Group's and company's trade, customers, suppliers and the wider economy.
We considered the impact of Brexit on the Group and company as part of our audit procedures, applying a
standard firm wide approach in response to the uncertainty associated with the Group's and company's future
prospects and performance.

However, no audit should be expected to predict the unknowable factors or all possible implications for the
company and this is particularly the case in relation to Brexit.




MEGAHERTZ LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MEGAHERTZ LIMITED

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:

. the Director's use of the going concern basis of accounting in the preparation of the financial statements is
not appropriate; or
. the director has not disclosed in the financial statements any identified material uncertainties that may cast

significant doubt about the group's or the parent company’s ability to 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.

Other information

The director is 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 statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there 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 material 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:

J the information given in the Strategic Report and the Director's Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
) the Strategic Report and the Director's Report have been prepared in accordance with applicable legal

requirements,
Matters on which we are required to report by exception

In light of the knowledge and understanding of the group and the parent company and its environment obtained
in the course of the audit, we have not identified material misstatements in the Strategic Report or the Director's
Report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

) adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or
the parent company financial statements are not in agreement with the accounting records and returns; or
certain disclosures of Director's remuneration specified by law are not made; or

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




MEGAHERTZ LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MEGAHERTZ LIMITED

Responsibilities of Directors

As explained more fully in the Director is responsibilities statement set out on page 3, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the director determinse is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Director is responsible for assessing the company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Director intends to liquidate the company or to cease operations, or have no
realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Use of the audit report

This report is made solely to the company’s members as a body in accordance with Chapter 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 required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company's members as a body for our audit work, for this report, or for the opinions we have formed.

’ <
Stephen Mills
for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor
5th Floor
Merck House
Seldown Lane

Poole
BH15 1TW

Date: mlﬁ \ 9




MEGAHERTZ LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Note

Turnover 4
Cost of sales

Gross profit
Administrative expenses
Operating (loss)/profit

Interest receivable and similar income
Interest payable and expenses 10

(Loss)/profit before taxation

Tax on (loss)/profit 11

{Loss)/profit for the financial year

(Loss)/profit for the year attributable to:

Owners of the parent company

2018 2017
£ £
5666,275 20,060,814
(4,915,546) (16,923,211)
750,729 3,137,603
(2,313,855) (1,813,688)
(1,563,126) 1,323,915
724 34
(375,296)  (343,668)
(1,937,698) 980,281
5,236 10,052
(1,932,462) 990,333
(1,932,462) 990,333
(1,932,462) 990,333

There were no recognised gains and losses for 2018 or 2017 other than those included in the consolidated

statement of comprehensive income.
There was no other comprehensive income for 2018 (2017:£NIL).

The notes on pages 14 to 30 form part of these financial statements.




MEGAHERTZ LIMITED
REGISTERED NUMBER: 08072421

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

2018 2017
Note £ £
Fixed assets
Intangible assets 12 3,084 ' 37,413
Tangible assets 13 51,661 69,910
54,745 107,323
Current assets
Stocks 15 82,779 218,191
Debtors 16 12,123,386 16,880,488
Cash at bank and in hand 17 4,045,024 3,736,911
16,251,189 20,835,590
Creditors: amounts falling due within one
year 18  (11,738,373) (12,880,279)
Net current assets 4,512,816 7,955,311
Total assets less current liabilities 4,567,561 8,062,634
Creditors: amounts falling due after more '
than one year 19 (7,428,358) (8,959,003}
Provisions for liabilities '
Other provisions 21 (3,222) (35,188)
(3,222) (35,188)
Net liabilities (2,864,019) (931,557)
Capital and reserves
Called up share capital 22 10,000 10,000
Profit and loss account 23 (2,874,019) (941,557)

(2,864,019) (931,557)

The financial sjatements were approved and authorised for issue by the board and were signed on its behalf by:

J Flay
Director

Ose: 24 [3ep 2018

The notes on pages 14 to 30 form part of these financial statements.




