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MASTERNAUT LIMITED

STRATEGIC REPORT

The directors present their Strategic Report and audited financial statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITY

The Company is the main trading Company of the Mastemaut Group (“the Group™). The principal activity of the
Company is the provision of sophisticated data and information solutions to customers based on vchicle telematics
technology and sofiware applications developed by Masternaut.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS
Business review
The Group was acquired by Compagnic Générale des Etablissements Michelin SCA, (“Michelin™) on 22 May 2019,

The company’s key financial performance-indicators (KP1) during 2019 and 2018 arc as follows:

2019 . 2018 Change

£'000 £°000
Turnover 27,654 29,212 (5.3%)
Gross profit 23,286 24,855 ’ (6.3%)
Operating loss (10,098)° (2.131) 373.8%
Net liabilitics N . 69,947 56.885 f229%

The Company generated turnover of £27,654k (2018: £29,212k). Tumover reduced as the value of customer contracts
that came to the end of their term or the reduction in price for those that renewed exceeded the value of new business
signed in the year. The gross prolit reduction reflected the change in reduced revenuc in the year. The operating costs
in 2019 were higher due to further invesiments in sales and marketing and in R&D. Total operating loss for the ycar
has increased significantly, but this is largely due to one-off exceptional transaction costs incurred in 2019 as a result
of the Masternaut Group®s acquisition by Michelin (note 8). '

The Company had net liabilitics of £69,947k (2018: £56,885k) at the balance sheet date. The increase in net liabilitics
is duc 10 the loss made in the year. The Company represents Maslernaut Group's trading activities in the UK as well
as the headquarters of the Masternaut Group.

The Company’s balance sheet includes net amounts owed 10 group undertakings of £88.325k (2018: £75,423k) which
relate (o the restructuring of Masternaut Group’s UK legal entities plus funding of ongoing losses. Excluding amounts
owed 10 group undertakings, the Company’s net assets amounted to £18,378k (2018: £18,538k).

Future developments and subsequent events

The outlook remains positive despite the current challenging economic cnvironment. The Group has started to
leverage the strategic potential that now exists as part of one of the world’s most recognised and respected brands in
Michelin, The Group has begun to push ahead with its growth strategy, exploring new sales channels and
geographical expansion across Europe which has been helped by having access 10 substantial resources within the
Michelin Group. :



MASTERNAUT LIMITED

STRATEGIC REPORT (continued)

The appearance of the Coronavirus COVID19 in China in December 2019 and its global cxpansion in 2020, led to the
World Health Organisation in March 2020 to classify the virus as a pandemic. The Company is taking all the necessary
measures required to safcguard the health of its employees. The spread of the Coronavirus is being continuingly monitored
and the Company is taking all the actions required to minimise the impact of this pandemic on its operations and its
financial statcments as well as to managg its liquidity risk. The Company has the (inancing and support in place from
Michclin 1o deal with the uncertainty surrounding the crisis. The Company’s turnover growth has been impacted by the
restrictions the govemment imposed and the recovery will largely depend on how the UK manages the pandemic in the
coming months but costs have been controlled to offset any negative impact on the financial statements. Although it is
not possible o anticipate nor assess whether this situation will continuc and 1o what extent in the future, the current
risk to the Company is low, due to its diversc customer base and the financing and support in place from Michelin.

PRINCIPAL RISKS AND UNCERTAINTIES

The Board has a policy of continuous identification and review of key business risks and uncertainties. It oversecs
the development of processes to ensure that these risks are managed appropriately, and operational management are
delegated with the tasks of implementing these processes and reporting to the Board on their outcomes. The key
risks identified by the Board arc as follows: '

»  [ailure of information technology systems

»  Dependence on key personncel

»  Competition and technological change

2 Generation of cash to fund operations

= Continuing products and services developments

= Provision of adcquate.leasing facilitics

= Dependence on mobile networks

*  Adverse economic and market conditions(e.g. Eurozone sovercign indcbtedness)

The above risks are reviewed by the Board and appropriate processes put in place to monitor and mitigatc them. (f
more than onc event occurs, it is possible that the overall effect of such events would compound the possible adverse
cffecis on the Company.

The UK lefi the EU on 31 January 2020 and the transition period is duc to expire on 31 December 2020. The tull
impacl of Brexit on the Company is not vet known and developments are being monitored closely. The main arcas
of risk arc (o inventory supplies il there arc delays at the borders and any restrictions on the movement ol cmployees
between the UK and Masternaut’s European offices. In order to mitigate the risk, the Company has lormed a Brexit
team who have put a contingency plan in place. )

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities expose it 10 several financial risks iricluding credit risk, cash flow risk and liquidity risk.
Cash flow risk

The Company’s activitics expose it primarily to interest rate risk. Interest bearing assets and liabilities arc currently
subject 10 a floating ratc. Given the current outlook for interest rate changes management is satisfied with the risk of
likely change. o

Credit risk
The Company’s principal financial asscts are bank balances and cash, trade and other reccivables.

The Company’s credit risk is primarily attiributable (o its trade receivables. The amounts presented in the balance sheet
are net of expected credit losses An allowance for impairment is made where there is an identified loss cvent which,
bascd on expected future losses, is evidence of a reduction in the recoverability of the cash flows,

The Company has no significant concentration of credit risk, with exposure spread over a large number of
counterparties and customers.



MASTERNAUT LIMITED

STRATEGIC REPORT (continued)

K

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES iContinued)

Liquidity risk

The Company is currently investing in its sales and research and development activities which are forccast to exceed
cash inllows from operating aclivitics from time to time. To maintain liquidity to ensure that sufficient lunds are
available for ongoing operations and future developments, the Company uscs intcrcompany finance

S.172 STATEMENT

In accordance with the Companics Act 2006 (the ‘Act’) (as amended by the Companies (Misccllaneous Reporting)
Regulations 2018), the Dircctors provide this statement describing how they have had regard to the matters set out in
section 172(1) of the Act, when performing their duty 10 promote the success of the Company, under section 172,

The Board always aims to act in the best interests of the Company, and to be fair and balanced in its approach. The
needs of different stakcholders are always considered as well as the conscquences of any decision in the long-term
and the importance of our internally published high standards of business conduct. More specific information is
given in sub-paragraphs (a) to (), which correspond (o the individual factors disclosed under Section 172(1).

a. lLong-term decision making

The Board dclcgates day-to-day management and decision making 10 its senior management tcam, but it maintains
oversight of the Company’s performance, and reserves 1o itsclf specific matters for approval. In addition 1o this, any
major decisions with long-term implications, including significant new business initiatives, would need sharcholder
approval, to cnsurc that the business decisions taken locally arc in alignment with the long-term strategy of the
Group. Any decisions approved cither locally or by the Sharcholder, arc then implemented, with subsequent Board
oversight 10 cnsurc management act in accordance with the agreed strategy. Processes arc in place to ensure (hat the
Board rcceives all relevant information to enable it to make well-judged decisions in support of the Company’s
long-term success, including management KPIs, other financial information, and a robust suite of internal controls.

b. Stakcholders: Employces

Our people arc essential to our success, future growth, and our aim to build lcading positions in our long-term
markeis. We continuc to invest substantial time and elfort to employ, train, develop and retain employces who are
passionalc about our busincss and have up-to-date knowledge and expertise in our key functional.areas. Hearing
their views on what we do well, and what we can do better, is an important driver for improvement and rctaining our
best talent. With this in mind, we hold quarterly company-wide informational cvents with both the leadership 1cam
and all employces spanning the whole business, in order Lo give employees a coherent insight into recent business
performance and also luture plans and expectations; which also acts as a forum for thoughts, idcas, feedback and
suggestions. In addition, we publish regular internal newsletters to ensure they are kept informed of any personnel
changes; business progress and developments, and various tcam building events in order to further strengthen
coopcration and teamwork across the workforce.

¢. Stakehoiders: Customers, Suppliers, Others

We aim (o be fair and cthical in dealings with all our external stakcholders, including our suppliers, customers and
other business partncrs, in line with our Code of Conduct and ethical policics. We endcavour to pay supplicrs 10
agreed terms and be a collaborative and responsive partner. With customers, our goal is to act as partners in order o
understand their needs and collaborate cffectively in order to provide the products and service they need in order o
succeed. Each customer has a sales representative, backed by a dedicated sales administration team in order to
facilitate this relationship and ensure the smooth operation day-to-day. The local sales team report to the Board with
regular KPlIs, and these assist in maintaining and devcloping our understanding of current customer and market
trends, issues and likely future needs, and how these can be addressed.



