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Directors’ Report
The directors present their directors’ report and financial statements for the year ended 31 December 2020.
Principal activities

Tevva Motors Limited (“Tevva”) is an electric truck company with a spectrum of options for zero-emission
medium to heavy-duty trucks. The vehicles are being developed with a dual-fuel revolutionary hydrogen fuel-
cell range extension technology enabling the trucks to have the same driving range as diesel trucks. Tevva is
leading the drive to zero-emissions freight and urban logistics.

Our trucks do the same work as a standard internal combustion engine powered vehicle today with significant
savings over the life-time of the vehicle compared to a diesel. They will be available in a range of sizes, 7.5 tonne
purely electric vehicles focussed on the shorter urban delivery routes and the larger dual-fuel hydrogen fuel cell
trucks for longer journeys to out of town depots.

Result
The result for the year is set out in the Income Statement. The loss for the year after taxation amounted to
£4,770,708 (2019: Loss £7,834,384 (unaudited)).

The Company adopted [FRS in 2020 with an IFRS transition date of 1 January 2019. The transitional disclosures
required under IFRS are included in note 25.

Directors
The directors who held office during the period and up to the date of this report were as follows:

Asher Bennett :

Laura Brown (appointed 16 June 2021)

Jean-Marc Gales (appointed 16 June 2021)

Ian Harnett (appointed 5 August 2021)

Rajkumar Baratam (appointed 18 September 2020 & resigned 1 February 2021)
Sanjeev Ramachandra Kulkarni (appointed 15 February 2021)

David Morris (appointed 11 August 2020)

David Roberts (appointed 11 August 2020)

Michael Black (appointed 23 March 2020 & resigned 11 August 2020)
Robin Mackie (appointed 23 March 2020 & resigned 11 August 2020)
Peter Domeney (appointed 1 December 2021)

Alexander Spiro (appointed 1 May 2022)

Going Concern

Directors are required to consider if it is appropriate to adopt the going concern basis of accounting after
consideration of the material uncertainties which may affect the Company’s ability to continue.

The Directors have considered the Company’s forecast cash flows, liquidity, the expected operational activities
to be undertaken, taking account the research and development program and the expected vehicle production,
together with the proceeds raised from three private placement equity raises, totaling £85.1 million at the 19 April
2022 (USD 113 million), of which £4.0 million (USD 5.5 million) was raised in February 2021, £41.9 million
(USD 56.6 million) was raised in November 2021 and £39.2 million (USD 50.9 million) was raised in March and
April 2022.

The future responses of international governments to the conflict between Ukraine and Russia including possible
sanctions, are currently not known. Whilst the conflict and the global Covid-19 pandemic may impact our business
supply chain (including costs of components), it is not currently expected to manifest itself in delays in our
strategy, lost volumes of product development or vehicle production.

The Company’s forecast expenditure is based on Board approved budgets which are aligned to the expectations
of its investors, the company’s current build plan, and its planned investment in research and development of
vehicle development and growth. While the Directors believe that there is a reasonable expectation that the
Company will have adequate resources to continue in operational existence for the next 12 months from the
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Directors’ Report (continued)

approval of these financial statements, the Company’s forecasts indicate that the level of expenditure required to
fund its operations in line with its current strategy will exceed the committed available working capital.

While reductions could be made in its fixed cost expenses, the Company needs to continue to invest in product
development plans and vehicle production to maintain its market presence. Such investment requires significant
levels of working capital without which the Company would be unable to meet its current strategy and the
expectations of its investors. While the Directors have a reasonable expectation that further funding will be made
be available through future funding rounds with its existing investors, these are not committed and should they
not occur, the Company would need to seek additional funding beyond the facilities currently available. As such,
the directors have concluded that there is potentially a material uncertainty, which may cast significant doubt
about the Company’s ability to continue as a going concern and therefore that it may be unable to realise assets
-and discharge liabilities in the normal course of business. The financial statements do not include the adjustments
that would be required if the Company were unable to continue as a going concern.

See Note 2.3 to these financial statements for further information on going concern.

COVID-19

The rapid spread of the Covid-19 outbreak on a global scale at the start of 2020 resulted in the worldwide threat
to health, the subsequent restrictions on travel and the disruption of many supply chains. The Company
immediately recognised the significance of the pandemic and took a series of measures to mitigate the following
risks.

. Operational: Throughout 2020, the safety of employees was paramount. In line with local government
guidelines, the Company transitioned employees to a combination of working from homes and office
rotations, where required, with safety measures. The remote and agile working arrangements were successful
with employees being able to access systems remotely.

. Governance and risk management: The Company enhanced its internal governance and risk management
structures with the management team meeting weekly and focussing on Covid-19 response activities.

. Counterparties: The Company maintained very close relationships with its shareholders, lenders and
suppliers to ensure flexibility to secure financial support if needed.

. Financial support: During the year ended 31 December 2020, the company received funding of £4,950,000,
as convertible loan note proceeds from the “Future Fund” government scheme, fifty percent of these funds
were provided from the UK government under this scheme, which was designed to support companies
seeking equity funding which was made more difficult due to the Covid-19 outbreak. The Company also
took advantage of further support schemes made available by the UK Government, including seeking the
“Job retention scheme” grant to cover staff furloughed from March 2020 to February 2021, and through the
draw down of a £50,000 “bounce back™ loan, where the first year’s interest was paid by the UK government.

During 2021, local restrictions continued with many of the Company’s employees, suppliers and customers still
working from home, however with the rollout of the Covid-19 vaccines globally there is a pathway to return to a
normal trading environment, noting that changes in rules and regulations can be mandated at short notice.

Brexit
The United Kingdom (‘UK’) formally left the European Union (‘EU’) on 30 January 2020. The UK entered a

transition period, being an intermediary arrangement covering matters like trade and border arrangements,
citizens’ rights and jurisdiction on matters including dispute resolution, taking account of The EU (Withdrawal
Agreement) Act 2020, which ratified the Withdrawal Agreement, as agreed between the UK and the EU. The
transition period ended on 31 December 2020, where upon the UK-EU Trade & Cooperation Agreement (together
with other connected Agreements concluded on by the UK and EU, which includes the Exchanging and Protecting
of Classitied Information Agreement) was signed on the 24 December 2020 and subsequently came into law.

The Directors deem the adoption of the UK-EU Trade & Cooperation Agreement will not have a significant
impact on the Company’s operations nor consider it likely that the Company will be significantly
impacted. However, the Directors and senior leadership team will continue to monitor the situation to be able to
manage the risk of any volatility in global financial markets and impact on global economic performance due to
Brexit.
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Directors’ Report (continued)

-Events since the reporting date

On 15 January 2021, there was a subdivision of the 612 ordinary shares of £0.01 each in the issued share capital of
the Company into 3,978,000 ordinary shares of £0.0000015385 each. In February 2021, as a result of this funding
round, proceeds of £4.0 million (USD 5.5 million), equating to 729,836 shares at USD 7.50 per share were raised,
predominantly from investors in the USA and Canada.

On 29 January 2021, the Board approved another capital raise and by October 2021 cumulative proceeds of £41.9
million (USD 56.6 million) were received, equating to 2,136,897 shares at $26.50 per share, predominantly from
investors in the USA and Canada. This capital raise was approved by the Board on 5 November 2021. This capital
raise meets the definition of a qualifying financing event under the Future Fund Convertible Loan note agreement and
the Convertible Loan note therefore converted to 364,018 Ordinary shares on 5 November 2021.

In the period from July to September 2021 the Company has issued 53,780 share options, 39,780 with an exercise
price of £0.153846 and 14,000 with an exercise price of $26.50.

In October 2021, the Company signed a lease on an 11,000m sq. manufacturing plant in the London Thames Freeport
area providing close proximity to central London and Europe, and the head office has now moved to this new facility.

On 16 November 2021, the Company loaned £350,704 in convertible loan notes with a maturity of 24 months to
Advanced Electric Machines Group Limited.

On 13 January 2022, the Board approved another capital raise and by April 2022 cumulative proceeds of £39.9 million
(USD 50.9 million) were received, equating to 1,019,080 shares at $50 per share predominantly from investors in the
USA and Canada. This capital raise was approved by the Board on 13 April 2022.

Health & Safety

The Company is committed to the health, safety and welfare of its employees and third parties who may be
affected by the Company’s operations. The focus of the Company’s effort is to prevent accidents and incidents
occurring by identifying /risks and employing appropriate control strategies. This is supplemented by a policy of
investigating and recording all incidents

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 ought to have taken as directors to make themselves aware of any relevant audit information
and to establish that the Company’s auditor is aware of that information.

Auditors

The financial statements for the year ended 31 December 2018 were audited by Brebners, who resigned as auditors
on 2 December 2020. The financial statements for the year ended 31 December 2019 were not audited. BDO LLP
were appointed as auditors during 2021 and have expressed their willingness to continue in office.

Annual General Meeting
The Company is not required to hold an Annual General Meeting.

This information is given and should be interpreted in accordance with the provisions of Section 418 of the
Companies Act 2006.

Approved by the Board and signed on its behalf by:

Docustgned by:

—_—T > ;Z/Zl
Ashier BEhiTeti =0

Director
Date: 5 May 2022
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Statement of Directors’ Responsibilities in Respect of the Directors’ Report
and the Financial Statements

The directors are responsible for preparing the Directors’ Report, and the Company financial statements in
accordance with applicable laws and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with International accounting standards
in conformity with the requirements of the Companies Act 2006 (“IFRS”).

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 company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:
e  select suitable accounting policies and then apply them consistently;
e  make judgements and estimates that are reasonable and prudent;

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

e  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 keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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Independent Auditor’s Report to the Members of Tevva Motors Limited
Opinion on the financial statements

In our opinion the financial statements:
» give atrue and fair view of the state of the Company’s affairs as at 31 December 2020 and of its loss for
the year then ended;
* have been properly prepared in accordance with international accounting standards in conformity with
the requirements of the Companies Act 2006; and
*  have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Tevva Motors Limited (“th¢ Company”) for the year ended
31 December 2020 which comprise the Income Statement and Statement of Total Comprehensive Loss, the
Balance sheet, the Statement of Changes in Equity, the Cash Flow Statement and the notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and International accounting standards in conformity with the
requirements of the Companies Act 2006 (‘IFRS”).

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 believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion. '

Independence

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Material uncertainty related to going concern

We draw your attention to Note 2.3 which indicates that the expected level of expenditure required to fund the
Company’s operations in line with its current strategy will exceed the committed available working capital and
that further funding will need to be obtained. These events or conditions, along with other matters disclosed in
Note 2.3, indicate that a material uncertainty exists that may cast significant doubt on the company’s ability to
continue as a going concern. Our opinion is not modified in respect of this matter.

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.

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the
relevant sections of this report.

Other matters

The corresponding figures are unaudited.
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Independent Auditor’s Report to the Members of Tevva Motors Limited

(continued)
Other information .

The directors are responsible for the other information. The other information comprises the information included
in the annual report other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon. 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 this other information, we are required to
report that fact. ’

We have nothing to report in this regard.

Other Companies Act 2006 reporting
In our opinion, based on the work undertaken in the course of the audit:

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

o the Directors’ report has been prepared in accordance with applicable legal requirements.

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 material misstatements in 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 Company, or returns adequate for our audit have not
been received from branches not visited by us; or

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

e the Directors were not entitled to prepare the financial statements in accordance with the small companies
regime and take advantage of the small companies’ exemptions in preparing the Directors’ report and from
the requirement to prepare a Strategic report.

Responsibilities of Directors

As explained more fully in the Statement of Directors’ Responsibilities, 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 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 Company or to cease operations, or have no
realistic alternative but to do so.
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Independent Auditor’s Report to the Members of Tevva Motors Limited

(continued)
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.

Extent to which the audit was 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 material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below:

We obtained an understanding of the legal and regulatory frameworks that are applicable to Tevva Motors
Limited. We determined that the most significant laws and regulations which are directly relevant to specific
assertions in the financial statements are those related to the reporting framework (International Accounting
Standards in conformity with the requirements of the Companies Act 2006), regulations impacting labour
regulations and tax in the United Kingdom and other jurisdictions in which it operates.

We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial statements
which we believe are linked with the key performance indicators, specifically revenue and operating expenses,
and determined that the principal risks were related to posting inappropriate journal entries to manipulate financial
results and management bias in accounting estimates.

The engagement team used this risk assessment to develop the audit procedures performed as follows:

e  We understood how the company is complying with those legal and regulatory frameworks under which it
operates by making enquiries of management and those responsible for legal and compliance procedures. We
corroborated our enquiries through our review of board minutes, and inspection of legal fee expenses incurred
in the year.

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 is considered there was a susceptibility
of fraud. We also considered potential fraud drivers: including financial or other pressures, opportunity, and
personal or corporate motivations. We considered the programmes and controls that the company has
established to address risks identified, or that otherwise prevent, deter and detect fraud; and how senior
management monitors those programmes and controls. Where the risk was considered higher, we performed
audit procedures to address each identified fraud risk. These procedures included testing manual journals, and
key areas of estimation uncertainty or judgement, for example; revenue recognition, recoverability of trade
and other receivables and the capitalisation and impairment of intangible assets.

e  We communicated the fraud risks to the engagement team, emphasised the importance of staying alert to
potential fraudulent activity or non-compliance with laws and regulations, and highlighted the importance of
remaining professionally sceptical throughout the audit.

e  We have also considered the risk of fraud through management override of controls by:

*  Testing on a sample basis the appropriateness of journal entries and other adjustments; and
*  Assessing whether the judgements made in making accounting estimates are indicative of potential bias.