MEGAHERTZ LIMITED
REGISTERED NUMBER: 08072421

COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018

Fixed assets

Intangible assets
Tangible assets
Investments

Current assets

Stocks
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Provisions for liabilities

"~ Other provisions

Net liabilities

Capital and reserves

Called up share capital
Profit and loss account

Note

12
13
14

15
16
17

18

19

21

22
23

82,779
6,132,377
2,040,684

8,255,840

(4,759,786)

(3,222)

2018

3,084
51,661
26,4086

81,151

3,486,054

3,677,205

(7,428,358)

(3,222)

(3,854,375)

10,000
(3,864,375)

(3,854,375)

218,191
10,813,309
1,368,071

12,399,571

(5.318,960)

(35,188)

2017

37,413
69,910
26,406

133,729

7,080,611

7,214,340

(8,959,003)

(35,188)

(1,779,851)

10,000
(1,789,851)

(1,779,851)

The financial statements were approved and authorised for issue by the board and were signed on its behalf by:

JFlay 4
Director

Date: 24 ch 2015

The notes on pages 14 to 30 form part of these financial statements.

-10-



MEGAHERTZ LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

At 1 January 2017

Comprehensive income for the year
Profit for the year

Total comprehensive income for the year

Total transactions with owners

At 1 January 2018

Comprehensive income for the year
Loss for the year

Total comprehensive income for the year
Total transactions with owners

At 31 December 2018

The notes on pages 14 to 30 form part of these financial statements.

Equity
attributable
to owners of
Called up Profit and parent
share capital loss account company Total equity
£ £ £ £
10,000 (1,931,890) (1,921,890) (1,921,890)
- 990,333 990,333 990,333
- 990,333 990,333 990,333
10,000 (941,557) (931,557) (931,557)
- (1,932,462) (1,932,462) (1,932,462)
- (1,932,462) (1,932,462) (1,932,462)
10,000 (2,874,019) (2,864,019)

(2,864,019)

11 -



MEGAHERTZ LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

At 1 January 2017

Comprehensive income for the year
Profit for the year

At 1 January 2018

Comprehensive income for the year
Loss for the year

At 31 December 2018

Called up Profit and

share capital loss account Total equity
£ £ £

10,000 (2,773,388) (2,763,388)

- 983,537 983,537

10,000  (1,789,851) (1,779,851)

- (2,074,524)  (2,074,524)

10,000  (3,864,375) (3,854,375)

The notes on pages 14 to 30 form part of these financial statements.
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MEGAHERTZ LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017
£ £

Cash flows from operating activities
{Loss)/profit for the financial year (1,932,462) 990,333
Adjustments for:
Amortisation of intangible assets 34,329 43,184
Depreciation of tangible assets 28,630 29,271
Interest paid 375,296 343,668
Interest received (724) (34)
Taxation charge (5,236) (10,052)
Decrease/(increase) in stocks 135,412 (196,409)
Decrease/(increase) in debtors 4,772,222  (8,440,417)
(Decrease)/increase in creditors (1,107,911) 5,650,478
(Decrease)/increase in provisions (31,966) 15,421
Corporation tax (paid) (63,093) (64,885)
Net cash generated from operating activities 2,204,497  (1,639,442)
Cash flows from investing activities
Purchase of intangible fixed assets = (5,000)
Purchase of tangible fixed assets (10,382) (36,484)
Interest received 724 34
Net cash from investing activities (9,658) (41,450)
Cash flows from financing activities
Other new loans - 2,246,997
Repayment of other loans (1,511,430) -
Interest paid (375,296) (343,668)
Net cash used in financing activities (1,886,726) 1,903,329
Net increase in cash and cash equivalents 308,113 222,437
Cash and cash equivalents at beginning of year 3,736,911 3,514,474
Cash and cash equivalents at the end of year 4,045,024 3,736,911
Cash and cash equivalents at the end of year comprise:
Cash at bank and in hand 4,045,024 3,736,911

4045024 3736911

The notes on pages 14 to 30 form part of these financial statements.