MASTERNAUT LIMITED

STRATEGIC REPORT (continued)

S.1 ?2 STATEMENT (continued)
a. Stakeholdcrs: Community & Environment

Contributing positively 10 our local and global communities and environments is a responsibility and an opportunity.
As European and UK regulations are reinforced 1o lower carbon emissions to combat climate change, companies
also have a key role to play in becoming compliant and addressing this issue. We believe:strongly that our product
and service offering actively encourages and supports businesses across the UK & Ireland 1o reducc the carbon
footprims of their fleets. Our complimentary Flect CO2 Certilication programme for customers, verificd by The
IEnergy Saving Trust, rewards busincsses’ cfforts to improve environmental performance and reduce their carbon
footprint. In addition, we participate in and aclivcly cncourage charitable activities each year in order 10 raise
donations for local worthy causes. ‘

b. Reputation for high standards of business conduct

The Board is responsible for developing the Group corporate culture across the Company, which promotes integrity
and transparency. The Group has cstablished comprehensive sysiems of corporate governance, and approves
policies and procedures which promote corporate responsibility and ethical behaviour, and these arc implemented
within the Company. Central 10 these poticies is the Group’s Code of Conduct. This applics to all Directors and
employces, and is embedded into the Company’s operations. All employees have reccived these policies and
reccived full training, to ensure they understand the principles and objcctives.

¢. Acting fairly as between members of the Company

The Board aims to understand the views of its sole sharcholder and always to act in their best intercsts. in order to
do this, the Board works closely with the sharcholder on a daily basis to ensure operations, strategy and performance
are aligned with the long-term objectives of the shareholder, while complying with the Articles of Association of the
Company. and in line with the highest standards of conduct as laid out in Group policies.

Approved by the board, authorised for issuc and sigﬁed on its behalf by:

MI

D Souici
Director

Date: 18" Scptember 2020



MASTERNAUT LIMITED

'DIRECTORS’ REPORT

The Directors present their annual report and the audited financial statements for the vear ended 31 December 2019.

The Company’s principal activities, review of the busincss, KPls, principal risks and unccrtainties, future
developments and subsequent cvents can be found on page 2-3 and form part of this report by cross reference.

DIVIDENDS

The directors do not recommend the payment of any final dividend (2018: £nil).

DIRECTORS’ INDEMNITY

The group has indemnified its directors, by way of directors and oflicer’s liability insurance, against liability in respect
of procecdings brought by third partics, subject to the conditions sct out in scction 234 of the Companics Act 2006.
Such qualifying third party indemnity provision remains in force at the date of approving the directors’ report.

DIRECTORS
The Directors who served during the ycar and subsequent to the vear end, unless otherwise stated, werc as follows:

G Santiago (appointed 9 April 2020)
A Johnson (resigned 22 May 2019)
D Soutci

R Dime¢nna (appointed 22 May 2019)

RESEARCH AND DEVELOPMENT

During the yecar ended 31 December 2019, the Company invesied in rescarch and devclopment aclivitics relating (o
the ongoing devclopment and enhancement of its flect management platform and related applications. The Company
holds a portfolio of intellectual property rights relating to its technologics and applications. The Company has incurred
expenditure in relation to developing and enhancing these solutions during the year. The expenditure incurred during
the year in respect of these developments is detailed within the financial statements, in Note 3.

EMPLOYEE ENGAGEMENT

The Company recognises its responsibilitics towards keeping emplovees informed of matters affecting them as
employees and the economic factors affecting the performance of the Company, as referred to in the S.172 statement,
To this end, consultations take place at appropriate times with employecs.

DISABLED EMPLOYEES

Applications for cmployment made by disabled persons arc given full and fair consideration, having regard to the
abilities and aptitudes of thc candidates. If existing cmployecs become disabled, every effort is made to accommodate
them within their existing jobs or, if this proves to be impossible, to find them suitable alternative employment.
Opportunities for development and promotion are open (o all employees.nd



MASTERNAUT LIMITED

DIRECTORS’ REPORT (continued)

GOING CONCERN

During the ycar the entire share capital of the Group was acquircd by Michelin. (note 23). As part of the acquisition
all the Group's external debt was repaid and a financing facility with the sharcholder was established. The directors
have reccived a comfort letter from Michelin confirming their financial support for a period of at least 12 months
from the datc of approval of thesc financial statements.

The Coronavirus pandemic discussed in the stratcgic report has not significantly impactcd the Company. The
forecasts for the next 12 months have considered the impact of the pandemic on the financial statements and the
Dircclors have assessed the risk on future growth and liquidity. The Directors believe due 10 the Groups diverse
customer base and the Nnancing and supportin place from Michelin that the Company has all the necessary
measures in place 10 deal with the uncertainty surrounding this crisis.

Bascd on the above factors, the Directors have a rcasonable ¢xpectation that the Company and Group have adequate
resources, 10 continue in operational existence for the foresecable future. Accordingly. they continue to adopt the
going concern basis in preparing the annual report and financial statements.

"AUDITOR

Each of the persons who is a Director at the date of approval of these financial statements confirms that:

e 5o far as the Dircctor is aware, there is no relevant audit information of which the Company’s auditor is unaware;
and ) .

* the Director has taken all the sieps that he ought to have taken as a director to make himself aware of any
relevant audit information and to eswablish that the Company’s auditor is aware of that information.

This conlirmation is given and should be interpreted in accordance with the provisions of s418 of the Companics
Act 2006.

Deioitte LLP have indicated their willingness to be reappointed for another term and appropriate arrangements are,

being made for them 10 be deemed reappointed as auditor in the absence of the Annual General Mecting.
1

Approved by the Board of Dircctors and signed on its behalf by:

B

D Souici
Director

Datc: 18™ Scptember 2020



MASTERNAUT LIMITED.

DIRECTORS’ RESPONSIB]LIT[ES STATEMENT

The directors are responsible for preparing the Annual Report and the financial stalements in accordance with
applicable law and regulations. ‘

Company law requires the directors to prepare financial statements for cach financial year. Under: that law the
dircctors have clected 10 prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 101 “Reduced
Disclosure Framework™. Under company law the directors must not approve the linancial stalements unless they are
satisficd that they give a truc and fair view of the state of affairs of the company and of the prolit 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 judgments and accounting cstimates that are rcasonable and prudemnt;
state whether applicable UK Accounting Standards have been followed, subject to any material departurcs
disclosed and explained in the financial statements; and

«  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business. ’

The directors are responsible for kecping adequate accounting records that are sufficient to show and explain the
company’s ransactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure.that the financial statements comply with the Companies Act 2006. They are also responsible
for safcguarding the asscts of the company and hence for laking reasonable sieps for the prevention and deteclion of
fraud and other irrcgularitics. '



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
MASTERNAUT LIMITED :

Report on the audit of the financial statements
Opinion
[n our opinton the financial statements of Masternaut Limited (the ‘company”):

e give a true and fair vicw of the staic of the company’s afTairs as at 31 December 2019 and of its loss for
the year then cnded; '

¢ have been properly prepared in accordance with United Kingdom Gencerally Accepted Accounting
Practice, including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and

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

We have audited the financial statements which comprise:

e the profit and loss account;

e the balance sheet;

e the statement of changes in cquity; and
¢ therclated notes | o 24,

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework™
(United Kingdom Gencerally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Qur responsibilitics under thosc standards are further described in the auditor's responsibilitics 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 Financial Reporting Council’s (the *FRC's’) Ethical Standard,
and we have fulfilted our other ethical responsibilitics in accordance with these requircments. 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 are required by 1SAs (UK) 10 report in respect of the following matiers where:

» the directors’ usc of the going concern basis of accounting in preparation of the financial siatements is
not appropriate; or

¢ the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the company*s ability 10 continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements arc
authoriscd for issuc. )

We have nothing (o report in respect of these matiers.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
MASTERNAUT LIMITED (continued)

Other information

The dircctors arc 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 docs not cover the other information and, except to the extent otherwise c\plncnlv stated in
our report, we do not express any form of assurance conclusion thercon.

in connection with our audit of the financial statcmenits, 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 lo be materially misstated. If we identify such material
inconsistencies or apparent material misstalements, we are required o determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
wc have performed, we conclude that there is a material misstaicment of this other information, we are required
1o repont that (act,

We have nothing to report in respect of these matters.

