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Strategic report |

Principal activities and business review

The directors present their strategic report for the year ended 31 December 2022.

Telespazio UK Limited (“the company™) is a wholly owned subsidiary of Telespazio SpA. The
company and its subsidiary (together “the group”) provide engineering, operations, consultancy,
programme and project support services and software and systems-based solutions in the UK and
European Union to institutional, commercial, defence, space and export markets, including:

© Ground Systems, Software Applications and Services for Earth Observation, Telecommunication,
Navigation and Scientific Space Missions

¢ Geo Information Systems, Applications and Services

* Simulations and Modelling

¢ Training Solutions

At the start of the year, the company novated its contracts with the European Space Agency (ESA) for

the supply of payroll services into the Netherlands. This meant that 25 staff members previous

employed by the company in the Netherlands joined our sister company, Telespazio Belgium SRL, in

. a move that created a stronger presence in ESA’s European Space Research and Technology Centre

(ESTEC) facility. This resulted in a decrease in the group’s revenue of approximately £3,000,000 per

annum plus the associated profit contribution.

The group’s core Satellite Systems & Operations Line of Business (LoB) saw successful contract
extensions within the Climate and Frame sectors of the business in 2022:

e The company was successful in the extension of the ESA Quality Assurance 4 Earth Observation
contract which has been the foundation of the company’s position as one of Europe’s leading
specialists in earth observation quality assurance.

e The company secured a further 2-year extension of the ESA Science Operations Frame programme,
a service-based delivery managed through the UK operation and delivered by our Spanish
subsidiary, Telespazio UK SL. This continues the company’s successful legacy in providing frame
related operations into ESA’s science directorate in Spain.

2022 saw success within the Geo-Information LoB with strategically important multi-year contracts
secured with the UK MoD (commercial imagery) and the Government’s Defra agency (the third
iteration of the agency’s Data Service Platform). Whilst both contracts were keenly contested at bid
stage, these wins were as a result of effective intergroup and external partnering when bidding,
together with strong customer focused solutions being offered. In addition, both contracts were the
company’s first direct wins with UK Government agencies and create a solid platform for future
government engagement. The directors consider that continued efforts in this area, together with the
support of the wider Telespazio Group’s Geo-Information LoB, will bring increased growth in this
sector in future years.

The continued impact of post-Brexit/COVID on the UK participation in certain European Programs,
delays in UK sovereign programs and availability of technically skilled staff meant that the group
finished the year below the budgeted expectation. Despite a strong performance over previous years
in the climate sector, the key delta resulted from UK companies being excluded from the Copernicus
Program. Overall, the group continued to deliver on its contractual obligations to a high level of
customer satisfaction. )
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Strategic report (continued)

Despite the revenue generation challenges, the group continued with its strategy to set a firm platform
for wider co-operation with both the Telespazio Group’s capability and that of the Space Alliance,
being its market interactions with Thales Alenia Space and the wider Telespazio Group. The directors
believe this will broaden the group’s market penetration into larger national government and military
programmes and align its activities with the UK government and the UK Space Agency’s Innovation
and Growth Strategy, which is for UK companies to achieve 10% of the global space market by 2030.

In line with the company’s growth and investment strategy, on 2 November 2023 Telespazio UK
acquired 100% of the shares in e2E Engineering Limited, a leading UK independent space systems
engineering and consultancy group. This acquisition enables the company help realise the goals of
the UK National Space Strategy, from both a civil and defence perspective. The addition of deep
satellite communications engineering expertise from e2E provides Telespazio UK with enhanced
capability in the delivery of space-enabled services, while e2E’s strong heritage working with defence
and commercial customers complements Telespazio UK’s lengthy experience working with
institutional customers for more than 45 years.

Key Performance Indicators (“KPIs”)
Revenue for the year was £18,838,000 (2021: £20,795,000) and profit decreased from £313,000 for
the year ended 31 December 2021 to a loss of £609,000 for the year ended 31 December 2022.

The group achieved order intake in 2022 of £41,667,000 (2021: £20,019,000).

Principal risks and uncertainties
The group’s approach to managing the various risks and uncertainties that it faces is described in note
23: Financial risk management objectives and policies.

Additionally, the group makes substantial investments in enhancing existing services and introducing
new services. If new services or enhancements are introduced which do not meet customer
requirements or competitors introduce a rival service which better meets the requirements of the
market, this may have a material impact on the company’s long term revenue and profit. The group
aims to mitigate and manage any risk by analysing the requirements of both its existing clients and the
wider target market and then matching the available inhouse capability and the wider group
capability/product offering to market needs. '

The group can also be subject to significant variations and costs attributable to individual service lines
and markets as a result of the timing and quantum of orders, the impact of new service lines and the
applicable legislative and regulatory framework. In order to mitigate and control costs in relation to
timings of orders the group is able to focus either on the internal investment or sell any spare capacity
to other group companies.
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’

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31
December 2022.

The principal activities and business review; principal risks and uncertainties; and key performance
indicators are contained within the strategic report on pages 3 and 4 in accordance with Section
414C(11) of the Companies Act 2006. :

Results and dividends
The 2022 financial results of the group show a loss of £609,000 (2021: £313,000) and are set out in
the income statement on page 13.

The company paid no dividend in the year (2021: £500 000) The board of directors agreed a dividend
payment to the parent company of £225,000.

Subsequent events
On 2 November 2023 the company acquired the share capital of e2E Engineering Ltd and its
subsidiaries for a total investment cost of £13,717,000.

- Going concern

On the basis of current financial projections and facilities available for the period to 31 March 2025, the
directors consider that the group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis in preparmg the
ﬁnanmal statements.

The group has available financial resources together with long-standing relationships with key
customers and suppliers across different geographic areas. The group5s forecasts and projections,
taking account of potential and realistic changes in trading performance, indicate that the group is able
to operate within the level of facilities in place. As a consequence, the directors believe that the group
is well-placed to manage its business risks successfully, despite the uncertainties inherent in the current
economic outlook. In reaching their conclusions, the directors have performed scenario analysis
considering severe but plausible downside scenarios, driven by a slowdown in delivery and the
potential reduction in new orders. In assessing these scenarios, the.directors have considered:

o The receipt of notifications from key customers stating that the group must continue to deliver on
their contractual obligations, despite the COVID-19 pandemic;

» ‘How supplies may be impacted and considered various mitigation measures that could be taken on
key contracts; and

o The availability of funds pooled with Leonardo SpA.

