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Strategic report
The directors, in preparing this Strategic report, have complied with s414C of the Companies Act 2006.

Txtlocal i1s a cloud-based, self-serve platform that allows SMESs to have instant, affordable access to SMS messaging
and mobile marketing tools. The platform is easy to sign-up for and begin deploying mobile messaging campaigns and
services without the need for advance training and has been widely adopted by SMEs and large brands alike. In addition
to basic SMS messaging, Txtlocal supports file attachments, surveys, landing pages, data capture forms, ticketing,
coupons, vouchers, loyalty cards and other value-added features. It provides sophisticated data import, target group
definition, audit logs and role-based access control which make the product ideally suited for enterprise usage whilst
providing an extremely intuitive and easy-to-use interface for simpler use cases. Customers can benefit from increased
customer engagement and marketing ROI through SMS marketing.

The Company was acquired by Cisco on 19 February 2021, during this financial year there have been continued efforts
to integrate the business into Cisco through sales collaboration, product integrations and the onboarding of our
employees. Employees were onboarded into Cisco entities in August 2021 therefore as at 31 March 2022 there are no
employees within the Company.

Trading performance to 31 March 2022

The Company has seen an increase in revenue by 39% from £15,138,450 during the year ended 31 March 2021 to
£21,076,888 for the year ended 31 March 2022 and made net profit of £38,509,114 (2021: profit of £424,023).

On 13 August 2021, the Company had sold and transferred certain intellectual property rights to group undertaking
Cisco Worldwide Holdings Ltd., at fair market value in consideration for the issuance of a promissory note in the
amount of £45,743,100, The realised profit from this sale was equal to the fair market value. The full trading
performance for the year is shown on page 9. The Board continues to be satisfied with the Company’s performance.

Going concern

The Company has net current assets of £601,761 (2021: £7,774,413). Afier careful consideration of the principal risks
and uncertainties facing the business, outlined below, the directors have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. Accordingly, they continue to adopt
the going concern basis in preparing the financial statements.

Further details regarding the adoption of the going concern basis can be found in note 1 of the financial statements.

Key performance indicators

There are no specific key performance indicators (KPIs) operating at the Company's level. KPIs operate at the Cisco
Systems, Inc. group business unit level. For this reason, the Company's directors believe that analysis using KPIs for
the Company is not necessary or appropriate for an understanding of the development, performance or position of the
business Txtlocal Limited.

Future prospects

The Company continues to offer both innovative and targeted solutions that solve real business issues. With an agile
organisation, capable of responding to the rapidly evolving market for the software, solutions and professional services
provided by the Company, the directors are confident of the Company’s future prospects.

The Company is at a very exciting stage with technolegy developments creating momentum in the customer
communications sector for more automation and use of digital channels. We continue to have good earnings visibility
due to our established client relationships, healthy pipeline of new deployments and high preportion of recurring
customer revenues, the directors are confident of the prospects for the year ahead.

Research and development

Research and development activities are now undertaken within the wider Cisco Systems, In¢c, Group on behalf of the
Company.

Principal risks and uncertainties

The risks and uncertainties of the Company are integrated with the principal risks of the wider Cisco Systems, Inc.
Group and are not managed separately. Accordingly, the principal risks and uncertainties of the Cisco Systems, Inc.
Group, which include the Company, are discussed in the Group’s annual report {10k filing) which does not form part
of this report but is publicly available.
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reputational and financial risk. Many of the
Company’s customers are high profile and
recognisable brands, and a failure to maintain
best in class security protocols and systems
could result in significant damage to the
Company.

The increasing trends around cyber crime
suggest that this risk will continue to increase
over time.