Responsibilities of directors

As cxplained more fully in the direciors’ responsibilities statement, the directors are responsible for the
preparation of the linancial statements and for being satisficd that they give a true and {air view, and for such
internal controi as the directors determine is necessary to enable the preparation of {inancial siatements that are
free from material misstatement, whether duc to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability 1o continuc
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the company or to ccasc operations, or have no
rcalistic alternative but 10 do so.

Auditor’s responsibilities for the audit of the financial statements

. Our objectives are 10 obtain reasonable assurance about whether the financial statements as a wholc are free from
material misstatement, whether duc to fraud or error, and to issuc 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 dctect a material misstatement when it exists. Misstatements can arise (rom fraud or
error and are considered matcrial if; individually or in the aggregate, they could reasonably bé expected o
influence the cconomic decisions of users laken on the basis of these financial statements.

A further description of our responsibilitics for the audit of the financial statemems is located on the Financial
Reporting Council’s website at: www.fre.org uk/auditorsresponsibilities. This description forms part of our
auditor’s report.




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
MASTERNAUT LIMITED (continued)

Report on other legal and regulatory requirements

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 strategic report and the directors’ report for the financial year for which the
financial siatements arc prepared is consistent with the financial statements; and

e the stralegic report and the dircclors’ report has been prepared in accordance with applicable legal
rcquirements. .

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required {o report in respect of the following matters if, in our opinion:

» adequate accounting records have not been kept, or retumns adequate for our audit have not been received
from branches not visiled by us; or '

e the financial statements are not in agreement with the accounting records and retums; or

¢ cenain disclosures of directors’ remuncration specified by law arc not made; or

¢ we have nol received all the information and explanations we require for our audit.

We have nothing o report in respect of these matters,

Use of our 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
permitied by law, we do not accept or assume responsibility 10 anyonc other than the company and the companv
members as a bodv for our audit work, for this report, or for the opinions we have formed.

Matthew Hughes BSc (Hons) ACA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Siatulory Auditor

t.ceds, United Kingdom

18 September 2020



MASTERNAUT LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2019

Note

Turnover - 4
Cost of salcs

Gross profit
Other operating income - R&D tax credit
Administrative expenses:
Dcepreciation and amortisation
Excceptional costs 8
Other administrative expenses
*Total administrative expenscs

Operating loss

Interest receivable and similar income 9
Interest payable and similar charges 10

Loss before taxation
Tax B

Loss for the financial year 5

All amounts derive from continuing operations.

2019 2018
£'000 £'000
27,654 29,212
(4,368) (4.357)
23,286 24,855
486 617
(8,089) (7,487)
{6.187) (613)
(19.595). (19,503)
(33.871) (27,603)
(10,098) (2,131)
. 27
(2,884) (3.322)
(12,982) (5.426)
(80) (124)
(13,062) (5.550)

There was no other income or expenses in the ycar, other than the loss for the current and preceding financial year,

accordingly, no Statement of Comprchensive Income has been presented.

The accompanying notes are an intcgral part of these financial statlements.



MASTERNAUT LIMITED

BALANCE SHEET
As at 31 December 2019
2019 2018
Note £°000 £°000
Fixed assets
Inmangible asscts 12 11,241 11,554
Tangiblc asscts 13 10,417 9,798 -
21,658 21,352
Current assets
Stock ’ ’ 14 434 207
Debtors 15 11,409 12,795
Cash at bank and in hand . 418 1,117
12,261 14,119
Total assets . . 33.919 35471
Creditors: Amounts falling due within one year:
Tradc and other payables : 16 (101,386) (90.037)
Deferred revenue ’ (1,290) (1,263)

(102,676) {91,300)

Net current .Iiabilities 1 (90.415) (77.181)

Total assets less current liabilities T (68,757) (55.829)

Creditors: Amounts falling due after more than one

year:
Deferred revenue (1,290) (990)
Obligations under finance’lease 17 (90) (66)
Total liabilities . (103,866)  (92,356)
Net liabilities (69.947) (56.885)

Capital and reserves

Called up share capital ) 19 , To- -
Profit and loss account — 19 . (69.947) « (56.885)
Total shareholders’ deficit ‘ . (69.947) (56.885)

~

-The financial statements of Masternaut Limited, r'cgislercd number 07848318, werc approved by the board of
directors and authorised for issuc on 18" September 2020.

Th_ey were signed on its behalf by:
QM
S

D Souici,
Director

The accompanying notes arce an integral part of these financial statements.



MASTERNAUT LIMITED

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2019

Profit and
Share loss
capital account Total
£°000 £'000 £°000
At | Januvary 2018 ) - (51,335) (55.335)
Loss for the ycar ‘ - (5.550) (5.550)
At 31 December 2018 T (56.885) ' (56.885)
Loss for the year - (13,062) (13,062)
Balance at 31 December 2019 . . - (69,947} . (69.947)

B ’
A description of cach reserve is provided in note 19.



MASTERNAUT LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

1. GENERAL INFORMATION

Masternaut Limited (the “Company ™) is a private company limited by sharcs, incorporated in England and Wales
under the Companies Act. The address of the registered oftice is given on page |. The naturc of the Company s
opcrations and ils principal activitics arc sct out in the strategic rcport on pagc 2

These financial stalcments are presented in pounds sterling which is also the functional currency because that is
the currency of the primary ¢conomic environment in which the Company operates. Financial information in
these financial statements are presented rounded to the nearest thousand.

Adoeption of new and revised standards

In the current year, the Group has applicd a number of amendments to 1FRSs issued by the Intemational
Accounting Standards Board (IASB) that are mandatorily effective for an accounting ycar that begins on or
afler | January 2019. ’

IFRS 16 Leases

IFRS 9 (amendments) Prcpaymenl Features with Negative Compcnsal;on

IFRS 28 (amendments) . Long-term interests in Associalcs.and Joint Ventures

1AS 19 (amendments) Employee Benefits Plan Amendment, Cuntaitment or Setilement
IFRIC 23 Uncertainty over Income Tax Treatments

Annual Improvements (o [FRS Standards 2015-2017 Cycle Amendments to IFRS 3 Business Combinations,
IFRS 11 Joint Arrangements, IAS 12 Income Taxes and 1AS 23 Borrowing Costs.

The adoption of these has not had any material impact on the disclosures or on the amounts reported in these
financial statements.

IFRS 16 Leases

In the current vear, the Company has applied IFRS 16 (as issued by the IASB in January 2016). LlTC(,ll\'C for
annual periods that begin on or after | January 2019.

IFRS 16 introduces new or amended requirements with respect to lease accounting. It introduces significant
changes to lessec accounting by removing the distinction between operating and finance lease and requiring
the recognition ol a right-of-use asset and a leasc liability at commencement for all lcases, except for short-
term Icases and leases of low value assets.

A lessce can apply IFRS 16 cither by a full retrospective approach or a modilied retrospective approach. The
Masternaut Group policy is 1o usc the latier approach, whereby comparative information is not restated and the
cumulative effect of initially applying IFRS 16 is prescnted as an adjustment 1o opening retained earnings.

A lease review was carried out to assess the impact of IFRS 16 on the financial statements. Following the
adoption of IFRS 16 most of the lcascs identified werc already treated as finance lcases. All off-balance shect
lcases identified (which would have qualified as an operating lease under the superseded standard IAS 17),
related to car Icases and were deemed to be cither low-valuc or short-term leases (Icase terms of 12 months or
less to run). As permitted by IFRS 16, the Company has elected to apply the exemption to recognisc all low-
valuc and short-term lcascs as a lease expense on a straight-line basis over the Icasc term. This expensce is
presented within other administrative expenses in the profit and loss account.