A key assumption in these conclusions is access to cash and funds that have been pooled with
Leonardo SpA, the ultimate parent company. The group has sufficient reserves but the majority of the
cash generated by the group is pooled in a group wide pooling arrangement. The pooling
documentation confirms that the group has a legal right to access the pooled cash as required. The
directors have also considered the financial position of Leonardo SpA and concluded that the ultimate
parent company has sufficient liquidity to provide the group with its pooled funds if required.
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Directors’ report (continued)

Directors

The current members of the board and those who served during the year and subsequent to the year end
were: ]

Mark Hewer resigned 19 January 2024

Patrick Lacey

Norman Bone resigned 5 December 2022

Giuseppe Aridon

Jean Marc Gardin

Adrian Weir appointed 24 January 2023

Employee involvement

The Group organises staff communications both centrally and locally. The media used for centrally
organised communications include the group intranet, staff bulletins, presentations and copies of press
releases. At a local level, regular staff meetings are held and notices are published containing information
about matters of interest within the group.

Discrimination

The policy of the group is to offer the same opportunity to all suitably qualified people in respect of recruitment
and career advancement, provided they are able to carry out their required duties. Employees who become
disabled will, wherever possible, be retained, rehabilitated and where necessary retrained.

Environment

The group has an Environmental Policy which is designed to foster a positive attitude towards the
environment and to raise the awareness of staff to good environmental practices. Whilst recognising that
the group’s operations themselves have limited environmental impact, the group has implemented an
Environmental Management System. In conjunction with the parent company, Telespazio SpA, a number
of initiatives including recycling schemes, light efficiency schemes and video conferencing are in place.
We continue to closely monitor consumption and waste, reducing these where practicable. We aim to be
within the benchmark figures issued by DEFRA.

Directors’ indemnities
The group maintains liability insurance for its directors and officers.

Political donations
The group made no political contributions during the year (2021: none).
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Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they
are each aware, there is no relevant audit information of which the company’s auditor is unaware; and
each director has taken all the steps that he ought to have taken as director to make himself aware of any
relevant audit information and to establish that the company’s auditor is aware of that information.

Independent auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
‘Ernst & Young LLP will therefore continue in office.

By order of the Board

Patrick Lacey
Director

350 Capability Green
Luton

LU1 3PG

6 March 2024
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Statement of directors’ responsibilities in respect of the annual report and
the financial statements ' ‘

The directors are responsible for preparing the annual report and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law they have elected to prepare the group and parent company financial statements in accordance
with UK adopted International Accounting Standards.

Under company law the directors must not approve the financial statements unless they are satisfied
that they give a true and fair view of the state of affairs of the group and the company and of the profit
or loss of the group and the company for that period. In preparing these financial statements, the
directors are required to:

o select suitable accounting policies and then apply them consistently;
¢ make judgements and estimates that are reasonable, relevant and reliable;

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

_®» use the going concern basis of accounting unless they either intend to liquidate the company or to
cease operations or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s and the group’s transactions and disclose with reasonable accuracy at any time
the financial position of the company and the group and enable them to ensure that the financial
statements comply with the Companies Act 2006. They are responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error, and have general responsibility. for taking such steps as
are reasonably open to them to safeguard the assets of the company and the group and to prevent and
detect fraud and other irregularities.
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Independent auditor’s report to the members of Telespazio UK Limited
Opinion

We have audited the financial statements of Telespazio UK Limited (‘the parent company”) and its
subsidiary (the ‘group’) for the year ended 31 December 2022 which comprise the consolidated
statement of total comprehensive income, the statements of financial position, the consolidated
statement of changes in equity, the statements of cash flows and the related notes 1 to 26, including a
summary of significant accounting policies. The financial reporting framework that has been applied
in their preparation is applicable law and UK adopted International Accounting Standards and as

regards the parent company financial statements, as applied in accordance with section 408 of the
Companies Act 2006. ‘

In our opinion:’

e the financial statements give a true and fair view of the group’s and of the parent company’sv
affairs as at 31 December 2022 and of the group’s loss for the year then ended;

e the group financial statements have been properly prepared in accordance with UK adopted
International Accounting Standards;

e the parent company financial statements have been properly prepared in accordance with UK
adopted International Accounting Standards as applied in accordance with section 408 of the
Companies Act 2006; and

e the financial statements 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 group 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.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern
basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the group and
parent company’s ability to continue as a going concern for a period to 31 March 2025.

Our responsibilities and the responsibilities of the directors with respect to going concern are described
in the relevant sections of this report. However, because not all future events or conditions can be
predicted, this statement is not a guarantee as to the group’s ability to continue as a going concern.
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Independent auditor’s report to the members of Telespazio UK Limited
(continued)

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information
contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

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
course of 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 this gives
rise to a material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of the 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:

e the information given in the strategic report and the directors’ report for the financial year for
which the financial statements are prepared is consistent with the financial statements; and

- o the strategic report and the directors’ report have been prepared in accordance with applicable
legal requirements. -

Matters on which we are required to report by exception

In the 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 directors’ 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 :

o the parent company financial statements are not in agreement with the accounting records and
returns; or

o certain disclosures of directors’ remuneration specified by law are not made; or

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

'

10
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Independent auditor’s report to the members of Telespazio UK Limited
(continued) ‘ ‘

Responsibilities of directors

As explained more fully in the statement of directors’ responsibilities set out on page 8, 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 directors determine 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 directors are responsible for assessing the group’s and the,
‘parent 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 directors either intend to
liquidate the group or the parent 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.

Explanation as to what extent the audit was considered capable of detecting irregularities, including
fraud ) :

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect irregularities, including fraud.
The risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting
one resulting from error, as fraud may involve deliberate concealment by, for example, forgery or
intentional misrepresentations, or through collusion. The extent to which our procedures are capable
of detecting irregularities, including fraud, is detailed below. However, the primary responsibility for
the prevention and detection of fraud rests with both those charged with governance of the entity and
management.

e We obtained an understanding of the legal and regulatory frameworks that are applicable to the
company and determined that the most significant are those that relate to the reporting framework,
applicable law and UK adopted International Accounting Standards and the relevant UK tax
compliance regulations, principally relating to those issued by HMRC. In addition, we concluded
that there are certain significant laws and regulations which have an effect on the determination of
the amounts and disclosures in the financial statements being the General Data Protection
Regulation and those laws and regulations relating to health and safety and employee matters.

e We understood how the group is complying with those frameworks by making enquiries of those
charged with governance and management, including those responsible for legal and compliance
matters. We corroborated our enquiries through reading board minutes and by understanding the
entity level controls implemented by those charged with governance.

e We assessed the susceptibility of the company’s financial statements to material misstatement,
including how fraud might occur by meeting with management to understand where it considered
there to be susceptibility to fraud. We also considered where the significant estimates and
judgements are in the financial statements. We assessed the programmes and controls that those
charged with governance have established to address the risks identified, or that otherwise prevent,
deter or detect fraud and how management monitors those programmes and controls. Where the
risk was considered to be higher, we performed audit procedures to address each identified fraud
risk to provide reasonable assurance that the financial statements were free from fraud or error.