Our audit procedures were designed to respond to risks of material misstatement in the financial statements,
recognising that 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,
misrepresentations or through collusion. There are inherent limitations in the audit procedures performed and the
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Independent Auditor’s Report to the Members of Tevva Motors Limited

(continued)

further removed non-compliance with laws and regulations is from the events and transactions reflected in the
financial statements, the less likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council’s website at:
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.

Docuigned by:
Tain Hondowon

Tain Henderson (Senior Statutory Auditor)

For and on behalf of BDO LLP, Statutory Auditor
London, UK

Date: 5 May 2022

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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Income Statements and Statements of Comprehensive Loss
Sfor the year ended 31 December 2020

Audited Unaudited

Notes 2020 2019

£ £

Revenue 3 377,021 1,186,741

Cost of sales (70,032) (1,760,158)

Gross profit/(loss) ' 306,989 (573,417)

Other income 4 980,482 347,989

Administrative expenses a (5,901,035) (7,003,545)

Operating loss 5 (4,613,564) (7,228,973)

Finance income 6 507 13,494

Finance expense 6 (137,310) (576,225)

Net financing costs (136,803) (562,731)

Loss before tax (4,750,367) (7,791,704)

Taxation . 7 (20,341) (42,680)

Loss for the year (4,770,708) (7,834,384)
Statements of Comprehensive Loss

for the year ended 31 December 2020

Notes Audited Unaudited

2020 2019

£ £

Loss for the year (4,770,708) (7,834,384)

Comprehensive loss for the year, net of tax (4,770,708) (7,834,384)

All the company’s activities for the current and the preceding periods are derived from continuing activities.

Notes 1 to 25 form part of these financial statements.
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Balance Sheets at 31 December 2020, 31 December 2019 & 1 January

2019
Company Registered Number: 08368694

Non-current assets
Investment

Intangible assets

Property, plant and equipment
Right of use asset

Total non-current assets

Current assets

Inventories

Debtors: amounts due within one year
Debtors: amounts due in more than one year
Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted

Total current assets

Current liabilities

Trade and other payables

Lease liabilities

Interest-bearing loans and borrowings
Provisions

Total current liabilities
Non-current liabilities
Interest-bearing loan and borrowings
Lease liabilities

Provisions

Total non-current liabilities
Total liabilities

Net liabilities

Capital and reserves

Share capital

Share premium

Capital contribution

Retained loss

Shareholders’ deficit

Notes

10
11
12

13
14
14
15
15

17
12
16
18

16
12
18

19
19
19
19

Audited
31
December
2020

£

1,255,882
41,348
376,481
154,744

1,828,455

706,107
443,228
32,250
3,594,322
2,759,511

7,535,418
(4,474,396)
(133,425)
(154,167)
(181,424)
(4,943,412)
(5,017,532)
(66,898)
(42,353)
(5,126,783)
(10,070,195)
(706,322)

6
10,331,196
10,458,111
(21,495,635)

(706,322)

Unaudited
31
December
2019

£

247,060
500,329
267,239

1,014,628
789,806
1,027,994

57,050
380,496

2,255,346
(1,007,258)
(110,898)
(182,937)
(1,301,093)
(2,473,639)
(142,504)
(91,957)
(2,708,100)
(4,009,193)
(739,219)
2
6,642,740
9,342,966

(16,724,927)

(739,219)

Unaudited
1

January
2019

£

124,046
490,902
379,733

994,681

1,454,102
940,288
57,050
500,722

2,952,162

(1,235,680)
(101,746)

(1,337,426)
(4,420,641)
(253,402)
(84,226)
(4,758,269)
(6,095,695)

(2,148,852)

6,741,690
(8,890,543)

(2,148,852)

These financial statements have been prepared in accordance with the special provisions applicable to
companies subject to the small companies’ regime and have been approved by the board of directors and
authorised for issue on 5 May 2022. They were signed on its behalf by:

Eoocuswned by:
54 EdosnRRgyD

Director

Notes 1 to 25 form part of these financial statements.
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Statement of Changes in Equity
Sfor the year ended 31 December 2020

Share Share Capital Retained Total
Capital Premium  contribution Loss Deficit
£ £ £ £ £
1 Jan 2019 — Unaudited 1 - 6,741,690  (8,890,543)  (2,148,852)
Loss for the year - - - (7,834,384)  (7,834,384)
Share based payments - - 5,081 - 5,081
Capital contribution on issuance of
long-term intercompany loan (note
6) - - 2,596,195 - 2,596,195
Share capital issued on capitalisation
of intragroup loan (notes 6 & 19) 1 6,642,740 - - 6,642,741
Balance at 31 Dec 2019 -
Unaudited 2 6,642,740 9,342,966 (16,724,927) (739,219)
Loss for the year - - - (4,770,708)  (4,770,708)
Share based payments - - (15) - (15)
Fair value adjustment on investment
transferred from former parent (note - - 1,115,088 - 1,115,088
22ii)
Waiver of loan from former parent
(note 22ii) - - 2 - 72
Share capital issued (note 19) 4 3,688,456 } : 3,688,460
Balance at 31 Dec 2020 6 10,331,196 10,458,111 (21,495,635) (706,322)

Notes 1 to 25 form part of these financial statements.

13



DocuSign Envelope I1D: ASB50C8B-2EAF-4B77-A880-9167CD55576A

Cash Flow Statement
Sor the year ended 31 December 2020

Cash flow from operating activities
Loss for the year

Depreciation of property plant and equipment
Impairment of property, plant and equipment
Depreciation of Right of use assets
Amortisation of intangible assets

Impairment of intangible assets

Impairment losses - inventory

R&D claim

Equity-settled share-based payment

Loss on disposal of fixed assets

Exchange losses / (gains)

Non-cash adjustments

Finance income
Finance expense
Taxation charge

Operating cash flow before working capital movements

Working capital movements:
(Increase)/decrease in inventories
Decrease in trade and other receivables
Increase/(decrease)in trade/other payables

Cash used in operations
Corporation taxation cash receipt

Net cash outflows from operating activities

Investing activities:
Purchase of plant, property & equipment

Net cash outflows from investing activities

Financing activities:

Issue of share capital (note 19)

Cash received in advance of Funding round
Lease liabilities paid

Lease liabilities finance expense paid
Short-term interest-bearing loans
Convertible loan note proceeds
Loans repaid

Intercompany loans repaid
Intercompany loans proceeds
Interest received

Interest paid

Net cash inflows from financing activities
Net increase/(decrease) in cash

Opening cash

Exchange loss on cash and cash equivalents
Closing cash

Notes 1 to 25 form part of these financial statements.

Audited
Notes 2020
£

(4,770,708)

11 175,660
11 -
12 112,495
10 41,349
10 504,363
5 434,276
4 (107,057)
(15)

34,894

1,195,965

6 (507)
6 137,310
7 20,341

(3,417,599)

(690,577)
461,085
417,845

(3,229,246)
272,197

(2,957,049)

(51,812)

(51,812)

275,000

17 2,762,260
(53,079)

(11,828)

16 350,000
16 4,950,000
(200,000)
©(14,000)

2 1,003,599
6 507
(42,047)

9,020,412

6,011,551

380,496

(38,214)

13 6,353,833

Unaudited
2019

£
(7,834,384)

160,926
198,579
112,494

41,349

274,615
(336,045)
5,081
6,494
(12,237)
451,256

(1,257)
576,225
42,680

(6,765,480)
129,850

7,929
(33,248)

(6,660,949)
197,730

(6,463,219)

(279,958)

(279,958)

(101,746)
(24,510)

(1,947)
6,752,136
1,257
(2,239)

6,622,951
(120,226)
500,722

380,496
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DocuSign Envelope ID: AGB50C8B-2EAF-4B77-A880-9167CD55576A

Notes to these accounts
forming part of the financial statements

1 Company Information

Tevva Motors Limited (the “Company”) is a private company limited by shares incorporated and domiciled
in the UK. The registered office is Tevva London, Unit 1 London Distribution Park, Windrush Road,
Tilbury, RM18 7AN.

The company is a Truck and vehicle electrification specialist, and its principal activity is the development
and production of electric trucks.

2 Significant Accounting Policies

2.1 Transition to Adopted IFRS

These financial statements have been prepared in accordance with International accounting standards in
conformity with the requirements of the Companies Act 2006 (“IFRS”) and applicable law. Consequently,
IFRS 1 First-time Adoption of International Financial Reporting Standards has been applied.

The Company has adopted IFRS in 2020, with an IFRS transition date of 1 January 2019. IFRS 1 grants
certain exemptions from the full requirements of adopted IFRSs in the transition period. No exemptions
have been taken in preparation of these financial statements. The Company has taken advantage of the
transitional arrangement which permits the judgements applied to the 1 January 2019 opening balance sheet
to be revisited for the benefit of hindsight.

An explanation of how the transition to IFRSs has affected the reported financial position, financial
performance and cash flows of the company is provided in Note 25.

2.2 Basis of preparation

The financial information has been prepared on a going concern basis and under the historical cost
convention.

These financial statements are presented in Pounds Sterling, which is also the Company’s functional
currency.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

The preparation of the financial statements in conformity with IFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income, and expenses. The actual results may differ from these estimates and
assumptions. Estimates and underlying assumptions are reviewed on an ongoing basis. The revisions to
accounting estimates are recognised in the period in which the estimate is revised and to the future periods
affected.

The information about critical judgements in applying accounting policies that have the most significant
effect on the amounts recognised in the financial statements is included in note 2.5.
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Notes (Continued)
2 Significant Accounting Policies (continued)

2.3 Going Concern

The Directors have reviewed the Company’s Going Concern position taking account of its current business
activities, budgeted performance and the factors likely to affect its future development, which are set out in
these financial statements, and include the Company’s objectives, policies and processes for managing its
capital, its financial risk management objectives and its exposure to credit and liquidity risks in note 20.

In consideration of the Company’s current resources and review of financial forecasts and projections,
taking account of its research and development program as it relates to its Truck and production of said
vehicles, various sensitivity analyses have been performed to reflect possible downside scenarios, include
the continued impact of Covid-19 and the impact of the situation in Ukraine on the business. Whilst the
global pandemic and the situation in Ukraine may impact our businesses supply chain (including costs of
components), it is not currently expected to manifest itself in the curtailment of work performed on product
development or volumes of vehicle production, noting significant working capital expenditure is planned
to fund both areas. '

The Directors have considered the Company’s forecast cash flows, liquidity, the expected operational
activities to be undertaken, taking account the research and development program and the expected vehicle
production, together with the proceeds raised from three private placement equity raises, totaling £85.1
million at the 19 April 2022 (USD 113 million), of which £4.0 million (USD 5.5 million) was raised in
February 2021, £41.9 million (USD 56.6 million) was raised in November 2021 and £39.2 million (USD
50.9 million) was raised in March and April 2022.

The Company’s forecast expenditure is based on Board approved budgets which are aligned to the
expectations of its investors, the company’s current build plan, and its planned investment in research and
development of vehicle development and growth. While the Directors believe that there is a reasonable
expectation that the Company will have adequate resources to continue in operational existence for the next
12 months from the approval of these financial statements, the Company’s forecasts indicate that the level
of expenditure required to fund its operations in line with its current strategy will exceed the committed
available working capital.

While reductions could be made in its fixed cost expenses, the Company needs to continue to invest in
product development plans and vehicle production to maintain its market presence. Such investment
requires significant levels of working capital without which the Company would be unable to meet its
current strategy and the expectations of its investors. While the Directors have a reasonable expectation
that further funding will be made be available through future funding rounds with its existing investors,
these are not committed and should they not occur, the Company would need to seek additional funding
beyond the facilities currently available.

Taking account of the above, the directors have concluded that the circumstances set out above represent a
material uncertainty, which may cast significant doubt about the Company’s ability to continue as a going
concern and therefore that it may be unable to realise assets and discharge liabilities in the normal course
of business. The financial statements do not include the adjustments that would be required if the Company
were unable to continue as a going concern.
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Notes (Continued)
3 Significant Accounting Policies (continued)

2.4 Summary of significant accounting policies

The following are the significant accounting policies applied by the Company in preparing its financial
statements:

Revenue recognition

IFRS 15 Revenue, requires revenue to be recognised under a ‘five-step’ approach when a customer obtains
control of goods or services in line with the performance obligations identified on the contract. Under IFRS
15, revenue recognition must reflect the standard’s five-step approach which requires the following:

e  Identification of the contract with the customer;

. Identification of the performance obligations in the contract;

e  Determination of the transaction price;

e  Allocation of the transaction price to the performance obligations;

e  Recognition of the revenue when (or as) each performance obligation is satisfied.

At contract inception the total transaction price is estimated, being the amount to which the Company
expects to be entitled and to which it has present enforceable rights under the contract. Once the total
transaction price is determined, the Company allocates this to the identified performance obligations in
proportion to their relative standalone selling prices and revenue is then recognised when (or as) those
performance obligations are satisfied.

For each performance obligation, the Company must determine if revenue will be recognised over time or
at a point in time.