Therefore, there has becn no accounting adjustment required upon transition and so no material impact on the
tinancial statements as a result of implementing IFRS 16.
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NOTES TO THE FINANCIAL . STATEMENTS
Year ended 31 December 2019

1. GENERAL INFORMATION (continued)

New and revised IFRSs in issue but not yet effective

At the.date of authorisation of these financial statements, The Company has not applied the following new and
revised 1FRSs that have been issued but are not yet cffective and in some cases had not yet been adopted by

the EU:
IFRS 17 ' Insurance Conlracts
IFRS 10 and 1AS 28 (amendments) Sale or Contribution of Asscts between an investor and its Associate
or Joint Venture
{FRS 3 (amendments) ljcﬁnilion of a business
[AS 1 and IAS 8 (amendments) Definition of material
. Conceptual Framework Amendments to References to the Conceptual Framework in IFRS

Standards

Nonc of these new standards are expected to have an impact on future financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019

2,

SIGNIFICANT ACCOUNTING POLICIES
a) Basis of accounting

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100)
issucd by the Financial Reporting Council. The financial statements have thercfore been prepared in accordance
with FRS (01 (Financial Rcporting Standard 10t) ‘Reduced Disclosure Framework® as issucd by the Financial
Reporting Council.

As permiited by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in rclation (o financial instruments, capilal management, presentation of a cash-flow stalement, share
bascd payments, impairment of assets and related party transactions.

Where relevant, equivalent disclosures have been given in the consolidated financial statements. (note 23)

The financial statements have been prepared on the historical cost basis. Historical cost is generally based on
the lair value ol the consideration given in exchange for the assets. The principal accounting policies adopted
are sct out below:.

Fair valuc is the price that would be received 1o sell an assct or paid to transfer a liability in an orderly
transaction between market participants at the measurcment dale, regardless of whether that price is dircctly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a
liability, the Company takes into account the characteristics of the asset or liability if market participants
would take those charactetistics into account when pricing the asset or liability at the measurement date. Fair
value for measurement purposes in these financial statements is determined on such a basis, cxcept for share-
based payment transactions that are within the scope of {FRS 2 and measurements that have some similaritics
1o fair value but are not fair value, such as nct realisable value in IAS 2 or value in use in 1AS 36.

[n addition, for financial reporting purposes, lair value measurements are catcgorised into Level 1, 2 or 3 based
on the degree 1o which the inputs to the fair value measurcments arc obscrvable and the significance of the
inputs to the fair valuc measurement in its entirety, which are described as follows:

e Lgvel | inputs are quoted prices (unadjusted) in active markets for identical asscts or liabilitics that
the entity can access at the measurement date;

o Level2 inputs arc inputs, other than quoted prices included within Level 1, that arc observable for the
asset or liability, cither dircctly or indirectly; and

e Level 3 inputs arc unobscrvable inputs for the asset or liability.
b) Going concern

During the ycar the entire share capital of the Group was acquired by Michelin. (note 23). As part of the
acquisition all the Group’s external debt was repaid and a financing facility with the sharcholdcr was established.
The directors have received a comfort letter from Michelin confirming their financial support for a period of at
Icast 12 months from the date of approval of these financial statements.

The Coronavirus pandemic discussed in the strategic report has not significantly impacted the Company. The
forccasts for the next 12 months have considered the impact of the pandemic on the financial statements and the
Directors have assessed the risk on luture growth and liquidity. The Directors belicve duc 1o the Groups diverse
customer base and the financing and support in place from Michelin that the Company has all the necessary
mcasures in place to deal with the uncertainty surrounding this crisis.

Based on the above factors, the Dircctors have a reasonable expectation that the Company and Group have
adequate resources, to continuc in operational exisience lor the foreseeable future. Accordingly, they continue
to adopt the going concern basis in preparing the annual report and financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2019 :

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
¢) Tangible fixed assets

ltems of property, plant and equipment arc measurcd at cost less accumulated depreciation and impairment
losses.

Depreciation is calculated on a straight line basis over the estimated useful life of the assct and recognised in the
profit and loss account for cach part of an item of property, plant and equipment. Depreciation methods and
useful lives are reasscssed at cach reporting date. The estimated uscful lives for the current and comparative
periods are as follows:

. Freehold buildings 2% on cost

. Plant and machinery 20% on cost

. Computer cquipment 12.5% - 33.3% on cost
. Customer cquipment 25% on cost

. Fixtures and fittings 25%-33.3% on cosl

Gains and losses on disposal of an .item of property, plant and equipment are determined by comparing the
procecds from disposal with the carrying amount of property, ptant and cquipment, and are recognised net in the
profit and loss account.

d) Intangible assets
Internally generated intangible assets - research and development

Expenditure on research activities undertaken with the prospect of gaining new technical knowledge and
understanding is recognised in the profit and loss account as an expense as incurred.  Expenditure on
development activities, whereby research findings are applied to a plan or design for new or substantially
improved products or processes is capitalised if the product or proccss is (i) technically and commercially
feasible; (ii) future economic benefits are probable; and (iii) the Company intends to and has sulTicient resources
10 complete the development..Capitalised expenditure includes direct labour and an appropriale proportion of
overheads. Other development expenditure is recognised in the profit and loss account as an cxpensc as incurred.
Capilalised development expenditure is stated at cost less accumulated amortisation and impairment losscs.

Development-costs that have been capitalised in accordance with IAS 38 lnrangible Assets arc therefore not
trcated, for dividend purposes, as a realised loss.

Amortisation

Amortisation is recognised in the profit and loss account on a straight-linc basis over the estimated useful lives
of intangible assets and amortisation commences in the year of capitalisation, as this best reflects the expected
pattern of consumption of the future cconomic benefits embodied in the asset. The estimated useful lives for the
current and comparative periods arc as follows: '

e Development cost 4 ycars straight line

Amortisation mcthods, uscful lives and residual values are revicwed at cach (inancial year-end and adjusted if
appropriate. Sce impairment of goodwill and other intangible asscts

e) Cash and cash equivalents

Cash and cash equivalents include cash held at bank and in hand tlogcther with short-term highly, liquid
investments with an original maturity of less than three months that are readily convertible to known amounts
of cash and subject to an insignificant change in value.

f) Trade and other receivables

Trade and other receivables are stated at amortised cost less impairment losscs,
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
g) Stock ,

Stock are stated at the lower of cost and net realisable value of materials. Cost is determined based on the latest
purchase price.

h) Loans and borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings arc stated at amortised cost with any differcnce between cost
and redemption value being recognised in the profit and loss account over the period of the borrowings on an
eflective interest basis. .

i)  Trade and other payables

Trade and other payables are staled at the discounted present value of the estimated outflows of funds. Where
the maturity is lcss than onc year they arc not discounted and are shown at cost.

j)  Finance income and finance costs

Finance income compriscs interest income on funds invested, changes in the fair valuc of linancial assets at fair
value through profit or loss and rcaiised gains on balance sheet hedging instruments that are recognised in the
profit and loss account. Intcrest income is recognised as it accrucs, using the effective interest method.

Finance expenses comprise interest expensc on borrowings, unwinding of the discount on provisions, changes
in the fair valuc of financial asscis designated at fair value through profit or loss, impairment losses recognised
on financial asscts, and realised losses on balance sheet hedging instruments that are recognised in the profit and
loss account. All borrowing costs arc recognised in the profit and loss account using the effective interest method.

The finance costs associated with obtaining third party funding for customer conltracts arc deferred and netted
against deferred revenuc. These delerred costs are charged to the profit and loss account over the erm of a
contract. ‘

k) Turnover recognition

Turnover represents amounts receivablce, in the normal course of business, for the provision of tclematics-based
flect and vehicle management solutions, and is stated net of any trade discounts, VAT and othcer sales relaied
taxes. Turnover and profit is recogniscd in accordance with IFRS 15 Revenne fiom Contracts with Customers
and is measured at the fair value of the consideration received or receivable.

Turnover may arisc from the supply of hardware that includes subscription scrvices, the supply of services only
or the supply of hardware only.

Turnover arising from contracts for the supply of hardware that include subscription services are recognised
over the term of the contract on a straight-line basis, as it is not possible 10 separatcly fair valuc the hardware
and subscription servicc components.

Turnover for scrvices only are recognised over the term of a contract on a straight-line basis.

Turnover arising from the supply of hardware only are recognised in full. Turnover arising from the provision
of additional ainime is recognised as incurrcd by the customer.