11
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Independent auditor’s report to the members of Telespazio UK Limited
(continued)

Based on this understanding we designed our audit procedures to identify non-compliance with such
laws and regulations. Our procedures included enquiries of those charged with governance,
management and legal counsel; and journal entry testing with a focus on manual journals and unusual
transactions based on our understanding the business.

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

Use of our report

This report is made solely to the company’s members, as a body, in accordance with 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.

DocuSigned by:

s

| ewdt & (/{ouw() Up

46D61DSCE0704D0...

JI Gordon (Senior statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
London

6 March 2024
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Group statement of total comprehensive income
For the year ended 31 December 2022

Note 2022 2021
£000 £000
Continuing operations _
Revenue 3 18,838 20,795
Other operating income 10 966 761
“Cost of services recognised as an expense (12,477) (10,699)
Employee benefits expense 7 (7,879) (9,945)
Depreciation and amortisation 13,14 (294) (276)
Other operating expenses @) (61)
Finance costs A 8 - (178)
Finance income 9 162 -
(Loss)/profit before taxation (691) 397
Income tax credit/(expense) 11 82 (84)
(Loss)/profit for the year from continuing (609) 313
operations '
. Other comprehensive income/(loss)
Currency translation gain/(loss) 157 (191)
Total comprehensive (loss)/income for the year (452) 122

13
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Statement of financial position
For the year ended 31 December 2022

Group Company
Note 2022 2021 2022 2021
£000 . £000 £000 £000
Non-current assets
Property, plant and 13 246 214 246 214
equipment ;
Intangible assets 14 10,456 10,456 - 10,456 . 10,456
Investments in 15 - - 1,100 1,100
subsidiaries
Right-of-use assets 16 - - - -
Trade and other 12 733 452 733 452
receivables
11,435 11,122 12,535 12,222
Current assets
Trade and other 17 6,756 6,014 7,053 5,907
receivables
Other current financial 24 5,326 6,860 5,326 6,860
assets '
Cash and cash 18 200 570 194 563
equivalents
12,282 13,444 -~ 12,573 13,330
Total assets 23,717 24,566 25,108 25,552
Equity
Issued share capital 19 14,400 14,400 14,400 14,400
Retained earnings 2,180 3,014 153 1,076
Foreign currency (64) (221) - -
translation reserve
Total equity 16,516 17,193 14,553 15,476
Current liabilities
Trade and other payables 21 7,144 7,365 10,511 10,068
Income tax payable 57 8 44 8
Total liabilities 7,201 7,373 10,555 10,076
Total equity and 23,717 24,566 25,108 25,552
liabilities

The financial statements on pages 17 to 42 were approved by the board of directors on 6 March 2024 and were
signed on its behalf by:

P e

i

Patrick Lacey
Director

Company registered number: 07420777
The notes on pages 17 to 42 form part of these financial statements.
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Statements of changes in equity
For the year ended 31 December 2022

- Group
Attributable to the equity owners of the parent
Issued Retained Foreign currency Total equity
share earnings translation reserve
capital
£000 £000 £000 £000
As at 1 January 2021 14,400 3,201 30) 17,571
Profit for the period - 313 - 313
Other comprehensive loss - - (191) (191)
Total comprehensive income - 313 (191) 122
Dividends - (500) - (500)
As at 31 December 2021 14,400 3,014 (221) 17,193
Loss for the period ' - (609) - (609)
Other comprehensive income - - 157 157
Total comprehensive loss - (609) 157 452)
Dividends - (225) - (225)
As at 31 December 2022 14,400 2,180 (64) 16,516
Company
Issued Retained ' Total equity
share earnings
capital
£000 £000 £000
As at 1 January 2021 14,400 1,351 15,751
Profit for the period - 225 225
Total comprehensive-income - 225 225
Dividends - (500) (500)
As at 31 December 2021 14,400 1,076 - 15,476
Loss for the period . - (698) (698)
Total comprehensive loss - (698) (698)
Dividends - (225) (225)
As at 31 December 2022 14,400 153 14,553

15



Statement of cash flows
For the year ended 31 December 2022

Group Company
Note 2022 2021 2022 2021

£000  £000 £000 £000
Operational activities .
(Loss)/profit before tax (691) 397 (809) 278
Adjustments to reconcile profit before tax to-
net cash flows from operating activities:
‘Depreciation and impairment of property, plant 13/16 84 84 84 84
and equipment and right-of-use assets ‘
Amortisation and impairment of intangible : 14 210 226 210 226
assets
Finance income 9 (162) - (162) -
Finance costs 8 - 178 - 178
Working capital changes:
(Increase)/decrease in trade and other 12/17 (2,229) 4,092 (2,633) 4,627
receivables ‘
Decrease in trade and other payables 21 (410) (2,180) 254  (2,358)
Income tax (received/(paid)) 11 1,301 (163) 1,317 (30)
Net cash flows from operating activities C(1,897) 2,634 (1,739) 3,005
Investing activities
Purchase of property, plant and equipment 13 (116)  (150) (116) (150)
Development expenditure 14 (210)  (180) (210) (180)
Net cash flows used in investing activities (326) (330) (326) (330)
Financing activities
Increase/(decrease) in borrowings 22 1,696 (1,149) 1,696 (1,742)
Dividends paid to equity holders of the parent 20 - (500) - (500)
Net cash flows used in financing activities 1,696 (1,649) 1,696 (2,242)
Net increase in cash and cash equivalents (527) 655 (369) 433
Net foreign exchange difference ‘ 157 (221) - -
Cash and cash equivalents at 1 January : 570 136 563 130
Cash and cash equivalents at 31 December 200 570 194 563

16
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Notes to the financial statements : :

1. Authorisation of financial statements and statement of compliance with accounting
standards

Telespazio UK Limited (“the company”) is a private company, limited by shares, incorporated and
domiciled in England and Wales. The consolidated financial statements of Telespazio UK Limited and
its subsidiary, Telespazio UK SL, (collectively “the group”) for the year ended 31 December 2022 have
been prepared in accordance with UK adopted International Accounting Standards and were authorised
for issue by the board of directors on 6 March 2024 and the balance sheet was signed on behalf of the
board by Patrick Lacey.