-13 -



MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1.

General information

Megahertz Limited (no. 08072421) is a private company limited by shares incorporated in England and
Wales. lIts registered office is 5th Floor, Merck House, Seldown Lane, Poole, BH15 1TW. The principal
business address is 39 Lancaster Way, Ely, CB6 3NW.

Its principal activity is the supply of equipment and other technical solutions to the broadcasting industry.

Accounting policies

21

22

23

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable 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 accounting estimates. It also requires Group management to exercise judgement in applying
the Group's accounting policies (see note 3).

The company has taken advantage of the exemption allowed under section 408 of the Companies
Act 2006 and has not presented its own Statement of comprehensive income in these financial
statements.

The following principal accounting policies have been applied:
Basis of consolidation

The consolidated financial statements present the results of the company and its own subsidiaries
("the group”) as if they form a single entity. Intercompany transactions and balances between group
companies are therefore eliminated in full.

Going concern

The director has assessed the company's ability to continue as a going concern and has a
reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. In doing this he has considered the results for the year,
expectations of future trading and the availability of continued funding in the form of commercial
loans. On the basis of this information the director is satisfied that there are no material uncertainties
as to the ability to continue as a going concern and so the accounts have been prepared on this
basis.

Additional details on the director's going concern assessment can be seen on page 3.

-14 -



MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting policies (continued)

24

25

Foreign currency translation

Functional and presengation currency

The company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the settlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Consolidated statement of comprehensive income except when
deferred in other comprehensive income as qualifying cash flow hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Consolidated statement of comprehensive income within 'finance income or costs'.
All other foreign exchange gains and losses are presented in the Consolidated statement of
comprehensive income within 'other operating income'.

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
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Long-term contracts

Long-term contracts are assessed on a contract by contract basis and reflected in the Statement of
Comprehensive Income by recording turnover and related costs as contract activity progresses.
Turnover is ascertained in a manner appropriate to the stage of completion of the contract and credit
taken for profit earned to date when the outcome of the contract can be assessed with reasonable
certainty. Full provision is made for losses on all contracts in the year in which the loss is first
foreseen.

Amounts recoverable on contracts
Amounts recoverable on contracts are included in debtors and represent the value of work done in
excess of amounts invoiced to the customer. .

Payments on account
Payments on account are included in creditors and represent amounts receivable from the customer
in excess of the Company’s valuation of work done.

-15-



MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2. Accounting policies (continued)

2.6

2.7

2.8

2.9

Operating leases: the Group as lessee

Rentals paid under operating leases are charged to the Consolidated statement of comprehensive
income on a straight line basis over the lease term.

Interest income

Interest income is recognised in the Consolidated statement of comprehensive income using the
effective interest method.

Finance costs

Finance costs are charged to the Consolidated 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 initially recognised as a reduction in the proceeds of the associated
capital instrument.

Borrowing costs

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

2.10 Pensions

Defined contribution pension plan

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

The contributions are recognised as an expense in the Consolidated statement of income and
retained earnings 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 group in independently
administered funds.

2.11 Taxation

Tax is recognised in the Consolidated statement of comprehensive income, except that a charge
attributable to an item of income and expense recognised as other comprehensive income or to an
item recognised directly in equity is also recognised in other comprehensive income or directly in
equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the company and the
Group operate and generate income.

2.12 Warranty Provision

The warranty provision is based on historic data for the a\}erage cost of repair.

-16 -



MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting policies (continued)

2.13 Intangible assets

Goodwill

Goodwill represents the difference between amounts paid on the cost of a business combination and
the acquirer's interest in the fair value of the Group's share of its identifiable assets and liabilities of
the acquiree at the date of acquisition. Subsequent to initial recognition, goodwill is measured at cost
less accumulated amortisation and accumulated impaimment losses. Goodwill is amortised on a
straight line basis to the Consclidated statement of comprehensive income over its useful economic
life.

Other intangible assets

Intangible assets are initially recognised at cost. After recognition, under the cost model, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment
losses.