1) Deferred income

Deferred income represents non-refundable amounts received in advance of services or services and hardware
to be provided. It is taken to the profit and loss account over the period of the subscription or contract period as
appropriatc on a straight-line basis.

m) Short term and low value leases

Payments made under short-term (less than 12 months) and low value Icases (Jess than £3k) are recognised in
the profit and loss account on a straight-line basis over the term of the lease. Lease incentives received are
released to the profit and loss account over the life of the Icase unless another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed.
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2. SIGNIFICANT ACCOUNTING POLICIES (continuedj
n) Share capital, dividends and reserves

Ordinary shares are classified as cquity. Incremental costs directly attributable to the issue of ordinary shares are -
recognised as a deduction from equity, net of any tax effects. Profit and loss account include all current and prior
period profits and losses. Dividend distributions payable to equity sharcholders are included in ‘other liabilities'
when the dividends have been approved in a general meeting prior to the reporting date.

o) Income tax expense and deferred tax

Current tax and deferred tax are recognised in the profit and loss account except to the extent that it relates to a
busincss combination, or items recognised directly in equity or in other comprehensive income, Current tax is
the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively cnacted at the reporting date, and any adjustment to tax payable in respect of previous vears.

Delerred tax is recognised in respect of wemporary differences between the carrying amounts of assels and
liabilities for financial reporting purposes and the amounts uscd for taxation purposes. Deferred tax is not
recogniscd for the following temporary differences: the initial recognition of assets or liabilities in a transaction
that is not a business combination and that alfects neither accounting nor taxable profit or loss. and differences
rclating 10 investments in subsidiarics and jointly controlled entities to the extent that it is probable that they will
not reverse in the foresecable future. In addition, deferred tax is not recognised for taxable temporary diflerences
arising on the tnitial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differcnces when they
reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax
assets and liabilities are ofTsct if there is a legally enforceable right to offsct current tax liabilities and assets, and
they relate to income taxcs levied by the same tax authority on the same taxable entity, or on different tax entities
but where there is an intention 1o scutle current tax liabifitics and assets on a net basis or where the 1ax assets and
liabilitics will be realised simultancously, A deferred tax asset is recognised for unused tax losses, tax credits
and deductible temporary differences, to the extent that it is probable that future taxable profits will be available
against which thesc can be utilised. Deferred tax assets are reviéwed at cach reporting date and arc reduced to
the extent that it is no longer probable that the related tax benefit will be realised.

p) Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation
as a result of a past cvent and it is probable that an outflow of economic benefits will be required to sctile the
obligation.

q) Company-asa lessee
Policies applicable from 1 January 2019

The Company assesses whether a contract is or contains a lease, at inception of a contract. The Company
recognises a right-of-use asset and a corresponding lease liability with respect to all lease agreements in which
it is the Jessee, except for short-term leases (defned as leases with a lcasc term of 12 months or less) and Ieases
of low value asscts.

The lease liability is initially measured at the present value of the lease payments that arc not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined,
the Company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprisc:

. fixed lease payments (including in-substance fixed payments), less any lcasc incentives;
. the amount expected to be payablc by the lessee under residual value guarantees; and
. payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to

terminate the lease.
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Year ended 31 December 2019 . .

2. SIGNIFICANT ACCOUNTING POLICIES (continued)
q) Company — as a lessee (continued)

The current lease liability is presented within trade and other payables and for Icase liabilities duc after morc
than one year, as a separate line in the balance shect. The lcasc liability is subsequently measured by increasing
the carrying amount to reflect interest on the lease liability (using the effective interest method) and by reducing
the carrying amount to reflect the Icase payments made.

The Company remeasures the lease liability (and makes a corresponding adjustment to the related right-of-usc
asset) whenever:

+  the lease lerm has changed or there is a change in the assessment of exercise of a pufchase,option, in which
casc the lease liability is remeasured by discounting the revised lease payments using a revised discoumt
ratc.

”

+ alease contract is modified and the lcase modification is not accounted for as a separate lease, in which case
the lease liability is remeasurcd by discounting the revised lease payments using a revised discount rate.

The Company did not make any such adjustments during the periods presented.

Right-of-use assets comprise the initial measuremcnt of the corresponding leasc liability, Icase payments made
at or before the commencement day and any initial direct costs. They are subsequently measured at cost less
accumulated depreciation and impairment losses.

Whenever the Company incurs an obligation for costs 1o dismantle and remove a leased assct, restore the site on
which it is located or restore the underlying asset to the condition required by the terms and conditions of the
lease, a provision is rccogniscd and measured under 1AS 37. The costs are included in the related right-of-usc
asset.

Right-of-usc asscts arc depreciated over the shorter period of lcase term and useful life of the underlying asset.
The depreciation starts at the commencement date of the lease. Right-of-use assets are presenicd within tangible
asscts in the balance sheet. '

The Company applies |AS 36 Impairment of Assets to determine whether a right-of-use assct is impaired and
accounts for any identified impairment loss.

As a practical expedient, IFRS 16 permits a lessee not to scparate non-lease components, and instead account
for any lease and associatcd non-lcase components as a single arrangement. The Company has not uscd this
practical expedient in the periods presented.

Policies appli'cable prior to 1 January 2019

In accordance with [AS 17, the cconomic ownership of a Icased asset is transferred to the lessec if the lessee
bears substantially all the risks and rewards related 10 the owncership of the lcased asset. The related asset is
recognised at the time of inception of the lcase at the fair value of the leased asset. A corresponding amount is
recognised as a finance leasing liability. The inlerest element of Icasing payments represents a constant
proportion of the capital balance outstanding and is charged to the profit and loss account over the period of the
lease. All other leases are regarded as operating leases and the payments made under them are charged lo the
profit and loss account on a straight-linc basis over the leasc term. Lease incentives are spread over the term of
the lcase.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
r) Employee benefits

A delined contribution plan is a post-employment benefit plan under which the Company pays fixed
contributions into a scparate entity and will have no legal or constructive obligation 1o pay further amounts.
Obligations for contributions to defined contribution pension plans are recognised as an expense in the profit
and loss account as incurred. Liabilities for employee benelits for wages, salarics and annual leave represent
present obligations resulting from employees® services provided up to the reporting date and are calculated at
undiscounted amounts based on remuneration wage and salary rates that the Company e\pecls 10 pay as at the
reporting date.

A liability is recogniscd for the amount expected to be paid under short-lerm cash bonus plans if the Company
has a present legal or constructive obligation to pay this amount as a result of past servicc provided by the
emplovce and the obligation can be estimated reliably.

s)  Foreign currencies

The financial statements are presented in pounds sterling, which is the currency of the primary cconomic
cnvironment in which the Company operates (its functional currency).

Transactions in currencies other than the company’s functional currency {foreign currencics) arc recognised at
the rates of exchange prevailing on the dates of the transactions. At each balance sheet date, monctary assets and
liabilitics that are denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-
monctary items that are measured in terms of historical cost in a foreign currency arc not retranslated.

t}  Exceptional items

Where certain non-recurring revenue or expense items recorded in a period are material by their nature, size or
incidence, these are disclosed as exceptional within the profit and loss account. Examples of items which may
be classified as exceptional include:

a) restructuring costs;
b) provision for oncrous contracls;
¢) other significant non-recurring items.

u) Financial instruments .

Financial asscts and financial liabilitics are recogniscd in the Company’s balance sheet when the Company
becomes a party (o the contractual provisions of the instrument.

Financial assets and financial liabilities are measured initially at fair value. Transaction costs that are dircctly
attributable to the acquisition or issue of financial assets and financial liabilities {other than financial assets and
financial liabilitics at fair value through profit or loss) are added to or deducted from the fair value of the
financial assets or {inancial liabilitics, as appropriale, on initial recognition. Transaction costs directly
altributable to the acquasmon of financial asscts or financial liabilities a1 fair value through prom or loss are °
recognised immediately in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade dalc basis.
Regular way purchases or sales arc purchases or sales of financial assets that require delivery of assets within
the time frame cstablished by regulation or convention in the marketplace.

All recognised financial assets are mcasured subsequently in their entirety at either amortised cost or fair
value, depending on the classification of the financial assets.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
u) Financial instruments (continued)
Classification of financial assets
*Debt instruments that meet the I'o]ldwing conditions arc mcasured subsequently at amortised cost:

o the financial asset is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows; and : .

¢ the contractual terms of the financial assel give rise on specified dates to cash flows that are solely
payments of principal and intcrest on the principal amount outstanding.