Revenue from the sale of electric trucks is recognised net of VAT, at the point of delivery of the truck to
the customer. At the time of the revenue recognition, the transaction price is reduced to recognise an
estimated variable consideration related to future servicing or maintenance work, being an additional
performance obligation to be satisfied subsequent to delivery of the vehicle to the customer.

For the servicing and maintenance performance obligation, which is recognised over time, the Company
applies a revenue recognition method that is expected to approximate the services provided to the customer
for the expected warrantied work. The Company has access to historical data available on servicing and
warranty work provided subsequent to the delivery of the vehicles to the customer and therefore this
decision requires the judgement of management.

In the year ended 31 December 2020, the Company recognised revenues from the building or refurbishing
batteries, at the point in time that the batteries are despatched to the customer. The Company provides a
warranty in respect of this work. Based on historical data for these refurbishments, expected returns under
this policy are currently deemed negligible and thus 100% of revenue is recognised as batteries are delivered
to the customer.

Government Grants

The Company has taken advantage of the UK’s Coronavirus Job Retention Scheme as well as earning other
forms of Government assistance and grants. In accounting for the income, the Company has applied IAS
20: ‘Government grants’. Under the Company’s accounting policy, grants are recognised when there is
reasonable assurance that the Company will comply with the conditions attaching to them, and that the
grant will be received.

Government grants and Other Grant Income is recognised in the Income Statement as Other Income on a
systematic basis, over the periods in which the related costs that they are intended to compensate are
recognised.
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Notes (Continued)
2 Significant Accounting Policies (continued)

Finance income and expense

Net financing costs comprise interest payable, including the finance expense of lease liabilities and the
dilapidation provision, foreign exchange and interest receivable which are recognised in the income
statement. Interest income and interest payable are recognised as a profit or loss as they accrue, using the
effective interest method. Finance costs are interest which is measured using the effective interest method.

Defined contribution pension schemes

Employees are enrolled in “The People’s pension Scheme”. The Scheme is a not-for-profit multi-employer
pension scheme. The assets of all this scheme are held separately from those of the Company in
independently administered funds. The amount charged to the income statement represents the
contributions payable to the scheme in respect of the accounting period. Unpaid contributions are included
in other creditors. :

Employee share awards
Until 12 August 2020, the Company was a 100% owned subsidiary of Tevva Motor Jersey Limited, a
company registered in Jersey. Tevva Motors Jersey Limited provided benefits to certain employees in the
form of share-based payment transactions, whereby the recipient renders service in return for shares or
rights over future shares (“equity settled transactions™). The cost of these equity settled transactions with
~ employees is measured by reference to an estimate of their fair value at the date on which they were granted
using the Black-Scholes option input pricing model, which takes into account the terms and conditions
upon which the options were granted. The amount recognised as an expense is adjusted to reflect the actual
number of share options for which the related service and non-market performance conditions are expected
to be met, such that the amount ultimately recognised as an expense is based on the number of share options
that meet the related service and non-market performance conditions at the vesting date.

The cost of equity settled transactions is recognised by the Company, together with a corresponding
increase in reserves, over the period in which the performance conditions are fulfilled, ending on the date
that the option vests.

In the company’s financial statements, these awards, in proportion to the recipients who are employees of
the company, are treated as an equity-settled share-based payment, as the company does not have an
obligation to settle the award. An expense for the grant date fair value of the award is recognised over the
vesting year, with a credit recognised in equity. The credit is treated as a capital contribution, as Tevva
Motors Jersey Limited is compensating its subsidiary’s employees with no cost to the subsidiaries as there
is no expectation that they will recharge the cost.

Foreign currencies

Transactions in foreign currencies are translated at the exchange rates ruling at the dates of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to
the functional currency at the exchange rate at that date and the gains or losses thereon are included in the
income statement. -

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rate at the date of the transaction.
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Notes (Continued)
2 Significant Accounting Policies (continued)

Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised
in the income statement, except to the extent that it relates to items recognised directly in equity, in which
case it is recognised directly in equity. or in other comprehensive income. Current tax is the expected tax
payable on the taxable income for the year, using tax rates enacted, or substantively enacted at the balance
sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available
against which the temporary differences can be utilised. Deferred tax assets are reviewed at each reporting
date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Deferred tax is recognised at the tax rates that are expected to be applied to the temporary differences when
they reverse, based on rates that have been enacted or substantially enacted by the reporting date.

Research and development tax credit

The company may be entitled to claim tax allowances in relation to qualifying research and development
(R&D) expenditure (e.g., R&D tax credits). The company accounts for such allowances as tax credits,
which means that they are recognised when it is probable that the benefit will flow to the Company and that
benefit can be reliably measured. They are claimed through HMRC’s research and development
expenditure credit (RDEC) tax credit scheme because the Company is not eligible to utilise HMRC’s
scheme available to small and medium sized entities due to the Company’s ownership structure. The
Company recognises such income in other income in the income statement and other receivables on the
balance sheet, until the cash is received.

Intangible assets
Purchased intangible assets, such as software are recognised at cost and amortised over their useful life

using the straight-line method.

In accordance with IAS 38, research costs are recognised as expenses when incurred and development cost
are recognised if and only if; it is probable that the expected future economic benefits that are attributable
to the asset will flow to the entity; and the cost of the asset can be measured reliably. If the criteria for
recognition as assets are not met, the expenses are recognised in the income statement in the year in which
they are incurred.

Development costs of the fundamental product design has been capitalised at cost, as the fundamental
product design is considered likely to be utilised as a benefit by the Company for at least the next four
years.

Development expenditures included directly attributable salary costs, consulting fees and other relevant
costs incurred to develop the technology. Production costs and vehicle companents casts to develop
prototype trucks used for testing are initially recorded into inventory. Once the vehicle has been completed
it will be transferred out of inventory to intangibles.

Internally generated intangibles which do not meet the criteria for capitalisation under IAS 38, are not

capitalised and the related expenditure is reflected in profit or loss in the period in which the expenditure is
incurred.
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Notes (Continued)
2 Significant Accounting Policies (continued)

Amortisation of capitalised development costs is charged to the income statement on a straight-line basis
over the useful life of the intangible, being the testing period prior to commencement of commercial
production. No subsequent development costs are expected to be capitalised once commercial production
has begun.

Impairment of non-financial assets

At each reporting date, the Company assesses whether there is any indication that an asset may be impaired.
Where an indicator of impairment exists or the asset requires annual impairment testing, the Company
makes a formal estimate of the recoverable amount. Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount.
Impairment losses are recognised in the income statement.

Impairment losses are reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.

Property, plant and equipment
Property, plant, and equipment are measured at cost less accumulated depreciation and impairment losses.
Cost comprises purchase price and directly attributable expenses.

Depreciation is calculated on a straight-line basis to write down the assets by equal instalments over their
estimated useful economic lives as follows:

¢ Leasehold improvements Over the life of lease
¢ Right of use asset Over the life of lease
o Fixtures, fittings and computer equipment 5 years

e Demonstration vehicles up to 4 years

e Plant and machinery S years

¢ Testing and development equipment 1-6 years

The carrying values and useful economic lives of all property, plant and equipment are reviewed and
adjusted if appropriate, at the end of each financial year. If expenditure maintains the life of the non-current
asset or maintains its earning capacity, then it is treated as revenue related expenditure and expensed as
incurred. Alternatively, if the expenditure provides incremental future benefits so that it improves the
earning capacity or extends the life of the non-current asset beyond its originally intended useful economic
life, then it is treated as capital expenditure.

Where vehicles are used for demonstration, these are originally booked in inventory until they are
constructed, at this point they will be transferred from inventory to motor vehicles at cost.

Gains and losses on disposals are calculated by comparing proceeds (net of costs to sell) with the carrying
amount and are included in the income statement.

Investments

The Company has elected to measure its investment in Advanced Electric Machines Group Limited, which
is not held for trading, to be classified as a financial instrument held at fair value through other
comprehensive income as this reflects the strategic nature of the equity investment.

Equity instruments held at fair value through other comprehensive income are initially recognised at fair

value with subsequent changes in fair value being recognised in other comprehensive income with no
subsequent reclassification of fair value gains and losses to the Income Statement.
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Notes (Continued)
2 Significant Accounting Policies (continued)

Inventories .

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on a
weighted average principle, and includes expenditure incurred in acquiring the inventories, production or
conversion costs and other costs incurred in bringing them to their existing location and condition. In the
case of work in progress, cost would include an appropriate share of production overheads based on normal
operating capacity. '

Where vehicles are constructed as a prototype for testing and development they are transferred to intangible
assets and amortised over the testing period. Where vehicles are constructed for display purposes they are
transferred to tangible assets upon construction.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs
of completion and directly attributable selling expenses. :

Trade and other receivables

Trade and other receivables are carried at amortised cost, less provision for impairment. Any change in
their value through impairment or reversal ot impairment is recognised in the income statement. Advances
for which the related work has not started, and billings in excess of costs incurred and recognised profits,
are presented as deferred income.

Trade and other payables
Trade and other payables are stated at their cost less payments made.

'Cash and cash equivalents
Cash and cash equivalents in the balance sheet comprise cash balances and call deposits with an original

maturity of three months or less. Bank overdrafts that are repayable on demand and form an integral part
of the Company’s cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows. To the extent there is a legal right of set of and there is the intention
to settle net or realise at the same time, the overdraft can be offset against the cash balance on the balance
sheet; in the absence of both conditions, cash and overdraft are not offset.

Cash received in respect of an equity subscription agreement has been classified as current restricted cash
on the Company balance sheet.

Deferred income

Amounts received prior to the delivery of goods and services are recorded as deferred income and released
to the income statement as they are provided.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less directly attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost with any
difference between cost and redemption value being recognised in the income statement over the period of
the borrowings on an effective interest basis. Loan arrangement fees are netted off against borrowings and
are amortised over the term of the facility using the effective interest rate applicable to that facility.

Loans with the Parent Company are non-interest bearing, under I[FRS 9 imputed interest is recognised on
these loans. The interest rate used is comparable to the interest rate applicable to loans the Company could
obtain from comparable third-party loans. The cash proceeds from the parent are recognised at fair value
on inception of each loan and amortised over the term of the loan. If these loans are waived, the balance
waived is treated as a deemed distribution to the parent company and credited to the capital contribution
reserve.
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Notes (Continued)

IFRS 9 Financial instruments

Impairment

Loans and receivables, which include trade debtors, VAT receivable, grant income receivable, Corporation
tax receivable, contract assets and other debtors, are held initially at cost. [FRS 9 mandates the use of an
expected credit loss model to calculate impairment losses rather than an incurred loss model, and therefore
it is not necessary for a credit event to have occurred before credit losses are recognised. The Company has
elected to measure loss allowances utilising probability-weighted estimates of credit losses for trade
receivables at an amount equal to lifetime expected credit losses. A detailed review has been conducted of
the Company’s financial assets, which primarily comprise its portfolio of current trade receivables grants
receivable, contract assets and other debtors, which have a consistent history of low levels of impairment,
so the inclusion of specific expected credit loss considerations did not have a material impact on transition
to IFRS.

Convertible loan notes

The convertible loan note issued during the year is considered to be a hybrid financial instrument
comprising a loan and a conversion feature. The loan is classified as a financial liability and under IFRS 9
the Company has chosen to measure the whole instrument at fair value which on inception was considered
to be transaction price. Subsequently at each balance sheet date, any change in fair value is laken through
the income statement.

Warranty provisions

Warranties are provided on sale of vehicles where there is a present obligation to provide service or
warranty services for a fixed term as a result of the terms of the revenue contract and are accrued at the
time a vehicle is delivered to the customer. Warranty provisions include management’s best estimate of the
projected costs to repair or to replace any items under warranty, based on management’s best estimate of
projected warranty experience until adequate historical data is accumulated. We may have material changes
in costs incurred as we accumulate more data and experience, and we will adjust our estimates as needed.
Warranty expense is recorded as a component of cost of revenues in the Income Statement.

IFRS 16: Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether
the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration. The Company applies a single recognition and measurement approach for all leases, except
for short-term leases and leases of low-value assets. The Company recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets. Judgement is applied
to determine whether consideration is made incurred and other terms within such arrangements.

i) Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any re-measurement of lease liabilities. The cost of
right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and lease
payments made at or before the commencement date less any lease incentives received.
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Notes (Continued)
2 Significant Accounting Policies (continued)

Right-of-use assets are depreciated on a straight-line basis over the shorter of the lease term and the
estimated useful lives of the assets. The lease term would only include periods covered by an option to
extend if the Company is reasonably certain to exercise that option. Under IFRS 16, right-of-use assets are
tested for impairment in accordance with IAS 36. The company has concluded that there is no residual
value included in any of the rental leases.

ii) Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Company and payments of penalties for terminating the lease, if the lease term reflects the Company
exercising the option to terminate and any other payments to the landlord relating to the leased asset which
are determined to be in substance lease payments.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the carrying amount of lease liabilities is re-measured if
there is a modification, a change in the lease term, a change in the lease payments (e.g., changes to future
payments resulting from a change in an index or rate used to determine such lease payments) or a change
in the assessment of an option to purchase the underlying asset.

iii) Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and
equipment (i.e., those leases that have a lease term of 12 months or less from the commencement date and
do not contain a purchase option). It also applies the lease of low-value assets recognition exemption to
leases of office equipment that are considered to be low value. Lease payments on short-term leases and
leases of low-value assets are recognised as an expense on a straight-line basis over the lease term.