All intangible assets are considered to have a finite useful life. If a reliable estimate of the useful life
cannot be made, the useful life shalt not exceed ten years.

2.14 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 includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives. :

Depreciation is provided on the following basis:

Plant & machinery - 25% reducing balance
Motor vehicles - 25% reducing balance
Computer equipment - 33% straight line

2.15 Stocks

Stocks are stated at the lower of cost and net realisable value. Work in progress and finished goods
include labour 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 the Consolidated statement of income and retained earnings.

2.16 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 are measured subsequently at amortised
cost using the effective interest method, less any impairment.
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2.

Accounting policies (continued)

2.17 Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.

In the Consolidated statement of cash flows, cash and cash equivalents are shown net of bank
overdrafts that are repayable on demand and form an integral part of the Group's cash management.

2.18 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs, and are measured subsequently at
amortised cost using the effective interest method.

2.19 Provisions for liabilities

Provisions are made where an event has taken place that gives the Group a legal or constructive
obligation that probably requires settlement by a transfer of economic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense to the Consolidated statement of comprehensive income in
the year that the Group becomes aware of the obligation, and are measured at the best estimate at
the Statement of financial position date of the expenditure required to settle the obligation, taking into
account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Statement of
financial position.

2.20 Financial instruments

The Group 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
third parties, loans to related parties and investments in non-puttable ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade debtors and creditors, are measured, initially
and subsequently, at the undiscounted amount of the cash or other consideration expected to be paid
or received. However, if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
rate of interest that is not a market rate or in the case of an out-right short-term loan not at market
rate, the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised
cost.
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

3. Judgements in applying accounting policies and key sources of estimation uncertainty

The preparation of these financial statements requires management to note judgements and estimates
that affect the reported amount of assets and liabilities at the balance sheet date and the reported profits
during the financial year. These include the following:

Impairment of WIP

The provision policy for impairment of WIP is based on the ongoing evaluation of the individual jobs and
management’s judgement. A considerable amount of judgement is required in assessing the ultimate
realisation of the profit in WIP and provisions are made against old WIP accordingly.

Revenue and profit recognition

Revenue and profit recognition requires forecasts to be made on the outcome of long term contracts
which require assessments and judgements to be made to estimate the expected remaining costs and
revenues.

4. Turnover

Analysis of turnover by country of destination:

2018 2017
£ £
United Kingdom 1,719,360 2,618,075
Rest of Europe 2,040,922 7,680,415
Rest of the world 1,905,993 9,852,324
5,666,275 20,060,814
Operating (loss)/profit
The operating (loss)/profit is stated after charging:
2018 2017
£ £
Depreciation of tangible fixed assets 28,629 29,270
Amortisation of intangible assets, including goodwill 34,329 43,181
Exchange differences 222,738 (145,340)
Other operating lease rentals 117,425 178,398
Defined contribution pension cost 48,097 53,524
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

6.

Auditor's remuneration

2018 2017
£ £
Fees payable to the Group's auditor and its associates for the audit of the
Group's annual financial statements 17,150 17,150
Fees payable to the Group's auditor and its associates in respect of:
Taxation compliance services 1,285 1,000
All other services 4,425 4,425
5,710 5,425
Employees
Staff costs, including director's remuneration, were as follows:
Group Group Company Company
2018 2017 2018 2017
£ £ £ £
Wages and salaries 1,456,571 1,629,593 1,317,133 1,447,080
Social security costs 163,570 174,508 144,765 157,001
Cost of defined contribution scheme 48,097 53,524 48,097 53,524
1,668,238 1,857,626 1,509,995 1,657,605
The average monthly number of employees, including the director, during the year was as follows:
2018 2017
No. No.
33 33

Employees
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

8.

10.

Director's remuneration

2018 2017

£ £

" Director's emoluments 108,355 98,355
Company contributions to defined contribution pension schemes 5,500 2,667

113,855 101,022

During the year retirement benefits were accruing to 1 director (2017 - 1) in respect of defined
contribution pension schemes.