All other financial assels are measured subsequently at fair value through profit or loss (FVTPL).
u) Financial instruments (continued)

(i) Amortised cost and effective interest method

-

The cffective interest method is a method ol‘calculaliﬁg the amortised cost of a debt instrument and of
allocating interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.. assets that arc
credit-impaired on initial recognition), the effective interest rate is the rate that exactly discounts cstimated
future cash receipts (including all fees and points paid or reccived that form an integral part of the eflective
interest ratc, transaction costs and other premiums or discounts) excluding expected credit losscs. through the
expected life of the debt instrument, or, where appropriate, a shorter period, 10 the gross carrying amount of
the debt instrument on initial recognition. For purchased or originated credit-impaired financial assets, a credit-
adjusted effective interest rate is calculated by discounting the estimated future cash flows, including expected
credit losses, o the amortiscd cost of the debt instrument on initial recognition. '

The amortised cost of a financial asset is thc amount at which the financial assct is measured at initial
recognition minus the principal repavments, plus the cumulative amortisation using the effective intercst
method of any differcnce between that initial amount and the maturity amount, adjusted for any loss
allowance. The gross carrving amount of a financial asset is the amortised cost of a financial asset before
adjusting for any loss allowance.

Interest income is recognised using the cfTective interest method for debt instruments measured subsequently
at amortised cost. For financial assets other than purchascd or originated credit-impaired financial asscts,
intcrest income is calculated by applying the effective interest ratc 10 the gross carrying amount of a financial
assct, except for financial assets that have subsequently become credit-impaired {see helow), For financial
asscls that have subsequently become credit-impaired, interest income is recognised by applying the efTective
interest rate 10 the amortised cost of the financial assel. H in subscquent reporting periods, the credit risk on
the credit-impaired linancial instrument improves so that the financial assct is no longer credit-impaired,
interest income is recognised by applying the elfective interest rate to the gross carrying amount of the
financial asset.

For purchased or originated credit-impaired financial asscts, the Company recogniscs interest income by
applying the credit-adjusted cffective interest rate 1o the amontised cost of the financial asset from initial
recognition. The calculation does not revert 1o the gross basis even if the credit risk of the financial asset
subsequently improves so that the linancial asset is no longer credit-impaired.

(iii) Financial assets at FVTPL
Financial asscts that do not mect the criteria for being measured at amortised cost are measured at FVTPL.

Financial assets at FVTPL are measitred at fair valuc at the end of each reporting period, with any fair value
gains or losses recognised in profit or loss. The net gain or loss recognised in profit or loss includes any
dividend or intcrest earned on the financial asset.

Impairment of financial assets

The Company recognises a loss allowance for expected credit losscs on investments in debt instruments that
are measured at amortised cosl, trade debtors and contract assets. The amount of expected credit losses is
updated ai each reporting date to reflect changes in credit risk since initial recognition of the respective
financial instrument.
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2 SIGNIFICANT ACCOUNTING POLICIES (continued)
Impairment of financial assets (continued)

The Company always recognises lifetime ECL for trade debtors and contract assets. The expected credit losscs
on these financial asscts arc estimated using a provision matrix based on the Company’s historical credit loss
expericence, adjusted for factors that are specific to the debtors, general ecconomic conditions and an assessment
of both the current as well as the forecast direction of conditions at the reporting date, including time valuc of
moncy where appropriate. '

For all other financial instruments, the Company recognises lifctime ECL when there has been a significant
increasc in credit risk since initial recognition.

Lifctime ECL represents the expected credit losses that will result from all possible default events over the
cxpeceted life of a financial instrument. In contrast, 12-month ECL represents the portion of lifctime ECL that
is expected to result from default events on a financial instrument that are possible within 12 montbhs after the
reporting date.

(i) Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial
recognition, the Company compares the risk of a default occurring on the financial instrument at the reporting
date with the risk of a default occurring on the financial instrument at the date of initial recognition. In making
this assessment, the Company considers both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking information that is available without undue
cost or ¢ffort. Forward-looking information considcred includes the future prospects of the industries in which
the Company ‘s dcbtors operate, oblained from cconomic expert reports, financial analysts, governmental
bodics, relevant think-tanks and other similar organisations, as well as consideration of various external
sourccs of actual and forccast economic information that relate to the Company’s core operations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk on a financial
assel has increased significantly since initial recognition when contractual payments arc morc than 60 days
past due, unlcess the Company has reasonable and supportable information that demonstrates otherwisc,

Despite the foregoing, the Company assumes that the credit risk on a financial instrument has not increased
significantly since initial recognition if the financial instrument is determinced to have low credit risk at the
reporting date. A financial instrument is determined to have low credit risk if:

the financial instrument has a low risk of default; .
the debior has a strong capacity to meet its contractual cash flow obligations in the near term; and
adversc changes in economic and busincss conditions in the longer term may, but will not necessarily,
reduce the abllm' of the borrower (o fulfil its conlractual cash flow obligations.

W N -

The Company COnSIdCI‘S a financial asset to have low crcdll risk when the asset has external credit rating of

‘investment grade’ in accordance with the globally understood definition or if an external rating is not
available, the asset has an internal rating of ‘performing’. Performing means that the counterparty has a strong
financial position and there is no past duc amounts.

The Company regularly monitors the cflectiveness of the criteria used o identify whether therc has been a
significant incrcase in credit risk and revises them as appropriate to ensure that the critcria are capable of
identifying significant increase in credit risk before the amount becomes past due.

(i) Deﬁm’n’on of default

The Company considers the following as constituting an event of default for internal credit risk management
purposes as historical experience indicates that financial assets that mee either of the following criteria are
generally not recoverable:

e when there is a breach of financial covenants by the debtor; or

e information developed internalty or oblained from external sources indicates that the debtor is unlikely to

pay its creditors, including the Company, in full (without taking into account any collateral held by the
Company). .

Irrespective of the above analysis, the Company considers that default has occurred when a (inancial asset is
more than 90 days past duc unless the Company has reasonable and supportable information 1o demonstrate
that a more lagging default criterion is more appropriate.
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)
u) Financial instruments (continued)
(iii) Credit-impaired ﬁnbncial assels

A financial asset is credit-impaired when one or morc cvents that have a detrimental impact on the estimaled
future cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired
includes observable data about the following events:

significant financial difficulty of the issuer or the borrower;

a breach of contract, such as a default or past due cvent (scc (i) above);

the lender(s) of the borrower, for economic or contractual reasons relating o the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not othenwise consider;
4. itis becoming probable that the borrower will enter bankruptey or other financial reorganisation; or

5. the disappearance of an active market for that financial assct because of (inancial difficultics.

(iv) Write-off policy

The Company writes ofl' a financial assct when there is information indicating that the debtor is in scvere
financial difficulty and there is no realistic prospect of recovery, c.g. when the debtor has been placed under
liquidation or has entered into bankruptcy proccedings, or in the casc of trade debtors, when the amounts are
over two ycars past due, whichever occurs sooncr. Financial assets written off may still be subject to
enforcement activities under the Company’s recovery procedures, taking inio account legal advice where
appropriatc. Any rccoveries made are recognised in profit or loss. '

L~

-

(v) Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e.
the magnitude of the loss il there is a default) and the exposure at default. The assessment of the probability of’
default and loss given default is based on historical data adjusted by forward-looking information as described
above. As for the exposure at default, for financial assets, this is represented by the asscts® gross carrying:
amount at the reporting date.

For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows
that are due to the Company in accordance with the contract and all the cash Nows that the Company expects
10 receive, discounted at the original effective interest rate.

If the Company has mcasured the loss allowance for a financial instrument at an amount equal to lifctime ECL
in the previous reporting period, but determines at the current reporting date that the conditions for lifetime
ECL are no longer met, the Company measures the loss allowance at an amount equal to 12-month ECL at lhe
current reporting date, except for assets for which simplified approach was used.

The Company recognises an impairment gain or loss in prolit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account and does nol reduce the
carrying amount of the financial assct in the balance shect.

Derecognition of financial assets

The Company dcrecogniscs a financial asset only when the contractual rights to the cash flows from the assct
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another cntity. 1 the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues (o control the transferred asset, the Company recogniscs its retained interest in the asset and an
associated liability for amounts it may have to pay. I the Company rctains substantially all the risks and rewards
of ownership of a transferred financial asset, the Company continues 10 recognise the financial assct and also
recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial assct measured at amontised cost, the difference between the assel’s carrying
amoumt and the sum of the consideration received and receivable is recognised in profit or loss.
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2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
u) Financial instruments (continued)

Financial liabilities and equity

Classification as debt or equity

Debt and cquity instruments are classified as cither financial liabilitics or as cquity in accordancc with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

Equity instruments

An cquity instrument is any contract that cvidences a residual interest in the assets of an entity after deducting
all of its liabilitics, Equity instruments issued by the Company are recognised at the proceeds received, net of
direct issue cosls.