In May 2020, the IASB issued an amendment to IFRS 16 (Covid-19-Related Rent Concessions). It is
effective for annual periods beginning on or after 1 June 2020, but earlier application was permitted,
including in financial statements not authorised for issue at 28 May 2020. The amendment provided relief
to lessees from applying IFRS 16 guidance on lease modification accounting for rent concessions arising
as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect not to assess
whether a Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes this
election accounts for any change in lease payments resulting from the Covid-19 related rent concession the
same way it would account for the change under IFRS 16, if the change were not a lease modification.

Changes in accounting policy and disclosures

(a) Amended standards adopted by the Company
The following new accounting pronouncements were adopted by the Company to comply with
amendments to IFRS.

23



DocuSign Envelope |D: ASB50C8B-2EAF-4B77-A880-9167CD55576A

Notes (Continued)
2 Significant Accounting Policies (continued)

The amendments listed below did not have any impact on the amounts recognised in prior periods and are
not expected to significantly affect the current or future periods.

¢ Revised Conceptual Framework for Financial Reporting

o Definition of Material — amendments to IAS 1 and IAS 8

o Definition of a Business — amendments to [FRS 3

¢ Interest rate benchmark reform — amendments to IFRS 9, IAS 39 and IFRS 7 — phase 1

The new accounting pronouncement below and its related practical expedient was adopted during the year.
e Covid-19 — Related Rent Concessions - amendment to [FRS 16 (see above)

(b) New accounting pronouncements, that are not yet effective and have not been adopted early by
the Company, to be adopted on or after 1 January 2021 _
¢ Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards
e Amendments to References to the Conceptual Framework
¢ Amendments to IAS 1 Presentation of Financial Statements on classification of liabilities as
current and non-current
e Interest rate benchmark reform — amendments to IFRS 9, IAS 39 and IFRS 7 — phase 2

The Company’s financial reporting will be presented in accordance with the new standards above, which
are not expected to have a significantly material impact on the résults, financial position or cash flows of

the Company, from 1 January 2021.

2.5 Critical judgements and estimates in applying the Company's accounting policies

Leases :

Key judgements impact the issue of measurement when they relate to determining the appropriate basis
values where consideration is required on legal limits on the use of the asset, installation of improvements,
or where there is an option to extend the lease after the initial period and with economic/ potential lives that
exceed the lease period.

Moreover, in determining the discount rate, use is made of the incremental borrowing rate, where an
increase in the discount rate would result in a lower value of the initial right-of-use asset and lease liability,
lower depreciation expense and a higher interest expense over the term of the lease.

Carrying value of Intangible fixed assets

Management reviews the carrying value of intangible assets for both development costs and vehicles at
each Balance Sheet date. In determining the carrying value management make judgements around whether
the costs meeting the definition of intangible assets under IAS38 only if, it is probable that the expected
future economic benefits that are attributable to the asset will flow to the entity; and the cost of the asset
can be measured reliably. At each balance sheet date, management will reassess the testing period for which
the development costs and vehicles will be used over and either impair the carrying value or realign the
amortisation period.

Impairment of Inventory :

The inventory is assessed tor impairment at the year end and where the net realisable value of assembled
vehicles or the vehicle component stock is expected to be lower than its cost, due to technical or strategic
updates, a provision is made against the fall in value.
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Fair Value of Investment

The Company assesses at each reporting date whether there are any indications that its assets may be
impaired. Judgement is therefore required to determine whether there have been any changes to the fair
value of its investment in Advanced Electric Machines Group Limited which is unquoted. The investment
in Advanced Electric Machines Group Limited has been valued at the £8.92 price paid per share in the most
recent equity issue in late 2020, and the use of this £8.92 price per share is based on management’s view
that this is the most appropriate observable input as it is an equity transaction at arm’s length. However
Advanced Electric Machines Group Limited is an unquoted company developing a relatively new
technology dependent on a limited number of suppliers and customers and there is a risk that this valuation
could be over-estimated.

Useful economic life (UEL) and depreciation of PPE

Calculation of depreciation requires management to make judgements regarding the useful economic lives
of fixed assets in regards to legal limits on the use of the asset, improvements and residual value. These
judgements are based on Tevva’s experience of similar assets, engineering data, specialist knowledge and
know-how and industry standards.

Where management identifies that actual UELs differ from those estimated, the UELs are adjusted in the
period that the difference is identified. As Tevva continues to efficiently utilise existing assets by extending
lives where appropriate, the differences between the estimated and actual UELs could have a positive or
negative impact on the financial statements.

Warranty revenue and provisions

Warranty claims from sales transactions are calculated on the basis of losses to date, and the estimated
future losses and assumptions must be made about the nature and extent of future warranty and ex gratia
claims. For the provisions recognised in connection with vehicles, assumptions were made in particular
about working hours, transport costs of vehicles and hourly wage rates. The actual outcome of warranties
may deviate from the expected outcome and materially affect the warranty costs and provisions in future
periods.

Under the application of IFRS 15, warranty related revenues have been accounted for as a separate
performance obligation and a portion of the sales price has been allocated to this obligation. The contract
was loss-making and all losses were recognised in the year ended 31 December 2019. The allocation of
revenue to this performance obligation has been determined to be the same value as the expected warranty
charge with no profit or loss being recognised and therefore deferred revenue is equal to the warranty
liability

Fair value of convertible loan notes

The convertible loan note issued on 15 December 2020 has been recognised at fair value under IFRS 9
which is equal to the transaction price. The fair value as at 31 December 2020 is not considered to be
materially different from the fair value at issue. This assessment is based upon the fact that the business
was closed from 18 December 2020 until early January 2021 therefore no operational decisions or financing
transactions took place to impact the fair value of the loan note. The equity raise in February 2021 did not
qualify as a qualifying event under the terms of the Convertible loan note and therefore should not be
considered when assessing fair value.

Fair value of intercompany interest free term loans

Interest free intercompany term loans have been recognised at fair value at inception. The fair value at
inception was determined based on management’s estimate of the market rate of interest applicable at the
date of issuance of the loan.
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3 Revenue
Audited Unaudited
2020 2019
£ £
Primary business segment:

Sale of trucks - 1,115,544
Warranty and servicing . 59,533 -
Sale of batteries 317,488 71,197
Total Revenue 377,021 1,186,741

Primary Geographical Market:
Audited Unaudited
2020 2019
£ £
UK i 377,021 1,186,741
Total Revenue 377,021 1,186,741

Revenue earned from sale of trucks in 2019 related to electrification of customer owned vehicles. All
payments due from the customer in respect of the contract had been received by 31 December 2020.

A portion of the consideration received from electrification of trucks has been deferred because Tevva
has an ongoing obligation to service the fifteen trucks for a period of 24 months from the date of delivery
of the vehicle to the customer. The quantum of revenue being deferred is based on an estimate of the
costs we expect to incur in satisfying the contract obligations of servicing and maintaining the trucks and
is recognised over the term of the obligation. These costs are predominately parts, labour and transport
costs. The contract was loss-making and all losses were recognised in the year ended 31 December 2019.
No profit or loss is being recognised in respect of service and warranty revenue and therefore deferred
revenue is equal to the warranty liability. Should the cost to service this performance obligation increase,
further losses will be reported until the expiry of the performance obligation.

The deferred revenue and warranty provisions included in these accounts in respect of the sale of trucks
in 2019 are as follows:

Audited Unaudited

2020 2019

£ £

Warranty provision (Note 18) (123,404) (182,937)
Deferred revenue (Note 17) : (123,404) (182,937)

There is a contract asset of £200,000 held in other debtors at 1 January 2019, which was cash paid to the
customer as security in respect of the 15 customer owned vehicles which were being retrofitted with Tevva
electrification motors. This was repaid to Tevva on delivery of the last vehicles under the terms of the UPS
contract. There were no contract assets of this nature at 31 December 2019 or 31 December 2020.

There is a contract liability at 1 January 2019 relating to the receipt of £843,750 in advance of delivery of
this revenue contract (Note 18). The contract was fulfilled in the year ended 31 December 2019. These
funds were received in May and June 2017 and released from escrow on 30 May 2019. Management do
not consider this to represent a financing transaction aligning with management’s expectation at the time
that the delivery of the completed vehicles would occur within 12 months of the cash being received.

‘There were no contract liabilities of this nature at 31 December 2019 or 31 December 2020.
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4 Other income
Audited Unaudited
2020 2019
£ £
Job retention scheme 755,961 -
Development grants 117,464 11,944
Research and development tax (RDEC) claim ‘ 107,057 336,045
Total other income ) 980,482 347,989
5 Loss from operations
Audited Unaudited
2020 2019
£ £
The loss from operations is stated after charging/(crediting)
the following:
Depreciation of property, plant and equipment 175,660 160,926
Loss on disposal of property, plant and equipment - 6,494
Amortisation of Right of use assets 112,494 112,495
Amortisation of Intangible Fixed Assets 41,349 41,349
Impairment of Tangible Fixed Assets - 198,579
Impairment of Intangible Fixed Assets 504,363 -
Development costs expensed 131,111 1,364,409
Impairment losses — inventory 434,276 274,615
Property and car hire leases less than one year 6,460 25,169
Foreign exchange losses and (gains) 3,320 (12,237)
Auditor’s remuneration — audit services 118,500 -
6 Finance income and expense
Audited Unaudited
2020 2019
£ £
Exchange gains - 12,237
Bank interest receivable ‘ 507 1,257
Finance Income 507 13,494
Lease liability finance expense 11,828 24,510
Unwinding of finance expense on liability 8,416 7,731
Convertible loan finance expense 21,699 -
Short-term loan finance expense (note 23) 90,000 -
Bank charges 2,047 2,239
Finance expense on interest-free intragroup loans - 493,885
Finance expense on interest-bearing intragroup loans - 47,860
Exchange losses 3,320 -
Total Finance expense 137,310 576,225
Net Finance expense (136,803) (562,731)

A £493,885 intragroup interest charge arose in 2019 on interest-free loans from the Company’s (now former)
parent, Tevva Motors Jersey Limited (‘TMJ’). Prior to 30 September 2019, the Company had received
£15,196,978 of interest-free funding from TMJ. In accordance with the applicable accounting standards, as the
loans were required to be repaid on the tenth anniversary of each draw down, the loans were recorded initially at
their present value based on an interest rate of 10% which was considered to be the rate the company could obtain
from an un-related third party at the date of inception of the loan. The difference between the cash proceeds and
the discounted present value recorded as the principal of the debt had been recorded as an additional capital
contribution from the parent company in the statement of changes in equity. In the year ended 31 December
2018, £10,971,790 was loaned resulting in a capital contribution of £6,741,690. In the year ended 31 December
2019, £4,225,188 was loaned resulting in a capital contribution of £2,596,195.
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6  Finance income and expense

In the year ended 31 December 2019, the interest-free funding provided to 30 September 2019 by TMJ was
capitalised into 100 shares in Tevva Motors Limited which were allotted and issued at a par value of £0.01 each
with an increase of £1 to share capital and an increase of £6,642,740 to share premium.

The £6,642,741 capitalised intragroup funding arose from the £5,859,093 net present value of the funding at draw
down, as shown below, and £783,648 of unwound finance expense, £289,763 which had been unwound in the
year to 31 December 2018 and the £493,885 which had been unwound in the year to 31 December 2019.

Between 1 October 2019 to 31 December 2019, a further £3,328,600 was lent to the Company by Tevva Motors
(Jersey) Limited. Interest was charged amounting to £47,860 on these loans under the terms of the agreement at
12% until 31 December 2019. No interest was charged in the year ended 31 December 2020. This loan was
capitalised in April 2020 through the issue of equity of 100 ordinary shares in the Company to TMJ. 100 shares
were allotted and issued at a par value of £0.01 for a total increase to share capital of £1, with £3,328,599 taken
to share premium. As interest had been charged on these loans from the date of draw down, no transactions were
required to the capital contribution reserve.