2. Summary of significant accounting policies
Basis of preparation

These financial statements are prepared on a going concern basis, under the historical cost convention.
In preparing these financial statements, the company applies the recognition, measurement and
.disclosure requirements of International Financial Reporting Standards, but makes amendments where
necessary in order to comply with the Companies Act 2006. The company has taken the exemption
provided under Section 408 of the Companies Act 2006 not to publish the company income statement
and related notes. ‘

The accounting policies which follow set out those policies which apply in preparing the financial
statements for the year ended 31 December 2022 and have been applied consistently throughout the
year. The financial statements are presented in Sterling and all values are rounded to the nearest
thousand pounds (£000) except when indicated otherwise.

On the basis of current financial projections and facilities available for the period to 31 March 2025,
the directors consider that the group has adequate resources to continue in operational existence for the
foreseeable future. For this reason, they continue to adopt the going concern basis of accounting in
preparing the financial statements. '

The group has available financial resources together with long-standing relationships with key
customers and suppliers across different geographic areas. The group’s forecasts and projections, taking
account of potential and realistic changes in trading performance, indicate that the group is able to
operate within the level of facilities in place. As a consequence, the directors believe that the group is
well-placed to manage its business risks successfully, despite the uncertainties inherent in the current
economic outlook. In reaching their conclusions, the directors have performed scenario analysis
considering severe, yet plausible downside scenarios, driven by a slowdown in delivery and the
potential reduction in new orders.

In assessing these scenarios, the directors have considered the availability of funds pooled with
Telespazio SpA. The directors have confirmed that the group has a legal right to access the pooled cash
as required. The directors have also considered the financial position of Telespazio SpA and concluded
that the immediate parent company has sufficient liquidity to provide the group with its pooled funds if
required.

17
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Telespazio UK Limited
Consolidated annual report and financial statements
: , 31 December 2022
Notes to the financial statements (continued)

2. Summary of significant accounting policies (continued)

Consolidation

The consolidated financial statements include those of the company its subsidiary, each made up to 31
December 2022. Subsidiaries are fully consolidated from the date on which control is transferred to the
company. They are deconsolidated from the date that control ceases.

All intra group-group account balances, including intra-group profits, have been eliminated in preparing
the consolidated financial statements.

Foreign currency translation

The functional and presentation currency of the company is Pound Sterling. Transactions in foreign
currencies are initially recorded in the books of the company in the functional currency by applying the
spot exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date. All differences
are taken to the statement of total comprehensive income. '

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rate as at the date of the initial transaction. Non- monetary items measured at fair

. valueina foreign currency shall be translated using the exchange rates at the date when the fair value

was determined.

The net assets of subsidiaries, with a functional currency other that Sterling, are translated into Sterling
at the rate of exchange ruling at the balance sheet date. Profits and losses are translated into Sterling at
average rates of exchange during the year. The resulting exchange differences are taken directly to a
separate component of equity until all or part of the interest is sold, when the relevant portion of the
cumulative exchange differences is recognised in the statement of total comprehensive income.

Goodwill

Business combinations are accounted for using the purchase method. Any excess of the cost of the
business combination over the company’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities is recognised in the balance sheet as goodwill and is not amortised.

Following initial recognition, goodwill is stated at cost less any accumulated impairment losses.
Goodwill is reviewed for impairment at least annually and whenever events of changes in circumstances
indicated that the carrying value may be impaired.

For the purpose of impairment testing, goodwill is allocated to the related cash-generating units
monitored by management. Impairment is determined by assessing the recoverable amount of the cash-
generating unit, to which the goodwill relates. Where the recoverable amount of the cash-generating
unit is less than the carrying amount, including goodwill, an impairment loss is recognised in the income
statement.

On subsequent disposal or termination of a business, the profit or loss on disposal or termination is
calculated after charging the unimpaired amount of any related goodwill.
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2. Summary of significant accounting policies (continued)
Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated depreciation and accumulated
impairment losses. Depreciation is provided on all property, plant and equipment at rates calculated to
write off the cost, less estimated residual value based on prices prevailing at the balance sheet date, of
each asset evenly over its expected useful life as follows:

e Office equipment — 4 years

The carrying values of property, plant and equipment are reviewed for impairment when events of
changes in circumstances indicate the carrying value may not be recoverable.

Intangible assets

Intangible assets are carried at cost less accumulated amortisation and accumulated impairment losses.
Intangible assets acquired separately from a business are carried initially at cost. An intangible asset
acquired as part of a business combination is recognised outside goodwill if the asset is separable or
arises from contractual or other legal rights and its fair value can be measured reliably.

Research costs are expensed as incurred. Developed expenditure incurred on an individual project is
capitalised when its future recoverability can reasonably be regarded as assured, which is considered to
be only after its technical feasibility and commercial viability can be demonstrated. Capitalised
development costs are amortised on a straight-line basis over a maximum of five years depending on
the lifespan of the commercial plan.

Intangible assets with a finite life are amortised on a straight-line basis over their expected useful lives
as follows:

o Computer software — 4 years
¢ Development expenditure — 4 years

The carrying value of intangible assets is reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable.

Investments in subsidiaries
Investments in subsidiaries are carried in the company’s balance sheet at cost less accumulated
impairment losses. The carrying value of investments in subsidiaries- is reviewed for impairment
whenever events or changes in circumstances indicate the carrying value may not be recoverable.
Financial instruments

i.  Recognition and initial measurement
Trade receivables and debt securities issued are initially recognised when they are originated. All other

financial assets and financial liabilities are initially recognised when the group becomes a party to the
contractual provisions of the instrument.
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1. Summary of significant accounting policies (continued)

A financial asset (unless it is a trade receivable without a significant financing component) or financial
liability is initially measured at fair value plus, for an item not at fair value through profit and loss,
transaction costs that are directly attributable to its acquisition or issue. A trade recelvable without a
significant financing component is initially measured at the transaction price.

ii.  Classification and subsequent measurement
Financial assets
a) Classification

‘On initial recognition, a financial asset is classified as measured at: amortised cost, fair value through
other comprehensive income (FVOCI) — debt investment; fair value through other comprehensive
income — equity investment; or fair value through profit or loss (FVTPL).

Financial assets are not reclassified subsequent to their initial recognition unless the group changes its
business model for managing financial assets in which case all affected financial assets are reclassified
- on the first day of the first reporting period following the change in the business model.

" A financial asset is measured at amortised cost if it meets both of the following conditions:

‘o Itis held within a business model whose objective is to hold assets to collect contractual cash flows;

and :

¢ [ts contractual terms give rise on specified dates to cash ﬂows that are solely payments of pr1n01pal
and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions:

e [t is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

e Its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets.