" Repurchase of the Company®s own cquity instruments is recognised and deducted directly in equity. No gain

or loss is recognised in profit or loss on the purchase, sale, issuc or cancellation of the Company’s own equity
instruments. .

Financial linbilities

All financial liabilitics arc measured subsequently at amortised cost using lhc effective intcrest method or at
FVTPL.

Financial liabilities at FVTPL

Financial liabilitics are classified as at FVTPL, when the financial liability is (i) held for trading or (ii) it is
designated as at FVTPL.

A financial liability is classificd as held for tr:;ding if:

e it has been acquired principally for the purposc of repurchasing it in the ncar term; or

e on initial recognition it is part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattern of shon-term profit-taking; or

+ itis aderivative, except for a derivative that is a financial guaranlcc contract or a designated and effective
hedging instrument.

A financial liability otherthan a financial liability held for trading may be designated as at FVTPL upon initial
recognition if: .

o such designation climinates or significanly reduccs a measurement ot recognition inconsistency lhal
would otherwise arise; or

* the financial liability forms part of a group of inancial assets or financial liabilitics or both, which is
managed and its performance is evaluated on a fair valuc basis, in accordancce with the Company’s
documented risk management or investment strategy, and information about the grouping is provided
internally on that basis; or

e it forms part of a contract containing onc or more embedded derivatives, and IFRS 9 permits the entire
combined contract (o be designated as at FVTPL.

Financial liabilities at FVTPL are measured at fair value, with any gams or losses arising on changes in fair
value recogniscd in profit or loss.

Financial liabilities measured subsequently at amortised cost

Financial liabilitics that are not (i) held-for-trading, or (ii) designated as at FVTPL, are measured subsequently
at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and points paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life of the
financial liability, or (whcere appropriatc) a shorter period, to the amortised cost of a financial liability.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obllgatlons arc
discharged, cancclled or they expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Company’s accounting policies, which arc described in note 2, the dircctors are requircd '
1o make judgements, estimates and assumptions about the carrying amounts of asscts and liabilitics that are not
readily apparent from other sources. The estimates and associated assumptions arc basced on historical experience
and other factors that arc considered to be relevant. Actual resulis may differ from these estimates.

The cstimates and underlying assumptions arc reviewed on an on-going basis. Revisions to accounting estimaices
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the
period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the Company’s accounting policies |

The following are the critical judgements, apart from those involving cstimations (which are dealt with
separately bclow), that the directors have made in the process of applying the Company’s accounting policies
and that have the most significant effect on the amounts recognised in the financial statcments.

Revenue I'L’COgIHII(Hl

The companvs income principally rcprcscnts the provision and installation of tracking devucce and monitoring
services of flect tracking devices. All services are deemed to be interrelated and therefore the revenue for a
contract is bundled together and recognised on a straight-line basis over the stated term of the subscription.

In making its judgement, management considered the detailed criteria for the recognition ol revenue from the
provision ol services sct out in IFRS 15 Revenue from Contracis with Customers and, in particular, what the
company’s service obligation is.

Capitalisation of development costs

As described in note 2, the company capilaliscs development costs which mcet certain recognition criteria, in
accordance with 1AS 38 ‘Intangible assets’. In making its judgement, management has considered the detailed )
criteria for recognition and concluded that devclopment costs in the current year met the criteria for
capitalisation, and so werc recognised on the balance sheet. During the ycar, management deiermined that
development cosls amounting to £4,687k (2018: £5,893k) met the criteria for capitalisation; this requires a
degrec of judgement, particularly in respect of the technical feasibility criteria.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the baiance sheet
date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
wnhln the next financial year, are discussed bclow.

Deprec«man of customer equipment

All ficet tracking devices are depreciated on a straight-line basis over 48 months despite the length of the
subscription contract as this is best estimate of the average time a tracking device is installed on a vehicle and is
based on historical customer behaviour and device reliability.

Impairment of intangible assets

Impairment s reviewed by examining the future commerciality of the developmenis that have been capitalised
to consider whether the carrying value is still appropriate. Management assessed the recoverability of its
internally-gencrated intangible asscts, the various projects continue to progress in a very satisfactory manncr,
and management is confident that the carrying amount of the assets will be recovered in full.
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4. TURNOVER

An analysis of the Company’s turnover is as follows:

2019 2018
£000 £°000

Continuing operations .
_Sales of goods 27,634 29,212
27,654 29.212

All wrnover in the current year was derived from the Company’s principal activity. All revenues are gencrated
within the UK and Iretand.

5. LOSS FOR THE YEAR
LLoss for the year has been arrived at afier charging / (crediting): ‘
' 2019 2018

£000 £000
Staff costs (note 7) 9,417 10,284
Amortisation of internally-gencrated intangible assets included in other operating : _
expenscs 5,000 4,315
Resecarch and development costs 4,803 2,987
Depreciation of in-vehicle equipment 2,528 2,641
Write-ofT of customer cquipment 1,707 1,428
Depreciation of other fixed assets o 561 531
Impairment of land & buildings - 463 -
Forcign cxchange loss 531 45

6. AUDITOR’S REMUNERATION

Fees payable to the Company’s auditor for the audit of the Company’s annual financial statements werc
£120,000 (2018: £120,000).
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7. STAFF COSTS
The average monthly number of employees (including exccutive directors) was:

Sales and marketing
Management and administration
Opcrations

Research and development

Their aggregate remuneration comprised:

Wages and salaries

Social security costs

Other pension costs
Capitalised development costs

8. EXCEPTIONAL ITEMS

Transaction costs

Restructuring costs

Development costs write off
Losses on disposal of icgacy ERP

2019 2018
Number Number
49 55
33 32
47 49
79 73
209 209
2019 2018
£°000 £°000
12.343 13,294
1.157 1,244
279 246
(4,433) . (4.500)
9417 10,284
2019 2018
£'000 _£°000
5,588 -
599 122
- 353
- 138
6,187 613

The transaction costs are directly related 10 the Michelin acquisition. The Company has also continued to
restructure the business as part of its process transformation initiative. This has resulted in exceptional costs

related to the implementation ol this transformation.

In 2018 the Group decided 1o stop development on one of its products which had not been as successful as

planned. The costs written off represent the expenditure on this product in 2016.

In 2017 the ERP system was replaced resulting in a loss on disposal of the legacy system.

9. INTEREST RECEIVABLE AND SIMILAR INCOME

Interest receivable from group undertakings

2019
£'000

2018
£°000
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10. INTEREST PAYABLE AND SIMILAR CHARGES

Financing costs of assigning dcbts to finance companics
Interest payable to group undertakings '

11. TAX

Corporation tax:

UK corporation tax currcnt ycar
Adjustment in respect of prior vears
Total current tax

Deferred tax (note 18)

2019 2018
£'000 £'000
19 16
2,865 3,306
2,884 3,322

2019 2018
£'000 £'000
80 124

80 124

80 (24

Corporation tax is calculated at the blended standard rate of 19% (2018: 19%) of the estimatcd taxable loss for

the period.

Loss before 1ax on continuing opcrations

T'ax credit on loss at biended standard rate of 19% (2017: 19.2%)

Tax effect of expenscs that are not deductible in determining taxable profit
Deferred tax movemem not recognised )

Tax losscs not recognised .