7 Taxation
Audited Unaudited
2020 2019
£ £
Current Tax

Research and Development tax charge 20,341 42,680
Total current tax charge for the year 20,341 42,680

Deferred Tax
Current year - -
Total deferred tax for the year i - -
Tax charge for the year 20,341 42,680

The charge for the year can be reconciled to the profit per the income statement as follows:

Audited Unaudited

2020 2019

£ £

Loss on ordinary activities before tax (4,750,367)  (7,791,704)

Tax on loss at standard UK tax rate of 19% (2019: 19%) (902,570)  (1,480,424)
Effects of:

Expenses not deductible : - 536

Change in unrecognised deferred tax assets — trading losses 902,570 1,479,888

Tax charge on Research and Development credit 20,341 42,680

20,341 42,680

Total tax charge for the period

Deferred tax assets are recognised for tax losses carried forward to the extent that the realisation of the related
tax benefit through future taxable profits is considered more likely than not. The Company has unrecognised
deferred tax assets of £2.8 million.(2019: £1.9 million).in respect of losses that can be carried forward indefinitely
against future taxable income.
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8 Information on Directors & Employees

The average number of persons employed (including directors) by the company during the year was as

follows:
Audited Unaudited
2020 2019
Employees: 67 54

Wages and Salaries of the Company was as follows:
‘ Audited Unaudited

2020 2019
£ £

Wages and Salaries:
Salary and benefits 2,399,454 3,070,258
Social Security 259,735 351,872
Pension contribution 66,362 115,270
Compensation on loss of office 257,002 -
Total 2,982,552 3,537,400

No staff costs were capitalised as intangible assets (2019: £Nil)

The remuneration of the Directors paid by the Company was as follows:
Audited Unaudited

2020 2019
£ £
Directors' Emoluments: )
Salary and benefits ‘ 151,975 150,000
Social Security 18,447 19,314
Pension contribution . 14,215 8,978
Compensation for loss of office 204,902 -
Total 389,539 178,292
Audited Unaudited
2020 2019
£ £
Emoluments in respect of highest paid Director:
Salary and benefits 25,833 150,000
Social security 3,163 19,314
Pension contribution 10,177 8,978
Compensation for loss of office 144,902 -
Total 184,075 178,292

Key Management Personnel

Key management personnel who have authority for planning, directing and controlling the activities of the
Company include the Company’s founder, and Managing Director, other Directors of the Company and the
Company’s leadership team, which comprises the heads of Operations, Engineering, Commercial Property, Sales
and Marketing and Finance. Total key management remuneration consists of:
' Audited Unaudited

2020 2019

£ £
Total remuneration 476,559 942,337
Social Securily 60,167 111,782
Pension contribution 22,495 57,301
Compensation for loss of office 257,002 -
Total key management personnel costs 816,223 1,111,420
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9 Investments
- Audited  Unaudited
2020 2019
£ £
As at 1 January 2020 - -
Transfer from Parent Company (note 22i) 1,255,882 -
Total investments 1,255,882 -

At 31 December 2020, the Company held 18,834 Ordinary A Shares and 121,960 Ordinary shares, being 11.9%
of Advanced Electric Machines Group Limited (“AEM”). It is an associate which the company has a minority
stake in and does not have significant influence over. AEM is incorporated in England and Wales, with its
registered office at Teal House 10 Teal Farm Way, Washington, Tyne and Wear, NE38 8BG. The A Ordinary
shares and Ordinary shares have full voting, dividend and capital distribution rights.

The principal activity of Advanced Electric Machines Group Limited is the design, development and manufacture
of sustainable electric motors, generator and transmission products, which are being developed for use in
commercial vehicles, rail, industrial and aerospace applications.

The investment in Advanced Electric Machines Group Limited, which is not held for trading, has been classified
as a financial instrument held at fair value through other comprehensive income

The 140,794 shares held in Advanced Electric Machines Group Limited have been valued at the £8.92 being the
price paid per share in the most recent equity issuance in late 2020.

10 Intangible assets

Development v, 4 ictes | Total
costs
£ £ £

Cost:
At 1 January 2019 (unaudited) 124,046 - 124,046
Additions - 164,363 164,363
At 31 December 2019(unaudited) 124,046 164,363 288,409
Transfer from inventory - 340,000 340,000
At 31 December 2020 124,046 504,363 628,409
Depreciation
At 1 January 2019 (unaudited) - - -
Amortisation charge for the year (41,349) - (41,349)
At 31 December 2019 (unaudited) (41,349) - (41,349)
Amortisation charge for the year (41,349) - (41,349)
Impairment - (504,363) (504,363)
At 31 December 2020 . (82,698) (504,363) (587,061)
Net book value:
At 1 January 2019 (unaudited) 124,046 - 124,046
At 31 December 2019 (unaudited) 82,697 164,363 247,060
At 31 December 2020 41,348 - 41,348

Vehicles are used in development and testing of next generation models. The vehicles were fully written down
in the year ended 31 December 2020 aligning with the development of a new model in 2021 with an updated
.chassis and updated technology not deployed in models developed and appropriately capitalised in prior years.
Development costs relate to costs incurred in fundamental product design. These assets are amortised over the
period of testing and ahead of going into commercial production.
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11 Property, plant and equipment

Fixtures,

. Leaschold Fittings &  Demonstration Plant and Testing and
improvement . . development Total
computer vehicles machinery .
s . equipment
equipment

Cost: £ £ £ £ £ £
At1 January 2019 101,229 95,852 - 342,160 63822 603,063
(unaudited)
Additions - 117,639 109,663 49,685 2,971 279,958
Transfer from inventory - - 95,468 - - 95,468
Disposals - (5,352) ; (1,809) - (7,161)
At 31 December 2019 101,229 208,139 205,131 390,036 66,793 971,328
(unaudited)
Additions - 147 - - 51,665 51,812
At 31 December 2020 101,229 208,286 205,131 390,036 118,458 1,023,140
(audited)
Depreciation
At 1 January.2019 ‘ 12,629 17,036 - 76,576 5,920 112,161
(unaudited)
Charge for the year 25,086 39,077 6,552 79,450 10,761 160,926
Impairment - - 198,579 - - - 198,579
Disposals - (194) - 473) - (667)
At 31 December 2019 37,715 55,919 205,131 155,553 16,681 470,999
(unaudited)
Charge for the year 25,085 50,515 - 81,752 18,308 175,660
At 31 December 2020 62,800 106,434 205,131 237,305 34,989 646,659
(audited)
Net book value:
At 1 January 2019
(anaudited) 88,600 78,816 - 265,584 57,902 490,902
At 31 December 2019
(anaudited) 63,514 152,220 - 234,483 50,112 500,329
At 31 December 2020
(andited) 38,429 101,852 - 152,731 83,469 376,481

Demonstration vehicles are used to market next generation models. The vehicles were fully written down in the
year ended 31 December 2020 aligning with the re-design and development of a new model in 2021.

12 Leases

The Company leases all its facilities from which it operates. A 31 December 2020 and 2019, the company held
three property leases for rental periods of more than one year. In addition, it leases a forklift truck on a four-year
lease running from December 2018 until December 2022.

The company has applied the short life exemption permitted by IFRS 16 to three additional short term property
rentals and to vehicle hire contracts with terms of less than a year.

With effect from 1 January 2019, the Company has adopted LFRS 16 Leases, which specifies how to recognise,
measure, and present leases liabilities and the associated right-of-use assets.
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12 Leases (continued)

Right-of-use asset

Property r:z:zll:itnil:': Total
Cost: £ £ £
At 1 January 2019 (unaudited) 549,942 10,025 559,967
Disposals
At 31 December 2019 and 2020 (unaudited) 549,942 10,025 559,967
Depreciation
At 1 January 2019 (unaudited) : 180,234 - 180,234
Charge for the year 109,988 2,506 112,494
At 31 December 2019 (unaudited) 290,222 2,506 292,728
Charge for the year 109,989 2,506 112,495
At 31 December 2020 (audited) 400,211 5,012 405,223
Net book value:
At 1 January 2019 (unaudited) 369,708 10,025 379,733
At 31 December 2019 (unaudited) 259,720 7,519 267,239
At 31 December 2020 (audited) : 149,731 5,013 154,744
Lease liability
Leased Plant and Total
Building equipment
5 .
£
At 1 January 2019 - Unaudited 345,123 10,025 355,148
Interest expense 24,510 - 24,510
Lease payments (123,750) (2,506) (126,256)
Exchange differences '
At 31 December 2019 - Unaudited 245,883 7,519 253,402
Interest expense 11,828 - 11,828
Lease payments ! (62,401) (2,506) (64,907)
At 31 December 2020 195,310 5,013 200,323

The above table also provides an evaluation of the material changes in the Company’s liabilities arising
from financial activities, as noted in the Company’s Cashflow Statement.
Unaudited Unaudited

2020 2019 2018

£ £ £

Lease liabilities - current 133,425 110,898 101,746
Lease liabilities — non-current 66.898 142,504 253.402
TOTAL 200,323 253,402 355,148

32



bocuSign Envelope ID: AéBsocsB-ZEAF-4B77-A880-91670055576A

Notes (Continued)

12 Leases (continued)

At 31 December 2020, the maturity of the lease liability is as follows:

Future minimum lease
payments Interest Present value of minimum
lease payments
Unaudited Unaudited Unaudited

2020 2019 2020 2019 2020 2019
4 £ £ £ £ £ £
Less than one year 140,609 126,256 7,184 15,358 133,425 110,898
yB:;:;’ee“ one and two 56,257 82,790 2,797 7,184 53,460 75,606
?:;:Ze"“ two and five 13,438 69,695 ; 2,797 13,438 66,898
Total 210,304 - 278,741 9,981 25,339 200,323 253,402
13 Inventories
Audited Unaudited Unaudited
2020 2019 2018
£ £ £
Completed Trucks - 340,000 406,681
Components 672,632 449,806 917,283
Work in Progress 33,475 - 130,138
Total inventory 706,107 789,806 1,454,102

The Company has agreed to hold adequate spare part stock for all replacement parts for maintenance of the fifteen
UPS vehicles for a period of 10 years from delivery of the last vehicle to UPS.
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14 Trade and other receivables

Audited Unaudited Unaudited
2020 2019 2018
£ £ £
Trade receivables 54,690 128,403 5,610
VAT receivable 31,838 79,494 140,684
Grant income receivable 105,686 78,662 216,245
Corporation tax receivable 86,716 272,197 176,562
Contract asset held in escrow for
UPS contract - - 200,000
Unpaid share capital 37,000 - -
Other debtors 34,794 11,133 3,714
Prepayments 92,504 458,105 197,473
Total due in less than one year 443,228 1,027,994 940,288
Rent deposits due in more than one 32,250 57,050 57,050
year
Total trade and other receivables 475,478 1,085,044 997,338

Trade receivables are non-interest bearing and generally have 30-day payment terms. Due to their
comparatively short maturities, the carrying value of trade and other receivables approximate their fair value.
All other receivables are due on demand.

Audited Unaudited Unaudited

2020 2019 2018

£ £ £

Corporation tax receivable 86,716 272,197 176,562

The corporation tax receivable relates to claims made to HMRC in respect of certain eligible research and
development costs.

15 Cash and cash equivalents

Audited Unaudited Unaudited

2020 2019 2018

£ £ £

Cash and cash equivalents — unrestricted 3,594,322 380,496 500,722
Cash and cash equivalents - restricted 2,759,511 - -
Total cash and cash equivalents 6,353,833 380,496 500,722

£2.8 million of cash is restricted at 31 December 2020. This relates to receipt of funds (held in USD) in
advance of a private placement of shares. Having considered the nature of this asset, the company
determined that despite the restrictions it should be presented as part of cash and cash equivalents. On 15
February 2021 the Board approved the list of investors and shares were subsequently allotted to
investors. At this time the restriction usage of this cash was lifted to enable the Company to fund operational
spend.
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16 Interest — bearing loans and borrowings

Audited Unaudited Unaudited
2020 2019 2018
£ £ £
Debt due in less than one year:

Bank loan 4,167 - -
Short-term loan 150,000 - -
Total debt due in less than one year 154,167 - T -

Total debt due in more than one year:
Convertible loan notes 4,971,699 - -
Bank loan 45,833 - -
Loan from parent (note 22i) - 2,473,639 4,420,642
Total debt due in more than one year 5,017,532 2,473,639 4,420,642

Convertible loan notes

The convertible loan note proceeds were received on 16 December 2020, from the “Future Fund” government
scheme, which was set up to support UK-based companies, providing funds ranging from £125,000 to £5
million, subject to at least equal match funding from private investors. The scheme, alongside other
Government support schemes, was designed to support companies seeking equity funding which was made
more difficult due to the Coronavirus outbreak.

The Future Fund convertible loan notes are unsecured, have a 36-month maturity date and interest accrues at
an annual rate of 10% per annum. The loan notes are convertible at the discretion of the lender at a conversion
discount of 25%. The interest is not payable on a monthly basis, but accrues until the loan note converts, at
which time the interest may be repaid or converted into equity at the discretion of the company. Conversion
will be triggered by a financing event should more than £4.95 million of funds be raised, or an arms’ length
sale of the company. Restrictions were placed on the use of these funds, and the funds were not permitted to be
used to repay any shareholder loans or to make any bonus or other discretionary payment to any employee,
consultant or director.

In the event that it is determined by the Future Fund (in its absolute discretion) that it would be prejudicial to
the reputation of the Future Fund and/or the UK Government to continue holding its Loan and/or any shares in
the capital of the Company, the Future Fund shall have the option to require the Company to repay its Loan or
purchase all of the shares in the capital of the Company held by the Future Fund, in each case for an aggregate
price of £1.00 at any time.

The convertible loan note issued on 15 December 2020 has been recognised at fair value under IFRS 9 which
is equal to the transaction price, which includes the £4,950,000 principal received together with £21,699 of
interest accrued from 15 December 2020 to 31 December 2020. The fair value as at 31 December 2020 is not
considered to be materially different from the fair value at issue. This assessment is based upon the fact that
the business was closed from 18 December 2020 until early January 2021 therefore no operational decisions

. took place to impact on the fair value. The 2021 equity raise in February 2021 did not qualify as a qualifying
event under the terms of the Convertible loan note and therefore should not be considered when assessing fair
value.

Transaction costs of £61,914 relating to the issue of the convertible loan note have been included within
administrative expenses for the 31 December 2020 year end.

Bank loan

The bank loan of £50,000 relates to a six-year, urisecured, interest-bearing bounce back loan, which is
underwritten by the UK government. Interest is charged at 2.5% per annum noting that the UK Government
pay the first 12 months of interest (being paid directly to the lender by the UK Government) and the
Company is required to repay capital and interest in instalments over the remaining 5 years of the loan.