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable
on demand and form an integral part of the group’s cash management are included as a component of
cash and cash equivalents for the purpose only of the cash flow statement.

b) Subsequent measurement and gains and losses
Financial assets at FVTPL — these assets (other than derivatives designated as hedging instruments) are
subsequently measured at fair value. Net gains and losses, including any interest or dividend income
are recognised i in profit or loss.
Debt investments at FVOCI — these assets are subsequently measured at fair value. Interest income

calculated using the effective interest method, foreign exchange gains and losses and impairment are
recognised in profit or loss. Other net gains and losses are recognised in other comprehensive income.
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2. Summary of significant accounting policies (continued) |

On derecognition, gains and losses accumulated in other comprehenswe income are reclassified to profit
or loss.

Equity investments at FVOCI — these assets are subsequently measured at fair value. Dividends are
recognised as income in profit or loss unless the dividend clearly represents a recovery of part of the
cost of the investment. Other net gains and losses are recognised in other comprehensive i income and
are never recla351ﬁed to profit or loss.

Financial liabilities and equity

Financial instruments issued by the group are treated as equity only to the extent that they meet the
following two conditions:

e they include no contractual obligations upon the group to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are
potentially unfavourable to the group; and '

» where the instrument will or may be settled in the company’s own equity instruments, it is either a
non-derivative that includes no obligation to deliver a variable number of the company’s own equity
instruments or is a derivative that will be settled by the company exchanging a fixed amount of cash
or other financial assets for a fixed number of its own equity instruments. .

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability.
Where the instrument so classified takes the legal form of the company’s own shares, the amounts
present in these financial statements for called up share capital exclude amounts in relation to. those
shares. . :

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as.such
on initial recognition financial liabilities at FVTPL are measured at fair value and net gains and losses,
including any interest expense, are recognised in profit or loss. Other financial liabilities are
subsequently measured at amortised cost using the effective interest method. Interest expense and
foreign exchange gains and losses are recognised in proﬁt or loss. Any gain or loss on derecognition is
also recognised in profit or loss.

iii. = Impairment

The group recognises loss allowances for expected credit losses (ECLs) on financial assets measured at

" amortised cost and contract assets (as defined in IFRS 15).

The group measures loss allowances at an amount equal to lifetime ECL, except for other debt securities
and bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the
financial instrument) has not increased significantly since initial recognition, which are measured as
12-month ECL.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to
lifetime ECL.
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2. Summary of significant accounting policies (continued)

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECL, the company considers reasonable and supportable information
that is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the group’s historical experience and informed credit assessment
and including forward-looking information. : :

The group considers a financial asset to be in default when the borrower is unlikely to pay its credit
obligations to the company in full, without recourse by the company to actions such as realising security
{if any is held).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the company expects to receive). ECLs are discounted at the
effective interest rate of the financial asset.

+. Credit-impaired financial assets

At each reporting date, the group assesses whether financial assets carried at amortised cost and debt

_securities at FVOCI are credit impaired. A financial asset is “credit-impaired” when one or more events
that have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Write-offs

~ The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that
-1 there is no realistic prospect of recovery.

* Pensions and other post-employment benefits

The group operates defined contribution pension schemes. Contributions are recognised as an expense
in the income statement in the penod in which they become payable in accordance with the rules of the
schemes. .

Employee benefits

In accordance with IAS 19, the group provides for accumulating absences (such as paid holiday). The

cost is measured as the additional amount the group expects to pay as a result of the unused entitlement
that has accumulated at the balance sheet date.
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2. Summary of significant accounting policies (continued) .
Revenue recognition and long-term contracts

Revenue from contracts with customers

Revenue is recognised at an amount that reflects the consideration to which the group is expected to be
entitled in exchange for transferring goods or services to a customer. For each contract with a customer,
the group: identifies the contract with a customer; identifies the performance obligations in the contract;
determines the transaction price which takes into account estimates of variable consideration and the
time value of money; allocates the transaction price to the separate performance obligations on the basis
of the relative stand-alone selling price of each distinct good or service to be delivered; and recognises
revenue when or as each performance obligation is satisfied in a manner that depicts the transfer to the
customer of the goods or services promised. Variable consideration within the transaction price, if any,
reflects concessions provided to the customer such as discounts, rebates and refunds, any potential
bonuses receivable from the customer and any other contingent events. Such estimates are determined
using either the “expected value” or “most likely amount” method.

‘The measurement of variable consideration is subject to a constraining principle whereby revenue will
only be recognised to the extent that it is highly probably that a significant reversal in the amount of
cumulative revenue recognised will not occur. The measurement constraint continues until the
uncertainty associated with the variable consideration is subsequently resolved. Amounts received that
are subject to the constraining principle are mmally recognised as deferred revenue in the form of a
separate refund liability. :

Rendering of services

Revenue from a contract to provide services is recogmsed over time as the services are rendered based
on elther a fixed price or an hourly rate.

Contract assets and liabilities

Contract assets and liabilities are recognised on the basis of progress (or percentage of completion),
whereby costs, revenues and margins are recognised based on the progress of services provided. The
- stage of completion is the ratio between costs incurred at the measurement date and the total expected
costs for the programme. The assumptions upon which the total expected costs are based are
periodically updated. Any impact on profit or loss is recognised in the period in which the updates are
made.

In the event the completion of a contract is expected to result in a loss at the gross margin level, the loss
is recognised in its entirety in the period in which it becomes reasonably foreseeable.

Contract assets and liabilities are recorded net of any write-downs and customer progress billings and
payments related to the contract being performed.

Progress payments in excess of costs incurred are recorded as a liability under contract habilities within
current liabilities. Amounts due from customers are recorded as contract assets within current assets.

23



Telespazio UK Limited
Consolidated annual report and financial statements
31 December 2022
Notes to the financial statements (continued)

2. Summary of significant accounting policies (continued)

Income tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates and laws that are enacted or substantively enacted by the
balance sheet date.

Deferred income tax is provided, using the liability method, on all temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred income tax liabilities are recognised for all taxable temporary differences,
except:

» Where the temporary difference arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affecis
neither the accounting profit nor taxable profit or loss; and

o In respect of taxable temporary differences associated with investments in subsidiaries, where the
timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

_Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of

unused tax assets and unused tax losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and the carry-forward of unused tax assets
and unused tax losses can be utilised except:

e Where the deferred income tax assets relating to the deductible temporary differences arises from
the initial recognition of an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

¢ In respect of deductible temporary differences associated with investments in subsidiaries, deferred

tax assets are recognised to the extent that it is probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be available against which the temporary differences
can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred income tax to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the
year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the balance sheet date.