The director and certain senior management who have authority and responsibility for planning, directing

and controlling activities of the company are considered to be key management personnel. Total
remuneration in respect of these individuals is £376,581 (2017 - £359,267).

Interest receivable

2018 2017
£ £
Other interest receivable A ) 724 34
724 34
Interest payable.and similar expenses
2018 2017
£ £
Other loan interest payable 375,296 343,668

375,296 343,668
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

11. Taxation

Corporation tax

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

Total current tax

Deferred tax

Total deferred tax

Taxation on loss on ordinary activities

2018 2017
£ £

9,882 -
(15,118) (10,052)
(5,236) (10,052)
(5,236) (10,052)
(5,236) (10,052)
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

11.

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2017 - lower than) the standard rate of corporation tax in

the UK of 19% (2017 - 19.25%). The differences are explained below:

(Loss)/profit on ordinary activities before tax

(Loss)/profit on ordinary activities multiplied by standard rate of corporation
tax in the UK of 19% (2017 - 19.25%)

Effects of:

Non-tax deductible amortisation of goodwill and impairment

Expenses not deductible for tax purposes, other than goodwill amortisation
and impaiment

Capital allowances for year in excess of depreciation

Utilisation of tax losses

Provisions tax adjustment

Adjustments to tax charge in respect of prior periods

Short term timing difference leading to an increase (decrease) in taxation
Other timing differences leading to an increase (decrease) in taxation
Unrelieved tax losses carried forward

Total tax charge for the year

2018 2017
£ £
(1,937,698) 980,281
(368,163) 188,704
6,523 8,312
2,898 6,492
2,330 254
- (195,459)
(10,024) .
15,118 (10,050)
41,719 @)
(18,562) (8,298)
322,925 .
(5,236)

(10,052)
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

12. Intangible assets

Group and Company

Software
Licences Goodwill Total
£ £ £

Cost
At 1 January 2018 1,805 215,500 217,305
At 31 December 2018 1,805 215,500 217,305
Amortisation
At 1 January 2018 1,805 178,087 179,892
Charge for the year - 34,329 34,329
At 31 December 2018 1,805 212,416 214,221
Net book value
At 31 December 2018 - 3,084 3,084
At 31 December 2017 - 37,413 37,413
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

13. Tangible fixed assets

Group and Company

Plant & Motor Computer
machinery vehicles equipment Total
£ £ £ £

Cost or valuation
At 1 January 2018 62,695 14,600 74,939 152,234
Additions 4,465 - 5,817 10,382
At 31 December 2018 67,160 14,600 80,856 162,616
Depreciation
At 1 January 2018 29,253 5,276 47,796 82,325
Charge for the year on owned assets 7,740 2,081 18,809 28,630
At 31 December 2018 36,993 7,357 66,605 110,955
Net book value
At 31 December 2018 30,167 7,243 14,251 51,661

At 31 December 2017 ‘ 33,442 9,324 27,144 69,910
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

14. Fixed asset investments

Company

Cost or valuation
At 1 January 2018

At 31 December 2018

Subsidiary undertaking

The following was a subsidiary undertaking of the company:

Name
Megaheriz Broadcast PTE Limited

Investments
in
subsidiary
companies

Class of

Registered office shares

Singapore

Ordinary

£

26,406
26,406

Holding
100%

The aggregate of the share capital and reserves as at 31 December 2018 and the profit or loss for the
year ended on that date for the subsidiary undertaking were as follows:

Name
Megahertz Broadcast PTE Limited

15. Stocks

Finished goods and goods for resale

Aggregate

of share

capital and
reserves Profit
£ £
1,016,711 142,060
Group Group Company Company
2018 2017 2018 2017
£ £ £ £
82,779 218,191 82,779 218,191
82,779 218,191 82,779 218,191

Stocks recognised as an expense in the year were £4,136,621 (2017: £12,596,916).
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