Short term loan
Relates to £100,000 loan from a related party plus £50,000 accrued interest and fees (see Note 22ii). It was
fully repaid post year end.
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17 Trade and other payables

Trade payables

Taxation and social security
Other creditors

Accruals

Deferred income

Funding proceeds

Total payables due in less than one year

Audited
2020
£

388,362
266,305
32,383
898,020
127,066
2,762,260

4,474,396

Unaudited
2019
£

309,236
110,908
26,433
349,727
210,964

1,007,258

Unaudited
1 January
2019

£

152,092
72,281
43,468
124,089
843,750

1,235,680

Funding proceeds relate to funds received pre year end for equity issued during 2021, the restrictions on
the access to these funds were released in 2021 when the February funding round closed. Refer to note

15.
18 Provisions

At 1 January 2019 (unaudited)
Finance expense

Arising during the year

At 31 December 2019 (unaudited)
Utilised

Finance expense

At 31 December 2020 (audited)

At December 2020 (audited)
Current

Non-Current

At 31 December 2020 (audited)

At December 2019 (unaudited)
Current

Non-Current .

At 31 December 2019 (unaudited)

Warranty Dilapidation

£

182,937
182,937
(59,533)

123,404

123,404

123,404

182,937

182,937

£
84,226
7,731

91,957
8,416
100,373

58,020
42,353
100,373

91,957
91,957

Total

£
84,226
7,731
182,937
274,894
(59,533)
8,416
223,777

181,424
42,353
223,777

183,937
91,957
274,894

Warranties are provided on sale of vehicles where there is a present obligation to provide service or
warranty services for a fixed term as a result of the terms of the revenue contract and are accrued at the

time a vehicle is delivered to the customer.

Dilapidation provisions arise where this a contractual obligation to repair leased assets at the end of the
term of the lease. Non-current dilapidations provisions relate to leases which terminate in more than one

year.
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19 Capital and reserves

Audited Unaudited Unaudited

2020 2019 1 January
2019
Number of Shares
Ordinary shares in issue at the end of the year 612 200 100
Nominal value in £
Ordinary shares in issue at the end of the year 6 2 1

The nominal value of share capital was £0.01 and each ordinary shares entitles the shareholder to receive
dividends as declared from time to time and to one vote per share at meetings of the Company.

Share issuance and Share premium

In the year ended 31 December 2019, the interest-free funding provided to 30 September 2019 by TMJ was
capitalised into 100 shares in Tevva Motors Limited which were allotted and issued at a par value of £0.01
each with an increase of £1 to share capital and an increase of £6,642,740 to share premium.

The £6,642,741 capitalised intragroup funding arose from the £5,859,093 net present value of the funding
at draw down, as shown below, and £783,648 of unwound finance expense, £289,763 which had been
unwound in the year to 31 December 2018 and the £493,885 which had been unwound in the year to 31
December 2019.

Between 1 October 2019 to 31 December 2019, a further £3,328,600 was lent from Tevva Motors (Jersey)

Limited to the Company. Interest was charged on these loans under the terms of the agreement at 12%

until 31 December 2019 of £47,860. No interest was charged in the year ended 31 December 2020. This

loan was capitalised in April 2020 through the issue of equity of 100 ordinary shares in the Company to

TMI. The 100 shares were allotted and issued at a par value of £0.01 for a total increase to share capital of
£1, with £3,376,459 taken to share premium. As interest had been charged on these loans from the date of '
draw down, no transactions were required to the capital contribution reserve.

All cash inflows from TMJ have been treated as intragroup loan inflows in the cash flow statement, and
any subsequent accounting to adjust for unearned interest credited to the capital contribution, or subsequent
capitalisation of loans are non-cash transactions.

In August 2020, 312 ordinary shares of £0.01 each were issued with an increase to share capital of £3, with
£311,997 being recognised in share premium. 37 of these shares were unpaid at the year end, therefore the
cash inflow in respect of shares issued is £275,000, as £37,000 of the share capital had not yet been received.

Capital contribution reserve

The opening capital contribution at 1 January 2019 reserve of £6,741,690 represented the deemed
contributed capital on interest free loans from the parent company, this was increased during 2019 by
£2,596,195 relating to further interest free loans as described in Note 22. These loans were settled through
share issuance in 2019 as detailed above.

In the year ending 31 December 2020, £72 was credited to the capital contribution reserve on the waiver of
the loan from the parent company (see Note 22i), and a further £1,115,088 was credited to the capital
contribution reserve from the fair value adjustment of the 140,794 shares in Advanced Electric Machines
Group Limited, as these shares were transferred from the parent company at £1 per share, and were initially
recognised at fair value of £8.92 price paid per share in the most recent equity issue in late 2020.
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Notes (Continued)
20 Financial instruments
Asset classifications and fair values

The following table shows the carrying value, which is considered to be materially equal to the fair value
for each category of financial instrument:

Audited Unaudited Unaudited
2020 © 2019 1 January 2019
£ £ £
Financial assets at amortised cost
Cash and cash equivalents - unrestricted 3,594,322 380,496 500,722
Cash and cash equivalents - restricted 2,759,511 - -
Trade and other debtors (note 14) ) 296,258 354,742 4 623,303
Equity instruments measured at Fair value
Non-listed investments 1,255,882 —_— -
Total financial assets 7,905,973 735,238 - 1,124,025
Financial liabilities
Interest bearing loans and borrowings
Bank loans 50,000 i - -
Short term loans 150,000 - -
Lease liabilities 200,323 253,402 355,148
Convertible loan note 4,971,699 - -
Loan from Parent (note 22i) - 2,473,639 4,420,641
Other financial liabilities measured at
amortised cost
Trade and other payables (note 17) 420,745 335,659 195,560
Total financial liabilities 5,792,767 3,062,700 4,971,349

Financial assets that are debt instruments measured at amortised cost comprise cash and cash equivalents,
trade debtors, other debtors and accrued income, but exclude prepayments

Financial liabilities measured at amortised cost comprise trade creditors, other creditors, accruals,
intragroup loans but exclude deferred income and taxes.

Information on the convertible loan note, bank loans and short-term loans are detailed in Note 16.
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Notes (Continued)
20 Financial instruments (continued)

Financial instruments risk management objectives and policies

The Company’s principal financial liabilities, comprise loans and borrowings, lease liabilities and trade and
other payables. The main purpose of these financial liabilities is to finance the Company’s operations.

The Company’s principal financial assets include trade receivables, other debtors and cash and short-term
deposits that derive directly from its operations. The Company is exposed to market risk, credit risk, foreign
exchange risk and liquidity risk. The Company’s senior management oversees the management of these
risks. The Board of Directors reviews and agrees policies for managing each of these risks, which are
summarised below.

(i) Credit Risk

Financial risk management

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations and arises principally from the receivables from customers. The

maximum credit exposure comprises the amounts presented in the balance sheet as follows:

Audited Unaudited Unaudited

2020 2019 1 January

£ £ 2019

£

Cash and cash equivalents - unrestricted 3,594,322 380,496 500,722
Cash and cash equivalents - restricted 2,759,511 - -
Trade debtors 54,690 128,403 5,610
VAT receivable 31,838 79,494 140,684
Grant income receivable 105,686 78,662 216,245
Contract asset - - 200,000
Other debtors less than one year 34,794 11,133 3,714
Rent deposits due in more than one year 32,250 57,050 57,050
Total assets exposed to credit risk 6,613,091 735,238 1,124,025

Other debtors primarily consist of deposits held for rental properties or other leases.

None of the assets reported above were considered impaired at the balance sheet dates and the £54,690 of
trade debtors held at 31 December 2020 had been received by 25 January 2021.
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Notes (Continued)

20 Financial instruments (continued)

The maximum exposure to credit risk for trade receivables at the balance sheet date by geographic

region was:

United Kingdom
India

Total trade receivables

Credit quality of financial assets and impairment losses

Not past due

Past due 0-30 days

Past due 31-120 days
More than 120 days

Total trade receivables

Audited
-2020
£

54,690

54,690

Unaudited
2020
£

35,838
18,852

54,690

Unaudited
2019
£

56,132
72,271

128,403

Unaudited
2019
£

22,500
38,964

66,939

128,403

Unaudited
1 January
2019

£

5,610

5,610

Unaudited
1 January
2019

£

765

4,500
345

5,610
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Notes (Continued)
20 Financial instruments (continued)
(ii) Liquidity risk

Exposure to liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.
The Company has prepared detailed cash flow forecasts to ensure funds are available to meet its secured and
unsecured commitments as and when they fall due. The contractual maturities of financial liabilities at the
reporting date are presented below, and the amounts disclosed are gross and undiscounted, and include
contractual interest payments:

31 December 2020 _ Contractual cashflows
Financial liabilities Carrying Total 3 months Duein3 Duein  Duein Due in
amount orless months - one-two three — more
one year years five than
years five
£ £ £ £ £ £ years £
Trade & other :
payables 4,474,396 4,474,396 4,474,396 - - - -
Bank loans 50,000 53,177 - 4,670 11,031 21,312 16,164
Short term loans 150,000 150,000 150,000 - - - -
Lease liabilities 200,323 221,010 100,089 51,226 56,257 13,438
Convertible loan note 4,971,699 4,971,699 - - - 4,971,699 -
Total financial
liabilities 9,846,418 9,870,282 4,724,485 55,896 67,288 5,006,449 16,164
31 Dccember 2019 Contractual cashflows
Financial liabilities Carrying Total 3 months Duein3 Due in Due in Due in
amount orless months - one-two three — more
' one year years five than
years five
£ £ £ £ £ £ years £
Trade & other
payables 335,659 335,659 335,659 - - - -
Lease liabilities 253,402 278,741 31,564 94,692 82,790 69,695 -
Loan from Parent 2,473,639 2,572,860 - - - - 2,572,860
Total financial
liabilities 3,062,700 3,187,260 367,223 94,692 82,790 69,695 2,572,860
(iii) Market Risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the Company’s income or the value of its holdings of financial instruments. There is also a
risk of competition in the mid-range electric truck market.

41



DocusSign Envelope |D: A9B50C8B-2EAF-4B77-A880-9167CD55576A

Notes (Continued)

20 Financial instruments (continued)

(iv) Foreign currency risk

The Company has exposure to foreign currency risk arising from cash and trade and other payables
which are denominated in foreign currencies.

Unaudited Unaudited

2020 2019 1 January

£ £ 2019

£

Cash held in USD 2,759,511 - -
Other creditors held in USD (2,762,260) - -
Net exposure (2,749) - -

A 10% strengthening or weakening of US dollars against the pound would not have had a significant
impact on these financial statements.

(iv) Interest rate risk

At the balance sheet date, the interest rate profile for the Company’s interest-bearing financial instruments

was:

Unaudited Unaudited
2020 2019 1 January
£ £ 2019
£

Fixed rate financial instruments:
Bank loan 50,000 - -
Short term loans 150,000 - -
Convertible loan note 4,971,699 - -
Loan from Parent - 2,473,639 4,420,641
Lease liabilities 200,323 253,402 355,148
Total fixed rate financial instruments 5,372,022 2,727,041 4,775,789

At 31 December 2020, borrowings consisted of the following:

A £50,000 “Bounce-back” loan provided by the UK government, with interest accruing at 2.5%
per annum, which is to be repaid in 60 installments starting 12 months after the July 2020 draw
down as no repayment of capital is required during the first 12 months of the loan. During the first
12 months, the UK Government will pay interest due under this loan to the bank.

A short-term loan of £100,000 payable, with an associated £50,000 accrued at 31 December 2020
for interest and fees. This was due to be repaid on 13 January 2021, but was repaid on 24 February
2021 together with a total £80,000 of interest and fees.

The £4.95 million convertible loan note, with interest accruing at 10% until repayment or
conversion. This loan will convert on either an equity raise of at least £4.95 million, or on the sale
of the Company. If neither of these events occur in the next thirty-six months, then on the maturity
date of 15 December 2023, the loan notes and the accrued interest will either be repaid or will
convert at a price per share equal to the lowest price per share paid by investor(s) for such class of
shares in the most recent bona fide equity financing after reducing such price per share by the 25%
discount for the principle to be repaid.

. At 1 January 2019 and 31 December 2019, the Company had unsecured loans from its previous

parent company. The loans were due to be repaid in 10 years as one lump sum at the end of the
ten years. Such loans were interest free except for the loan of £2,525,000, issued in the year ended
31 December 2019, where. interest is accrued at a fixed interest rate of 12%. All of these loans
have since either been capitalised or waived as set out in more detail in Note 22i.
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Notes (Continued)
20 Financial instruments (continued)

Lease liabilities
At 31 December 2020, the Company had the following lease liabilities:

o £149,731 of property rental leases, for the warehouse and offices in Chelmsford. These rentals
each run for five years from July 2016, Sep 2016 and May 2018. The weighted average interest
rate of these rental liabilities is 9%.

e  £5,013 lease liabilities from a forklift truck which has been rented for 48 months from December
2018, after which it will be returned to the rental company.