Income tax relating to items recognised directly in equity is recognised in equity and not in the income
statement.

Fair value measurement

IFRS 13 establishes a single framework for measuring fair value and making disclosures about fair
value measurements, when such measurements are required or permitted by other IFRSs. In particular,
it unifies the definition of fair value as the price at which an orderly transaction to sell an asset or to
transfer a liability would take place between market participants at the measurement date. It also
replaces and expands the disclosure requirements about fair value measurements in other IFRSs,
including IFRS 7 Financial Instruments: Disclosures. See note 24 for consideration of the differences
between the carrying amount and the fair value of assets and liabilities.
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Leases

At inception of a contract, the group assesses whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. To assess whether a contract conveys the right to control the use
of an identified asset, the company assesses whether:

» The contract involves the use of an identified asset — this may be specified explicitly or implicitly.
If the supplier has a substantive substitution right then the asset is not identified.

e The group has the right to obtain substantially all of the economic benefits from the use of the asset
throughout the period of use; and

e The group has the right to direct the use of the asset. The group has this right when it has the decision-
making rights that are most relevant to changing how and for what purpose the asset is used.

As a lessee

The group recognises a right-of use asset and a lease liability at the lease commencement date. The
right of use asset is initially measured at cost, which comprises the initial. amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.

The right of use asset is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right of use asset of the end of the
lease term. The estimated. useful lives of right of use assets are determined on the same basis as those
of property and equipment. In addition, the right of use asset is periodically reduced by impairment
. losses; if-any, and, adjusted for certain re-measurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at
the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the company’s incremental borrowing rate. Generally, the company uses its
incremental borrowing rate as the discount rate.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right to use asset or is recording in profit or loss if the carrying amount of the right to use
asset has been reduced to zero.

The group presents right of use assets that do not meet the definition of investment property separately
on the balance sheet as “right of use assets” and lease liabilities within “trade and other payables”.
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2. Summary of significant accounting policies (continued)
Judgements and key areas of estimation and uncertainty

In preparing the financial statements rrianagement makes judgements, estimates and assumptions that

affect the application of policies and reported amounts. Estimates and judgements are continually

evaluated and are based on historical experience and other factors including expectations of future
events that are believed to be reasonable under the circumstances. Actual results may differ from these
estimates.

The key assumptions concerning the future and other key sources of estimation uncertainty at the

‘balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year are discussed below.

e Revenue recognition — The revenue of fixed price contracts is recognised on a percentage of
completion basis when the outcome of a contract can be estimated reliably. Management exercises
judgement in determining whether a contract’s outcome can be estimated reliably. Management also
makes estimates of the total cost of professional services, or in some instances total contract costs,
which are used in determining the value of amounts recoverable on contracts. Estimates are
continually revised based on changes in the facts relating to each contract.

~ o Impairment of goodwill — Goodwill is tested for impairment on an annual basis. The recoverable

amounts of the goodwill allocated to the group’s cash generating units are calculated by estimating
long-term growth rates and discount rates, based on historic trends adjusted for management’s
estimates of future prospects. Further details of these estimates are provided in note 9 to the financial
statements.

o Development costs - Intangible assets include non-recurring development costs incurred for software
development for potential customers when generation of future economic benefits can be
demonstrated and where costs can be reliably measured. Management is required to make estimates
in relation to the capability of the relevant projects to generate future economic benefits as part of
impairment testing of the carrying value of development assets. These assessments are made by
reference to the cash flow forecasts and business plans for each relevant project and are subject to
ongoing reassessment.

New and amended standards and interpretations

There were no new or amended standards or interpretations adopted in the year ended 31 December
2022 which had a material effect on the financial statements.

New standards issued but not yet effective

None of the standards, interpretations and amendments which are effective for accounting periods
beginning on or after 1 January 2023, and which have not been early adopted, are expected to have a
material effect on the financial statements.
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3. Revenue .
All revenue is attributable to the principal activity of the group.

2022 2021

£000 £000

Revenue from contracts with customers ' 17,018 16,168
Rendering of services 1,820 4,627
Total revenue _ 18,838 20,795
2022 2021

£000 £000

UK ‘ 1,820 2,593
Europe 17,018 18,202
Total revenue 18,838 20,795

4. Contract balances

The following table provides information about opening and closing receivables, contract assets and
contract liabilities from contracts with customers.

Group Company
2022 2021 2022 2021
£000 £000 £000 £000°
Trade receivables 2,013 2,061 2,320 2,061
Contract assets 2,689 1,204 2,689 1,115

Contract liabilities (711) (2,199) (670) (2,199)

The contract assets primarily relate to the group and company’s right to consideration for work
completed but not billed at the reporting date on contracts being recognised over time where control
has transferred to the customer. The contract assets are transferred to receivables when the rights
become unconditional. The contract liabilities primarily relate to the advance consideration received
from customers on long term contracts for work to be completed.

The amount of revenue recognised in the current period that was included within the contract liability
balance at the end of the prior year was £1,887,000 for the group and the company (2021: £3,539,000).
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5. Performance obligations

The transaction price allocated to the remaining performance obligations (unsatisfied or partially
unsatisfied) as at 31 December were, as follows:

2022 2021
: £000 £000
Within one year 22,819 15,407
More than one year ' 17,911 2,494
40,730 17,901
6. Auditor’s remuneration

2022 2021
£000 £000
Fees payable to the group’s auditor for the audit of the group’s 74 64

financial statements :
Audit of the group’s subsidiaries 22 20

Total 96 84

There were no amounts payable to Ernst & Young LLP for non-audit services in the year (2021: nil).

. 7. Employee benefits expense

2022 2021

£000 £000

Wages and salaries 6,507 8,483

Social security costs : 920 1,002

Pension costs 405 429

Severance settlements : 47 31

- Total employee and benefits expense 7,879 9,945
Average staff numbers during the year by activity

Professional staff 88 120

Administrative staff 11 7

Total 99 127
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7. Employee benefits expense (continued)

Directors’ emoluments

Short term benefits 318 303
Pension contributions 24 22
Total 342 325

Two directors were remunerated by the company (2021: two directors).