Impact of rate differences in deferred and current tax

RDEC tax charge

Fixed assct differences

R&D expenditure credits

Group relicf surrendered

Tax expense for the period

2019 2018
£'000 £'000
(12,982) (5.426)
(2,467) (960)
24 202
1,274 (278)
) 760

150 277
80 123

" o

" ;
997 ;
80 124

In recent years the UK Government has steadily reduced the rate of UK corporation tax, with the latest rates
substantively enacied by the balance sheet date being 19% effective from | April 2017 and 17% cffective from
I April 2020. The closing deferred tax asscts and liabilities have been calculated at 17%, on the basis that this is -
the substantive enacted rate at which those assets and liabilities are expected to unwind. Post year end, the raic

effective from | April 2020 was revised to 19%.
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12.  INTANGIBLE FIXED ASSETS

Developmént

costs
£°000
Cost a ' : '
At | January 2019 ) . 26,843
Additions . ; 4.687
At 31 December 2019 : : 31,530
Amortisation
At 1 January 2019 . ’ 15,289
Charge for the year 5.000
At 31 December 2019 ’ 20,289
Carrying amount
At 31 December 2019 ) 11,241
AL 31 December 2018 . . . T 11,554

The amortisation period for development costs incurred on the Company’s development is 4 years.
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13.

14.

TANGIBLE FIXED ASSETS

Freehold

land and Computer Customer Fixtures

buildings equipment equipment  and fittings Total

£°000 £°000 £000 - £°000 £°000

Cost !
At | January 2019 3.932 2.889 9.219 374 ‘ 16414
Additions - 336 5,3(?4 240 5.880
Disposals . (174) (4.872) (186) (5.,232)
At 31 December 2019 3,932 3.051 9.651 428 16,597
Depreciation
At 1 January 2018 690 1,028 4,619 279 6.616
Charge for the ycar 38 452 2,528 b | 3.089
Disposals - (174) (3.163) (186) (3.525)
Impairment 465 - .- - 465
At 31 December 2019 1,213 1,306 3.982 144 6.180
Carrying amount :
At 31 December 2019 2.719 1.745 5.669 284 10.417
AL3) December 2018 3,242 1.861 4,600 95 9.798

All land and buildings are held on a frechold basis. Related party borrowings to which the land and buildings
had been pledged as security were repaid in 2019 and the pledge was released.

Right-of-use computer equipment assets

The Company’s obligations under leases (sce note 17) are secured by the lessors” title to the leased assets, which
have an original cost of £385k (2018: £239k) and a carrying amount of £201k (2018: £118k). These arc presented
in computer cquipment above. Additions of leased asscts in the vear totalled £845k. The depreciation in the
year on the Icascd asscts was £62k (2018: £170k).

STOCKS
2019 2018
£'000 £'000
Finished goods 434 207

The directors consider the carrying value to approximate to the replacement cost.
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15. DEBTORS

2019 2018
£°000 £°000
Amounts falling due within one year:
Amount receivable for rendering of services . 2,699 2,515
Allowance for doubtful debts (527) (85)
2,172 2,430
Amounts owed by group undcriakings - 6.889 7.964
Customer financing reccivables . 11 54
Other debtors and accrued income 2,337 2,347
11,409

12,795

The amounts owed by group underiakings is unsecured and payable on demand. The interest rate payable is
bascd on the weighted cost of group debt facilities. In 2019 this was 4.60% rcducing to 3.13% (2018: 4.67%).

16. TRADE AND OTHER PAYABLES

2019 2018

£000 £000

Trade creditors and accruals ‘ . 5.246 5.81)
Other tax and social security . 842 799
Obligations under short term lecases (notc 17) 84 40
Amounts owed o group undcrtakings ) 95.214 83.387
101,386 90,037

The amounts owed 1o group undertakings is unsecured and payablc on demand. The intercst rate payable is based

on the weighted cost of group debt facilities. In 2019 this was 4.60% reducing to 3.13% (2018: 4.67%).
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17. LEASE LIABILITIES

Obligations under leases:
Within one year
In the second to fifth ycars inclusive

lLess: future finance charges

Present value of lease obligations

" Obligations under leases:
Within one year
In the second to fifth years inclusive

Present value of lease obligations

Analysed as:

Amounts due for sctticment within 12 months (shown
under current liabilitics)

Amounts duc for scttlement afier 12 months

Minimum lease payments

2019 2018
£°000 £'000
91 42
93 67,
184 . 109
(10 3)
174 106

Present value of
minimum lease payments

2019 2018
£'000 £'000
84 40

90 66
174 106
84 - 40

90 66
174 . 106

The average lcase term is 3.0 years (2018: 3.0 vears). For the year ended 31 December 2019, the average
cffective borrowing rate was 5.92% (2018: 5.92%). Interest rates are fixed at the contract date. All leascs are on
a fixed rcpayment basis and no arrangements have been entered into for contingent rental payments.

All leasc obligations are denominated in sterling. The fair value of the Company’s Icasc obligations is

approximately cqual (o their carrying amount.
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18. DEFERRED TAX
The amounts of deferred tax asscts provided for arc as follows:
2019 2018
£°000 £°000
Deferred lax assels - -
The amounts of delerred tax assets not recognised are as follows:
2019 2018
£'000 £'000
" Deferred 1ax assets nol recognised ' ) 8.620 7.274

20.

At the balance sheet date, the Company has unused tax losses of £50,036k (2018: £42,789%) available for offset
against future profits. No dcferred tax asset has been recognised as it is not considered probable that that there
will be sufficicnt profits available in the foresecable future.

The 1ax losses are recoverable against future trading profits from the same tradcs.

SHARE CAPITAL AND RESERVES

Authorised: ‘
1 million ordinary shares of £1 cach ' 1,000,000

Issued and fully paid:
I ordinary share of £1 ' 1

The Company has onc class of ordinary shares which carrics no right to fixed income.

The profit and loss account represent cumulative profits or losses, net of dividends paid and other adjustments.

DIRECTORS’ REMUNERATION

. : . 2019 2018

Directors’ remuneration £°000 £'000
Emoluments 224 287
224 287

Mr Souici and Mr Dimenna who were direclors of the Company during the year, received remuncration from
another group company for services to the group as a whole.

The remuneration of the highe§l paid- dircctor for the year was £224k (2018: £287k).
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21,

22,

23

24,

GUARANTEES

On May 22 2019 all debts and liabilitics with third party lenders were repaid and any obligations were
unconditionally waived, discharged and relcased.

Uniil this date there was a compasite Company limited multilateral guaranice with other group undertakings in
respect of group borrowings which were secured by a fixed and floating charge over the asscts of the Company.
The net borrowings of the other group undenakings subjcct 1o this' guarantee at 31 December 2018 were
£78.168k.

RELATED PARTY TRANSACTIONS

The Company is exempt, under FRS 101, from the requirement of paragraphs 17 and |8A of IAS 24 Related Party
Disclosures, to disclose transactions with other wholly owned members of the group headed by Compagnic
Générale des IEiablissements Michelin SCA. The consolidated accounts of Compagnie Générale des

Etablissements Michclin SCA arc publically available.

CONTROLLING PARTY

Mastemnaut Holdings Limited, whose registered address is 18 Oxford Road, Marlow, Buckinghamshirc, SL7 2NL,
owns the entire issued share capital of the Company.

Masternaut Bideo Limited is the Company’s ultimate holding company whose registered oflice is 1 Eversholt Street,
Eversholt Street, London, England, NW1 2DN.

As at 31 December 2019, the ultimate controiling party was Compagnie Générale des Etablissements Michelin
SCA (“Michelin™). incorporated in France, registered at 23, Place des Carmes, Dechaux, CEDIEX 9, 63040,
Clermont Ferrand, France. Michclin owns 100% of the voting share capital of Masternaut Bidco Limited, the
Company’s ultimate parent company.

The largest group in which the results of the Company arc consolidated is that headed by Compagnic Générale des
Etablissements Michelin SCA. The consolidated accounts are publicly available and also may be obtained from the
stated address above.

POST BALANCE SHEET EVENTS

The appearance of the Coronavirus COVID19 in China in December 2019 and its global expansion in 2020, led 10
the World Health Organisation in March 2020 to classify the virus as a pandemic. The Company is taking all the
necessary measures required to safeguard the health of its employccs. The spread of the Coronavirus is being
continuingly monitored and the Company is taking all the actions required to minimise the impact of this pandemic
on its operations and its financial statements as well as to manage its liquidity risk. The Company has the financing
and support in place from Michelin to deal with the uncertainty surrounding the crisis. The Company*s tumover
growth has been impacied by the restrictions the government imposed and the-recovery will largely depend on how
the UK manages the pandemic in the coming months but costs have been controlled to oftset any negative impact on
the financial statements. Although it is not possible to anticipate nor-assess whether this situation will continue
and to what extent in the future, the current risk o the Company is low due 10 its diverse customer basce and
the financing and support in place from Michelin.
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