21 Capital commitments

The Company had no capital commitments at 31 December 2020 (2019 (unaudited): Nil).
22 Related parties

The Company has a related party relationship with its shareholders and its directors.
(i) Transactions with former parent
Interest free term loan from parent

Until 11 August 2020, the company was a 100% subsidiary of Tevva Motors Jersey Limited (“TMJ”), who
provided interest free funding to the company, which at 30 September 2019 totaled £10,971,790, which
had been provided on various dates, with each tranche repayable on the tenth anniversary of draw down.
At inception, each draw down was recorded at its fair value assuming an interest rate of 10% with a
corresponding increase recorded in the capital contribution reserve of £6,741,690 recorded at 31 December
2018. During 2019 a further £4,225,188 of funding was received which increased the element of interest
free funding provided by a further £2,596,195, this was subsequently booked into the Capital Contribution
reserve. Interest is then accrued each year until the expected repayment due on the tenth anniversary of the
loan.

Restructure and termination of parent’s controlling interest in the company

At 30 September 2019, the £15,196,978 interest free funding provided by the parent company to date was
capitalised into equity. In accordance with the applicable accounting standards, as the loans were required
to be repaid on the tenth anniversary of each draw down, the loans had been recorded initially at their fair
value of £5,859,093 based on an interest rate of 10% which was considered to be the rate the company
could obtain from an un-related third party. The difference between the £15,196,978 cash proceeds and
£5,859,093 discounted present value of the principal of the debt of £9,337,885, was recorded as a capital
contribution from the parent company in the statement of changes in equity at 31 December 2020. On 30
September 2019, the net present value of these loans of £5,859,033, together with the unwound interest
expense of £783,648 was capitalised into share capital and share premium through the issuance of 100
ordinary shares in the Company of £0.01 with £1 taken to share capital and the remaining £6,642,740 taken
to share premium.

Interest bearing term loan from parent

‘Tevva Motors (Jersey) Limited provided further funding of £2,525,000 to the Company between 1 October
2019 and 31 December 2019 with interest was charged on these loans at 12%, reflecting a deemed arm’s
length rate of interest. In early 2020, further funding of £803,600 was provided by the parent to the
Company and in April 2020, the loan principal of £3,328,600 including interest of £47,860 was
extinguished through the issue of equity on resulting in an issuance of 100 further ordinary shares in the
Company to TMJ. The 100 shares were allotted and issued at a par value of £0.01 for a total increase to
share capital of £1, with £3,328,599 taken to share premium, along with the £311,997 increase from the
issue of shares to third parties, a total increase to share premium of £3,688,456.
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22 Related parties (continued)

In August 2020, the Company issued further share capital to other shareholders, reducing the ownership by
TMJ in the Company to a non-controlling stake, thereby ending the parent-subsidiary relationship with -
T™I.

As part of this restructure, TMJ transferred its investment in Advanced Electric Machines Group Limited
of 140,794 shares with nominal value of £1 to the Company — See note 9. Upon transfer of shares to the
Company, this investment was recognised at fair value with the £1,115,088 increase in cost to fair value
recognised as an increase to the Capital Contribution reserve.

In addition, TMJ transferred a liability payable to a supplier of £157,500 to the Company, which is included
in accruals at 31 December 2020. In addition, the Company agreed to assume an obligation to pay certain
TMIJ administrative costs relating to future liquidation of TMJ. The net result of this restructure was to
decrease the loan to TMJ by £99,114.

After these adjustments, the remaining intragroup loan balance of £72 was waived, and has been recognised
as a capital contribution. A summary of the above transactions are included in the table below:

. Share
Loan from ?ap!tal Capital &
Parent  contribution .
Premium
£ £ £
At 1 January 2019 4,420,641 6,741,690 1
Year ended 31 December 2019 transactions
ilr;t:rrest free loan principle from parent issued in 1,628,993 2,596,195 }
2019 Finance expense on interest-free loans 493,885 -
201 8 F inance expense from interest-free loans (289,763) - 289,763
capitalised
20 1'9 Ennance expense from interest-free loans (493,885) - 493,885
capitalised
{:t;;:srt-free loan principal from parent capitalised (5,859,093) - 5,859,093
Interest-bearing loans from parent issued in year 2,525,000 - -
2019 Finance expense on interest-bearing loans 47,860 - -
Year ended 31 December 2020 transactions
Interest-bearing loans from parent issued in year 803,600 - -
ilr;:.rrest-bearmg loans from parent capitalised in (3,328,600) ) 3,328,600
Interest on loans from parent capitalised ' (47,680) - 47,860
Intragroup restructure 99,114 - -
Fair value uplift on investment transferred from ) 1,115,088 )
former parent
Waiver of loan from former parent (72) 72 -
At 31 December 2020 - 10,453,045 10,019,202
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22 Related parties (continued)

(ii)) Transactions with directors

Loans and borrowings

A director of the Company, is also a director of a lender which provided a loan of £200,000 to the company on
29 October 2020. The loan was secured by a fixed and float charge on the assets of the Company. Prior to 31
December 2020, the loan was repaid and the charge released. Facility fees of £40,000 are included in interest
expense in the year ended 31 December 2020.

A director of the Company, is also a director of a lender which provided an unsecured loan of £100,000 to the
company on 6 October 2020. At 31 December 2020, the loan plus accrued interest and fees was £150,000.
Facility fees and interest of £50,000 are included in interest expense in the year ended 31 December 2020. This
loan was repaid in February 2021.

Convertible Loan notes
All the shareholders who acquired shares in August 2020, are also convertible loan note holders, as these

transactions are linked. £1,000 was paid for each of the issued shares in August 2020 with the remaining £9,000
per share being received on issuance of the convertible loan note on 15 December 2020.

Development and Supply agreement

On 16 September 2019, Tevva Motors Limited signed a Development and Supply agreement with Advanced
Electric Machines Group Limited, agreeing to pay £250,000 for testing drive trains for durability and
performance, which was invoiced and paid in 2019. In addition, Advanced Electric Machines Group Limited
was also paid £50,000 for each of three drive sets, and a further £7,138 for adhoc consumables. At 31 December

2019, no invoices were payable to Advanced Electric Machines Group Limited, and at 31 December 2020,
£33,094 was payable to Advanced Electric Machines Group Limited.

Revenue

During the year ended 31 December 2019, the Company sold a 7.5 T Light Commercial Electric Goods Vehicle,
and a demo vehicle for display purposes to a shareholder of the parent company for £178,385. £72,271 remained
in Trade debtors at 31 December 2019. (2020: £nil)

Expenses

During the year ended 31 December 2019, a director of the then parent company was also a partner in a
consulting firm which charged the Company consultancy fees of £41,319 (2020: £nil).

During the year ended 31 December 2020, Directors of the parent company received salaries of £15,470 (2019:
£105,000). '

23 Ultimate controlling party

The Director considered Tevva Motors Jersey Limited to be the ultimate parent and controlling party until the
restructure of the group in August 2020. .

From August 2020, the directors do not consider there to be an ultimate controlling party.
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Notes (Continued)
Events since the reporting date

On 15 January 2021, there was a subdivision of the 612 ordinary shares of £0.01 each in the issued share capital
of the Company into 3,978,000 ordinary shares of £0.0000015385 each. In February 2021, as a result of this
funding round, proceeds of £4.0 million (USD 5.5 million), equating to 729,836 shares at USD 7.50 per share
were raised, predominantly from investors in the USA and Canada.

On 29 January 2021, the Board approved another capital raise and by October 2021 cumulative proceeds
of £41.9 million (USD 56.6 million) were received, equating to 2,136,897 shares at $26.50 per share,
predominantly from investors in the USA and Canada. This capital raise was approved by the Board on 5
November 2021. This capital raise meets the definition of a qualifying financing event under the Future
Fund Convertible Loan note agreement, and the Convertible Loan note therefore converted to 364,018
Ordinary shares on 5 November 2021.

In the period from July to September 2021 the Company has issued 53,780 share options, 39,780 with an
exercise price of £0.153846 and 14,000 with an exercise price of $26.50.

In October 2021, the Company signed a lease on an 11,000m sq. manufacturing plant in the London Thames
Freeport area providing close proximity to central London and Europe, and the head office has now moved to
this new facility.

On 16 November 2021, the Company loaned £350,704 in convertible loan notes with a maturity of 24 months
to Advanced Electric Machines Group Limited.

On 13 January 2022, the Board approved another capital raise and by April 2022 cumulative proceeds of
£39.9 million (USD 50.9 million) were received, equating to 1,019,080 shares at $50 per share,
predominantly from investors in the USA and Canada. This capital raise was approved by the Board on 13
April 2022.
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25 Explanation of transition to IFRS

(a) Introduction

These are the first financial statements prepared in accordance UK adopted International Accounting Standard,
collectively “IFRS”. The accounting policies set out in note 2 have been applied in preparing the financial
statements for the year ended 31 December 2020, the comparative information presented in these financial
statements for the year ended 31 December 2019 and in the preparation of an opening IFRS balance sheet as at
1 January 2019 being the date of transition.

A company is required to determine its [FRS accounting policies and apply these retrospectively to determine
its opening balance sheet under IFRS. IFRS 1, First-time Adoption of International Financial Reporting
Standards (as amended in 2008), allows companies adopting IFRS for the first time to take certain exemptions
and exceptions from the full requirements of [FRS on the date of transition (i.e., 1 January 2019). The Company
has taken advantage of the transitional arrangement which permits the judgements applied to the 1 January
2019 opening balance sheet to be revisited for the benefit of hindsight.

‘In preparing its opening IFRS statements of financial position, the Company has adjusted the amounts
previously reported in its financial statements prepared in accordance with UK GAAP. The comparative
information in the financial statements has been consistently applied in accordance with IFRS. This note
explains the principal adjustments made by the Company in restating its UK GAAP financial statements,
including the statement of financial position as at 1 January 2019 (unaudited) and the financial statements for
the year ended 31 December 2019 which are unaudited.

An explanation of how the transition from UK GAAP, (being Financial Reporting Standard No 102) to IFRS
has affected the Company’s financial position and financial performance is set out in the following tables and
notes. There was no cash flow statement reported in any previously published financial statements, so no
restatement is required. '

IFRS adjustments include the following:
(i) IFRS 15: Revenue from contracts with customers
(ii) IFRS 16: Leases

Reclassification and re-measurement adjustments relate to matters identified on conversion to IFRS

including those relating to judgements applied to matters previously reported under UK GAAP
including those to be revisited for both the benefit of hindsight and prior period error.
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25 Explanation of transition to IFRS (continued)

Balance Sheet at 1 Januafy 2019 - unaudited

Note

Non-current assets

Intangible assets a
Property, plant and equipment
Right of use assets g
Total non-current assets

o

Current assets

Inventories c
Debtors: amounts due within

one year

- Trade and other d '

receivables
- Corporation tax
receivable
Debtors due in more than one d
year
Cash and cash equivalents
Total current assets

Current liabilities

Trade and other payables €
Lease liabilities g
Total current liabilities

Non-current liabilities
Intercompany loan
Lease liabilities
Provisions h
Total non-current liabilities

—y

Total liabilities
Net liabilities

Capital and reserves
Share capital

Capital contribution
Retained earnings
Shareholders’ deficit

Previous
GAAP

£

1,140,513
498,326

1,638,839

1,524,102

655,180

176,562

500,722
2,856,566
(1,195,680)

(1,195,680)
(4,420,641)

(4,420,641)
(5,616,321)
(1,120,916)
1
6,741,690

(7,862,607)
(1,120,916)

Reclassification
and re-
measurement

£

(1,016,467)
(7,424)

(1,023,891)

(70,000)

194,488

124,488

(40,000)
(40,000)

(40,000)

(939,403)

(939,403)
(939,403)

IFRS
Adjustments

£

379,733
379,733

(85,942)

57,050

(28,892)

(101,746)
(101,746)

(253,402)
(84,226)
(337,628)

(439,374)

(88,533)

(88,533)
(88,533)

IFRS

£

124,046
490,902
379,733
994,681

1,454,102

763,726
176,562

57,050

500,722
2,952,162

(1,235,680)
(101,746)
(1,337,426)

(4,420,641)
(253,402)
(84,226)
(4,758,269)

(6,095,695)
(2,148,852)
1
6,741,690

(8,890,543)
(2,148,852)

48



DocuSign Envelope 1D: A9B50C8B-2EAF-4B77-A880-9167CD55576A

Notes.: (Continued)

25 Explanation of transition to IFRS (continued)

Balance Sheet at 31 December 2019 - Unaudited

Note Previous Reclassificati
GAAP on and re-
measurement
£ £
Non-current assets
Intangible assets 760,342 (513,282)
Property, plant and b 645,661 . (145,332)
equipment
Right of use assets g - .
Total non-current 1,406,003 (658,614)
assets
Current assets
Inventories c 1,490,043 (700,237)
Debtors: amounts due
within one year
- Trade & other d 779,957 63,827
receivables
- Corporation tax 272.197 )
receivable ’
Debtors due in more d } }
than one year
Cash and cash 380.496 )
equivalents ’
Total current assets 2,922,693 (636,410)
Current liabilities
Trade and other R
payables e (682,116) (142,205)
Lease liabilities g - -
Provisions h - -
Total current
liabilities (682,116) (142,205)
Non-current liabilities
Interest-bea'rmg loans £ (2,572,861) 99222
and borrowings
Lease liabilities f - -
Provisions h - (27,500)
Total non-current
liabilities (2,572,861) 71,722
Total liabilities (3,254,977) (60,483)
Net assets/ (liabilities) 1,073,719 (1,355,507)

Capital and reserves
Share capital 2 -

Share premium i 15,196,977 (8,434,579)
Capital contribution i 729,761 8,613,205
Retained earnings (14,853,021) (1,534,133)
Shareholders’ deficit 1,073,719 (1,355,507)