The remuneration of the highest paid director was:

Remuneration _ 162 158
Pension contributions : . 12 11

Total 174 169

Directors’ fees during the year were £nil (2021: £nil) for those directors not remunerated by the
company directly. '

8. Finance costs -

2022 2021
£000 £000
Foreign exchange losses - 178
Total finance costs - - . 178
9. Financ_e income
2022 2021
£000 £000
Foreign exchange gains 162 -
Total finance income ‘ ‘ 162 -
" 10.Other operating income
2022 2021
£000 £000
Research and development expenditure credits 966 761

Total other income 966 761
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11. Income tax

2022 2021
£000 £000
Current tax
UK corporation tax charge for the year - 53
Adjustment in respect of previous periods (111) Co-
Overseas tax 29 31
Deferred tax ‘
Deferred tax charge for the year - -
Total tax (credit)/charge in the income statement (82) 84

A reconciliation of income tax applicable to the accounting (loss)/profit before income tax at the
statutory income tax rate to income tax expense at the company’s effective income tax rates is as
follows: :

(Loss)/profit before tax - A (691) 397

At UK statutory income tax rate of 19% (2021: 19%) (131) 75
Effects of:

Adjustments in respect of previous periods (111) -
Income not taxable (62) -
Amounts not recognised 216 ~ -
Effect of tax rates in overseas jurisdictions 6 9
Total tax (credit)/charge in the income statement (82) 84

" The company has a deferred tax asset of £298,000 (2021: £85,000) in respect of fixed assets
and tax losses which has not been recognised. This asset may be recovered if sufficient
taxable profits arise in the future.

Factors affecting the future tax charge

In the UK Budget on 3 March 2021, it was announced that the main rate of UK corporation tax will rise
from 19% to 25% from 1 April 2023.
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12. Trade and other receivables — non-current

31 December 2022

Group Company
2022 2021 2022 2021
£000 £000 £000 £000
Other debtors 733 452 733 452
733 452 733 452
13. Property, plant and equipment
_ Office
equipment
Group and company £000
Cost ,
At 1 January 2021 740
Additions , 150
At 31 December 2021 890
Additions 116
At 31 December 2022 1,006
Depreciation and impairment
At 1 January 2021 626
Depreciation charge for the year 50
At 31 December 2021 676
Depreciation charge for the year 84
At 31 December 2022 760
Net book value
As at 1 January 2021 114
At 31 December 2021 214
At 31 December 2022 246
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14. Intangible assets

Goodwill Computer Development Total
software ~ costs .
Group and company : £000 £000 . £000 £000
Cost
At 1 January 2021 10,001 538 1,549 12,088
Additions — internally developed - 56 124 180
At 31 December 2021 10,001 594 1,673 12,268
Additions — internally developed - 2 208 210
At 31 December 2022 10,001 596 1,881 ~ 12478
Amortisation and impairment
At 1 January 2021 - 493 1,093 1,586
Amortisation for the year - 27 199 226
At 31 December 2021 - 520 1,292 1,812
Amortisation for the year - 27 183 210
At 31 December 2022 - 547 1,475 2,022
Net book value .
. At 1 January 2021 _ 10,001 45 456 10,502
At 31 December 2021 10,001 ' 74 381 10,456
At 31 December 2022 ’ 10,001 749 ¢ 406 - 10,456
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14. Intangible assets and goodwill (continued)

The goodwill arose on the business combination of the Selex Systems Integration Ltd’s space business
(carrying value of goodwill £10,001,000 (2021 £10,001,000) and has been allocated to a single cash-
generating unit for impairment testing purposes. This represents the lowest level within the group at
which goodwill is monitored for internal management purposes. The recoverable amounts have been
determined based on a value in use calculation. To calculate this, cash flow projections were based on
financial budgets approved by senior management covering the following five years. Cash flows were
extrapolated using a 2.0% termina! growth rates after the fifth year which represents the directors’
estimate of the minimum long-term growth rate. The pre -tax discount rate applied to the cash flow
projections was 9.5% (2021: 7.2%).

The calculation of value in use is most sensitive to the following assumptions:
e Revenue growth — revenue is expected to grow over-the next five years due to the company’s
expansion across the UK space market with the increased support of the wider Leonardo Group.
e Operating margin — this is expected to improve in line with the growth in revenue.

Management believes that no reasonably possible change in either of the above key assumptions would
- cause the carrying value of the unit to exceed its recoverable amount.

15. Investments
Subsidiaries
The company’s investment in subsidiaries is as follows.

% equity interest

Name Principal Country of 2022 2021
. activities .incorporation
Telespazio UK SL Services Spain - 100 100

Telespazio UK SL is registered at Calle de Alfonso XII, 30, 28014 Madrid, Spain.
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16. Right of use assets

Buildings Total
Group and company £000 £000
Cost ' '
At 1 January 2021 307 307
Disposals : (307) (307)
At 31 December 2021 - -
Additions : - -
At 31 December 2022 - -
Pepreciation and impairment
At 1 January 2021 273 273
‘Depreciation charge for the year 34 34
On disposals (307) (307)

At-31 December 2021 . - -

Depreciation charge for the year - -
~ At 31 December 2022 . - -

Net book value

At 1 January 2021 34 34
At 31 December 2021 - .
At 31 December 2022 - -

. The right of use asset related to the building space that the company leased from Leonardo UK Ltd.
_:The lease agreement expired on 31 March 2021 and no extension to the lease has been agreed. The
company will continue to rent the space on a quarterly basis until a new lease agreement is reached.
The company has no other leases within the scope of IFRS 16.

34



Notes to the financial statements (continued)

17. Trade and other receivables

Telespazio UK Limited

Consolidated annual report and financial statements
31 December 2022

Group Compan
y
2022 2021 2022 2021
£000 £000 £000 £000
Due within one year: :
Trade receivables 1,829 1,663 1,829 1,663
Trade amounts owed by group 184 398 491 398
companies '
Contract assets 2,689 1,204 2,689 1,115
Current tax asset — R&D expenditure 1,493 1,893 1,493 1,893
credit :
Other debtors 561 856 551 838
Total 6,756 6,014 7,053 5,907
Trade receivables due within one year:
Not yet due ‘ 1,781 1,272 1,781 1,272
0 — 60 days overdue 39 207 39 207
More than 60 days overdue 9 184 9 184
Total 1,829 1,663 1,829 1,663
18. Cash and short term deposits
Group Company
2022 2021 2022 2021
£000 £000 £000 £000
Cash at bank and on hand 200 570 194 563
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19. Issued share capital

2022 2021
£000 £000
Authorised
30,000,100 (2021: 30,000,100) ordinary shares of 48p (2021: 14,400 14,400
48p) each
Number Nominal
_ value
Allotted, called up and fully paid
Issued
At 31 December 2021 30,000,100 14,400
At 31 December 2022 30,000,100 14,400
20. Dividends
2022 2021
£000 - £000
" Final dividend 225 500
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21. Trade and other payables

Telespazio UK Limited

Consolidated annual report and financial statements
31 December 2022

Group Company

2022 2021 2022 2021

£000 £000 £000 £000

Trade payables - third parties 1,821 1,017 1,815 1,009
Trade payables — group undertakings 1,166 168 4,510 169
Loan from subsidiary undertaking - - 448 3,263
Contract liabilities 711 2,199 670 2,199

. Accruals 3,446 3,981 3,068 3,428
Total 7,144 7,365 10,511 10,068

Amounts owed to group undertakings are unsecured and repayable on demand. The loan from the
subsidiary company is not interest bearing.