16. Debtors

Trade debtors

Amounts owed by group undertakings

Other debtors

Prepayments and accrued income

Amounts recoverable on long term contracts
Tax recoverable

17. Cash and cash equivalents

Cash at bank and in hand

18. Creditors: Amounts falling due within one year

Other loans

Trade creditors

Corporation tax

Other taxation and social security
Other creditors

Accruals and deferred income

Group Group Company Company
2018 2017 2018 2017

£ £ £ £
2,376,371 3,584,935 1,925,574 1,207,943
- - 1,745,994 3,089,874
486,677 963,003 486,677 963,003
162,723 464,938 162,722 359,907
9,072,497 11,857,615 1,786,292 5,182,585
25,118 9,997 25,118 9,997
12,123,386 16,880,488 6,132,377 10,813,309
Group - Group Company Company
2018 2017 2018 2017

£ £ £ £
4,045,024 3,736,911 2,040,684 1,368,071
4,045,024 3,736,911 2,040,684 1,368,071
Group Group Company Company
2018 2017 2018 2017

£ £ £ £

392,207 372,992 392,207 372,992
1,105,254 2,584,610 1,103,752 1,559,935
9,556 62,765 - 28,030
86,887 214,242 78,551 52,608
23,336 31,133 23,384 31,132
10,121,133 9,614,537 3,161,892 3,274,263

11,738,373

12,880,279

4,758,786

5,318,860

Bank loans and overdrafts of the group and company are secured over fixed charges over the assets of

- the company.

The group and company has an undrawn facility secured on certain assets of the company.
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2018

19.

20.

Creditors: Amounts falling due after more than one year

Other loans

Loans

Amounts falling due within one year
Other loans

Amounts falling due 2-5 years
Other loans

Group Group Company Company
2018 2017 2018 2017

£ £ £ £
7,428,358 8,959,003 7,428,358 8,959,003
7,428,358 8,959,003 7,428,358 8,959,003
Group Group Company Company
2018 2017 2018 2017

£ £ £ £

392,207 372,992 392,207 372,992
392,207 372,992 392,207 372,992
7,428,358 8,959,003 7,428,358 8,959,003
7,428,358 8,959,003 7,428,358 8,959,003

7,820,565

9,331,995

7,820,565

9,331,995
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

21.

22,

23.

24,

Provisions
Group
Warranty
costs
£
At 1 January 2018 35,188
Utilised in year (31,966)
At 31 December 2018 3,222
Company
Warranty
costs Total
£ £
At 1 January 2018 35,188 35,188
Utilised in year (31,966) (31,966)
At 31 December 2018 - 3,222 3,222
Share capital
2018 2017
£ £
Allotted, called up and fully paid
10,000 (2017 - 10,000) Ordinary shares shares of £1.00 each 10,000 10,000

Reserves
Profit & loss account

Profit and loss account includes all current and prior period profits and losses.

Pension commitments

The 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. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £48,097 (2017 -
£53,524). Contributions totalling £6,525 (2017 - £13,643) were payable to the fund at the balance sheet
date and are included in other creditors.
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MEGAHERTZ LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

25.

26.

27.

Commitments under operating leases

At 31 December 2018 the Group and the company had future minimum lease payments under non-

cancellable operating leases as follows:

Group Group

2018 2017

£ £

Due within 1 year : 21,027 87,807
Later than 1 year and not later than 5 years 3,093 17,471
24,120 105,278

Related party transactions

The Company has taken advantage of the exemption in the FRS102 from disclosing transactions with

wholly owned subsidiaries of the group headed by Megahertz Limited.

As at 31 December 2018 amounts of £34,867 (2017; £34,867) and £418 (2017: £418) had been
advanced to Made Television Limited and MGV engineering Limited, companies under common control.

These loans bear no interest and are payable on demand.

In addition to the above, as at 31 December 2018 an amount of £2,581,380 (2017: £4,471,328) was
owed to OKNO TV Limited , a company under common control. Interest is charged on the amount owed

at 7%.

Controlling party

The director do not consider there to be a single ultimate controlling party.
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