IFRS
Adjustments

£

267,239
267,239

(87,987)

57,050

(30,937)

(182,937)

(110,898)
(182,937)

(476,772)

(142,504)
(64,457)

(206,961)

(693,733)

(457,431)

(119,658)

(337,773)
(457,431)

IFRS

£

247,060
500,329
267,239
1,014,628

789,806

755,797
272,197
57,050

380,496
2,255,346

(1,007,258)

(110,898)
(182,937)

(1,301,093)

(2,473,639)

(142,504
(91,957)

(2,708,100)

(4,009,193)

(739,219)

2
6,642,740
9,342,966

(16,724,927)
(739,219)
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25 Explanation of transition to IFRS (continued)

Income Statement for the year ended 31 December 2019 - unaudited

Note Previous  Reclassificati IFRS IFRS
GAAP on and re- Adjustments
’ measurement

£ £ £ £

Revenue T 1,369,678 - (182,937) 1,186,741

Cost of sales k (1,152,785) (424,436) (182,937) (1,760,158)

Gross profit / (loss) 216,893 (424,436) (365,874) (573,417)

Other income 1 167,091 180,898 - 347,989

Administrative expenses m/g (7,426,313) 393,551 29,217 (7,003,545)

Operating loss (7,042,329) 150,013 (336,657) (7,228,973)

Finance income 13,494 - - 13,494

Finance expense g (589,319) 45,335 (32,241) (576,225)

Net financing costs (575,825) 45,335 (32,241) (562,731)

Loss before tax (7,618,154) 195,348 (368,898) (7,791,704)

Taxation n 293,365 (336,045) - (42,680)
Loss for the year

attributable to equity (7,324,789) (140,697) (368,898) (7,834,384)

holders of the company

The impact on the Company’s loss on transition to adopted IFRS at 1 January 2019 was a loss of £88,533
from the adoption of IFRS 16: Leases. There was not impact on the opening reserves a 1 January 2019 as
a result of IFRS 15: Revenue from contracts with Customers. Further adjustments to opening reserves at 1
January 2019 of £939,403 related to reclassification and remeasurement matters as further explained below.

The impact on the Company’s loss on transition to adopted IFRS for the period ended 31 December 2019
is set out above with explanation of the impact of adoption of IFRS 16: Leases, IFRS 15: Revenue from
contracts with Customers and reclassification and remeasurement matters are summarised below.

(a) Intangible assets - Development costs

Correction of prior period error — UK GAAP impacting 1 January 2019 and period ended 31
December 2019

The Company is required to capitalise its development expenditure if it meets the criteria laid down
by IAS 38. The development costs previously capitalised were reviewed and £1,016,467 of costs
capitalised prior to 1 January 2019 have been written off. This was due to technological advances
made since the December 2018 year end, rendering certain costs at 1 January 2019 being impaired as
they related to technology which the company is no longer pursuing.

A further £513,282 were impaired in the period ending 31 December 2019.
The useful life of the development costs remains unchanged, being the testing period prior to

commercial production beginning and no subsequent development costs are capitalised once the
commercial production has begun. '
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Explanation of transition to IFRS (continued)

Property, plant and equipment

Correction of prior period error — UK GAAP — change in estimates impacting 1 January 2019 and
period ended 31 December 2019 '

The useful lives of fixed assets and the deprecation policy has been reviewed on the first-time adoption
of IFRSs, and a straight-line deprecation policy is deemed appropriate for the Company, aligning with
the nature and usage of the assets. The reducing balance depreciation policy previously applied under
UK GAAP has been replaced with a straight-line depreciation basis. This has resulted in a fall in the
Tangible fixed assets balance of £7,424 at 1 January 2019, and a further fall of £42,221 in the year
ended 31 December 2019.

The fixed assets at 1 January and 31 December 2019 were reviewed for impairment and a further
£103,111 impairment has been included in the period ending 31 December 2019.

Inventories

Correction of prior period error — UK GAAP — change in estimate impacting 1 January 2019 and

period ended 31 December 2019
The inventory balance at the prior year ends has been amended and further inventory provisions have
been included of £70,000 at 1 January 2019 and £360,237 at 31 December 2019.

Correction of prior period error — UK GAAP —impacting period ended 31 December 2019
The 2019 inventory balance has been amended to remove £340,000 of inventory being trucks that
were double counted. The other side of the entry is to increase cost of sales by £340,000.

Trade and other receivables

Correction of prior period errors — UK GAAP —impacting 1 January 2019 and period ended 31
December 2019

The trade and other receivables balance at 1 January 2019 and 31 December 2019 have been amended
by £194,488 and £39,341 to correct the recognition of grant incomes, which are required to be
recognised in the same period as the costs to which they reimburse as required by both UK GAAP
and IFRS.

A further £24,486 of prepayments have been recognised at 31 December 2019 for inventory and
development material not yet received at the year end.

At both 1 January 2019 and 31 December 2019, the rental property deposits of £57,050 have been
reclassified within trade and other receivables to amounts falling due in more than one year aligning
with the end of the term of each lease.

Conversion to IFRS
At 1 January 2019, prepayments have been reduced by the £28,892 rent prepayments as the rental
lease liability has replaced these on the adoption of IFRS 16: Leases.

At 31 December 2019, prepayments have been reduced by the £30,937 rent prepayments as the rental
lease liability has replaced these on the adoption of IFRS 16: Leases.

St



DocuSign Envelope ID: AGB50C8B-2EAF-4B77-A880-9167CD55576A

Notes (Continued)

25

©

()

(®

Explanation of transition to IFRS (continued)
Trade and other payables

Correction of prior period error — UK GAAP — impacting 1 January 2019 and period ended 31
December 2019
Trade and other payables balance at 1 January 2019 and 31 December 2019 have been amended to
include accruals resulting from historical contracts, where an obligation was considered to have
existed at the 1 January and 31 December 2019 balance sheet dates, where no accrual had previously
been recognised.

A further £192,164 of inventory accruals has also been recognised at 31 December 2019.

Correction of prior period error — UK GAAP — change in estimate impacting period ended 31
December 2019
The £62,459 bonus accrual previously recognised at 31 December 2019 has now been released.

Conversion to IFRS
£27,500 dilapidation accrual for rental properties was released as the provision has now been revisited
on application of [FRS 16: leases, and has been recognised within Provisions.

Interest bearing loans and borrowings

Correction of prior period error — UK GAAP —impacting the period ended 31 December 2019
Under UK GAAP, the interest free 10-year term intragroup loan was recorded at its fair value at
inception assuming an interest rate of 10% with a corresponding increase in the capital contribution.
Interest is accrued until the expected repayment due on the tenth anniversary however the annual
interest charge is debited to the Income Statement with the credit previously being incorrectly
recognised as a capital contribution. This is corrected with £729,761 being credited to the loan
outstanding.

IFRS 16: Leases - Lease accounting

Conversion to IFRS

IFRS 16: Lease accounting under IFRS 16 does not distinguish between operating and finance leases,
and under IFRS 16, lessees recognise almost all leases on the balance sheet as a “lease liability”, with
a corresponding “right-of-use asset”, though IFRS 16 permits an exemption for short term leases and
leases of low value assets, of less than £5,000, which continue to be expensed over the lease term.

IFRS 16 requires all leases to be brought on balance sheet at the lease commencement date as (i) a
liability for all expected lease payments discounted.to NPV and (ii) at a right to use asset which is
equivalent to the NPV of the lease liabilities, which is then depreciated over the lease. Therefore, the
transition to IFRS 16 has led to an increase in Property, plant and equipment as the three property
leases and the forklift truck have been brought into fixed assets, and an increase in Lease Liabilities
as the present value of future lease payments have been brought onto the balance sheet as a liability.
The impact of IFRS 16 on these financial statements has been discussed in more detail in note 12.

The company has applied the short life exemption permitted by IFRS 16 to three short term property
rentals and to vehicle hire contracts which are less than a year. During the year ended 31 December
2019, £155,773 was recognised as an expense in the income statement in respect of operating leases,
£124,211 of this expense has now been reclassified under IFRS 16.
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IFRS 16: Leases - Lease accounting (continued)

The equity impact at 1 January 2019 following the transition was as follows:

Equity at 1 January . 2019

£
Right-of-use assets recognised ’ 379,733
Prepayments de-recognised (28,892)
Dilapidation provisions recognised (84,226)
Lease liabilities recognised (355,148)

Associated deferred tax asset recognised

IFRS 16 adjustment to equity at 1 January 2019, after IFRS 16 (88,533)
transitional adjustments

The following table sets out the impact of adopting IFRS 16 on the financial position of the
Company at 1 January 2019:

Leased

Building

£
Minimum operating lease commitment at 1 January 2019 UK

v 768,264

GAAP
Effect of break clause options likely to be exercised (342,354)
Accrual adjustment (30,938)
Effect of discounted at Company’s incremental borrowing rate (49,849)
Lease liabilities recognised at 1 January 2019 345,123

Depreciation of Right of Use assets of £112,494 was charged in the year ended 31 December 2019.

(g) Provisions

Correction of prior period error — UK GAAP — impacting 1 January 2019 and period ended 31
December 2019
Non-current liabilities now include the dilapidation provisions for the three rental properties as the

Company was responsible for returning the properties to the condition they were in at the inception
of the lease.

Conversion to IFRS

Under UK GAAP, a provision of £27,500 was recognised as a current liability, but under [FRS,
the dilapidation provisions have been increased and moved to non-current liabilities at 1 January
2019 and 31 December 2019 as the liabilities would not fall due until the leases ended in 2021 and
2023.
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(h)
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(k)

Share Premium and Capital Contribution reserve

Correction of prior period error — UK GAAP — impacting 1 January 2019 and period ended 31
December 2019 .

During 2018 and 2019, certain interest free term loans from the parent entity were required to be
repaid on the tenth anniversary of each draw down. In accordance with UK GAAP, these loans are
required to be recorded initially at their present value based on an interest rate of 10%, which was
considered to be the rate the company could obtain from an un-related third party. The difference
between the £15,196,978 cash proceeds and £5,859,093 discounted present value of the principal
of the debt of £9,337,885 was recognised as a capital contribution from the parent company in the
statement of changes in equity - £6,741,690 at 31 December 2019 and a further £2,596,195 during
the year ended 31 December 2020. Refer to notes 19 and 22 for further details of the transaction.

At 30 September 2019, the £15,196,978 interest free funding provided by the parent company to
date was capitalised into equity. At that date, the net present value of these loans of £5,859,033,
together with the imputed interest expense of £783,648 to 30 September 2019 being incurred from
draw down, was capitalised into share capital and share premium through the issuance of 100
ordinary shares in the Company of £0.01 with £1 credited to share capital and the remaining
£6,642,740 credited to share premium.

Under UK GAAP, when the loan was capitalised the total £15,196,978 interest-free funding
received was credited to equity, with £1 credited to share capital and £15,196,977 credited to share
premium. The fair value adjustment to loans at inception should have remained in the capital
contribution reserve and only the net present value of the loan principal taken to share premium.

Revenue

Conversion to IFRS

Revenue has reduced by £182,937 in the year ended 31 December 2019 due to the application of
IFRS 15, Revenue from Contracts with customers, as the UPS contract has been reviewed and the
revenue arising from the warranty work has been deferred until 2020 and 2021.

Cost of sales

Correction of prior period error — UK GAAP — reclassification impacting period ended 31
December 2019
Cost of sales have increased by £424,436 due to a detailed review of the classification of costs in

the income statement, resulting in a reclassification of certain costs from administrative expenses
(development costs).

Conversion to IFRS

The cost of sales has increased by £182,937 in the year ended 31 December 2019 due to the
application of IFRS 15, Revenue from Contracts with customers, as the UPS contract has been
reviewed and the future expected costs arising from the warranty work has been included in the
cost of sales in the ycar cnded 31 December 2019.

Other Income
Correction of prior period error — UK GAAP — impacting period ended 31 December 2019
Other income has been increased £180,898 to includc the £336,045 gross Research and

Development grant net of a £155,147 adjustment to amended the timings of other grants receivable
to the periods in which they became recoverable.
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() Administrative Expenses

Correction of prior period error — UK GAAP — impacting 1 January 2019 and period ended 31

December 2019 .
Administrative Expenses have been reduced by £339,294 from an amendment to the share-based

payment charge as these options had vested on grant in December 2018, together with other small
amendments to accruals. This movement has impacted opening reserves at 1 January 2019.

Conversion to IFRS

Administrative Expenses have also been increased by £153,720 following the application of IFRS
15, due to the warranty costs incurred on the UPS contract and due to the application of IFRS 16
as the rent payable on the three properties, which has been replaced with a depreciation charge on
the right-of-use asset of £112,494 and a finance expense on the lease liabilities of £24,510.

(m) Taxation

Correction of prior period error — UK GAAP - reclassification impactfng 1 January 2019 and
period ended 31 December 2019
In the years ended 1 January 2019 and 31 December 2019, the Company applied for a Research

and Development grant. Under UK GAAP, the grant received was debited to the balance sheet
and credited to the taxation charge in the income statement. However, under IFRS, the grant
received is treated as taxable income and the gross claim credited to Other income, with the tax
due on the grant debited to taxation charge in the Income statement. The net amount, which is
received, is debited as tax receivable on the balance sheet.
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