22. Related parties

Group

Sales  Purchases from Amounts owed by Amounts owed
to related parties related parties to related
related parties
parties
Parent company 2022 278 10 184 . 572
2021 349 155 136 117
Other related 2022 55 708 - 594
parties :
2021 420 1,405 262 51
2022 333 718 184 1,166
2021 769 1,560 398 168
Loans to- 2022 5,326
parent 2021 6,860
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22. Related parties (continued)

Company
Salesto  Purchases Amounts Amounts
related - from owed by owed to
parties related related related
parties parties parties
Parent company 2022 278 10 184 572
2021 349 155 136 117
Subsidiary . 2022 735 3,459 307 3,398
2021 1,491 2,919 ‘ 2 1
Other related 2022 55 708 - 540
parties '
2021 159 1,201 260 51
2022 1,068 4,177 491 4,510
2021 1,999 4,275 398 169
Loans to parent 2022 5,326
2021 6,860
Loan from 2022 ) 448
subsidiary : 4
undertaking 2021 : 3,263

Other transactions with related parties on an aggregate basis are as follows:

Compensation of key management personnel of the Group

2022 2021

£000 £000

Short term benefits 318 303
Pension contributions ' ' 24 22
342 325
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23. Financial risk'management objectives and policies

The group’s principal financial instruments comprise loans and cash. The main purpose of these
financial instruments is to finance the company’s operations. The group has various other financial
instruments such as trade receivables and trade payables, which arise directly from its operations. The
main risks arising from the group’s financial instruments are interest rate risk, liquidity risk and credit
risk. The board reviews and agrees policies for managing each of these risks and they are summarised
below:

Interest rate risk
The group’s exposure to market risk for changes in interest rates relates primarily to the company’s
cash and loan balances.

Credit risk

The group trades only with recognised, credit worthy third parties. Receivable balances and contract
assets are monitored on an ongoing basis with the result that the group’s exposure to bad debts is not
significant. With respect to credit risk arising from the other financial assets of the group, which
comprise cash and cash equivalents, the group’s exposure to credit risk arises from default of the counter
party, with a maximum exposure equal to the carrying amount of these instruments. There are no
significant concentrations of credit risk within the group.

Liquidity risk : ,

The group’s objective is to maintain adequate cash and loan facilities to fund its activities. The group
has entered into a Group Treasury Agreement with its immediate parent under which the parent
company provides working capital financing on a daily basis.

Capital risk management

The group’s objectives when managing capital are to safeguard the group’s ability to continue as a
going concern in order to provide returns for its shareholder and benefits for other stakeholders and to
.maintain an optimal capital structure to reduce the cost of capital.

The group monitors its capital structure in consultation with its parent company.
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24. Financial instruments
Fair values

The fair values of financial assets and financial liabilities, together with the carrying amounts in the
balance sheet, are as follows:

Group Company
Carrying Fair value Carrying Fair
amount amount  value
~ £000 £000 £000 £000
Current financial assets
Financial amounts owed by group 6,860 6,860 6.860  6.860
companies
As at 31 December 2021 6.860 6,860 6,860 6,860
Current financial assets
Financial amounts owed by group 5,326 5,326 5,326 5,326
companies
As at 31 December 2022 5,326 5,326 5326 5,326
Current financial liability .
Financial amounts owed to group : - - 3,263 3,263
. _companies ‘
,_As at 31 December 2021 - - 3,263 3,263
Current financial liability
Financial amounts owed to group - - 448 448
companies
As at 31 December 2022 - - 448 448

All financial instruments are held at fair value. The fair values of short-term assets and liabilities
(including trade receivables, trade payables and borrowing), are not materially different to their book
values due to their short maturity.

40



Telespazio UK Limited
Consolidated annual report and financial statements
' 31 December 2022
Notes to the financial statements (continued)
24. Financial instruments (continued)
Interest rate risk

The following table sets out the group and the company’s financial instruments that are exposed to
interest rate risk. Loans attract interest at pre-determined rates, cash is held in non-interest bearing
current accounts: ‘

Group Company

2022 2021 2022 2021

£000 £000 £000 £000

Loans to Telespazio Spa 5, 326 6,860 5,326 6,860
Loans from Telespazio SL - (448) (3,263)
Cash 200 570 194 563
Total financial assets 5,526 7,430 5,072 4,160

Amounts owed by group undertakings are unsecured and repayable on demand. Loans made to the
parent company and subsidiary company are not interest bearing.

Interest rate sensitivity

The following table demonstrates the sensitivity to a reasonably possible change in interest rates on that
portion of loans and borrowings affected, after the impact of hedge accounting. With all other variables
held constant, the Group’s profit before tax is affected through the impact on floating rate borrowings,
as follows:

Increase/decrease  Effecton Effect on

in base points profit equity
before tax

2022
Euro ' 0.5% 27 222
Euro : -0.5% @7 (222)
2021 :
Euro 0.5% 30 24
Euro -0.5% (30) (24)
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24. Financial instruments (continued)

Foreign currency risk

Foreign currency sensitivity

The following tables demonstrate the sensitivity to a reasonably possible change in EUR to GBP
exchange rates, with all other variables held constant. The impact on the group’s profit before tax is due
to changes in the fair value of monetary assets and liabilities. The group’s exposure to foreign currency
changes for all other currencies is not material.

Change in EUR Effect on profit Effect on equity

rate before tax
2022 +5% (233) (189)
2022 5% 302 245
‘Change in EUR Effect on profit Effect on equity

rate before tax
2021 +5% 419) (339)
2021 _ -5% 463 375

The movement in basis points for the interest rate sensitivity analysis is based on the currently
observable market environment showing a significantly higher volatility than in prior years.

25. Parent undertakings

“The company’s immediate parent at the balance sheet date is Telespazio SpA 00156 Roma-Via
_ Tiburtina, 965, incorporated and registered in Italy. Telespazio SpA is a joint venture between Leonardo
" SpA (67%) and Thales SA (33%).

26. Subsequent events

On 2 November 2023 the company acquired the share capital of e2E Engineering Ltd and its
subsidiaries for a total investment cost of £13,71 7,000.
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