Risk area Potential impact Change in| Mitigation of risks
the vear
Dependence on | The Company’s future success is dependent on Long term retention incentives
key personnel the continued services and performance of its have been provided to the
leadership and senior management each of leadership team  and  key
whom has significant relevant experience l« executives of the Company. Cisco
although we have seen this risk decline in the also ensure that the remuneration
year due to the addition of Cisco management of all employees is regularly
performing some of these leadership roles. benchmarked against key
competitors.
Technological The Company operates in markets that are The Company continues to spend
change subject to constant technological development, significantly in research and
evolving industry standards and changes in development as well as employing
customer needs. Therefore, the Company is product and solution specialists
subject to the effects of actions by competitors who monitor market developments
in these markets and relies on its ability to and keep the product offering
anticipate and adapt to constant technological relevant for the markets in which
changes taking place in the industry, for the Company operates.
example the growing number  of
communication channels used by consumers. >
To maintain its strong position in the market,
the Company needs to successfully market its
products and services and respond to both
commercial actions by competitors and other
competitive factors affecting these markets,
anticipating and adapting promptly to
technological changes, changes in consumer
preferences and general economic, political and
social conditions,
Data privacy Certain activities of the Company and its The Company has invested
and regulatory | customers may require the implementation of heavily in its products, platforms
compliance appropriate privacy and security policies or and processes in order to ensure
explicit end user opt-in and compliance with market leading technology and
certain legislation including general data practice are built-in to the
protection regulations {GDPR} which affect solutions  provided to it
how personal data is processed and stored. PN customers.
They may also affect the types of
communication which are allowed based on
permissions given by end users. Failure to
comply with the laws governing the
management of end user and customer data
could result in fines, damage to reputation or
the loss of customers.
Cyber security Security of customer, employee and The Company invests in best-in
commercial data represents an increasing class software and platforms for

proactively  managing  cyber
security. Company staff undergo
regular training and are kept aware
of evelving risks.

The Company maintains various
security certifications including
ISO 27001.

The Company also benefits from
working with some of the best
Global businesses with extremely
high security standards, requiring
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regular and detailed audits of their
suppliers.

Significant
Sfailure of, or
interruption fo
network or IT
systems

The Company’s business depends on providing
customers with highly reliable platforms and
services. Unanticipated network, or other,
interruptions {(whether accidental or otherwise)
may occur as a result of system failures,
including hardware or software failures, which
affect the quality, or cause an interruption in the
Company’s supply of services. Such failures
can result from a variety of factors within the
Company’s control, including human error,
equipment failure, power loss, failure of
services related to the internet and
telecommunication networks, as well as factors
outside of the Company’s control, such as
system failures of network service providers,
fire, earthquake, adverse weather and other
natural disasters, water damage, fibre optic
cable cuts, power loss not caused by the
Company and terrorism.

The Company’s infrastructure is
hosted mainly using third party
data centres, with major platforms
and systems also benefiting from
geographical redundancy. Third
party hardware and software
support contracts are in place.
Connectivity to multiple networks
also provides mitigation against
elements of this risk.

The Strategic report was approved by the Board and signed on its behalf by:

e

Mike Jefferies
Director

14 December 2022
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Directors’ report

The directors present their annual report and financial statements for the year ended 31 March 2022,

Principal activities

The principal activity of the Company in the year under review was to provide a cloud-based, self-serve platform that
allows SMEs to have instant, affordable access to SMS messaging and mobile marketing tools text messaging provider.

Charitable donations

During the year the Company made charitable donations totalling £nil (2021: £nil).

Dividends

During the year, the Directors declared £45.7 million dividend in specie satisfied by distributing a promissory note
issued to the company by a group undertaking (2021: nil).

Strategic report

The Strategic report covers pages 2-4. The Company has chosen to set out certain matters in this Strategic report that
would otherwise be required to be disclosed in the Directors’ report. These matters are disclosures concerning research
and development (page 2), likely future developments in the business (page 2) and going concern (page 2).

Section 172 statement

The environmental, social, and governance progress of the Company is integrated within that of the wider Cisco
Systems, Inc. Group. information regarding our workplace; community; customer and suppliers and environment are
discussed in the Group’s annual report (10k filing) and Purpose Report which do not form part of this report but are
publicly available.

Our Workplace

At Cisco, we value our people, our technology, with a focus on helping to change the world for the better and our
purpose to Power an Inclusive Future for All. Our goal is to attract, retain, and develop talent in order to help our
customers connect, secure and automate to accelerate their digital agility. Cur relationship with our employees is one
of mutual benefit, our employees bring talent and ingenuity to everything we do. In turn, we provide employees
meaningful careers and development opportunities. As a testament to this, Cisco has been named as the number one
place to work on the “World’s Best Workplaces List™ by Fortune Magazine for 2019, 2020 and 2021. Cisco was also
named the number one place to work of the Fortune 500 in 2021 by Great Places to Work. In addition, Cisco has been
named the number one place to work in 14 countries around the world by Great Places to Work.

Our Conmmunity

One of our core values is to make every interaction with society matter and we actively encourage employees to try and
make a difference and contribute to positive change. Across the Cisco group we achieved 80% community impact
participation, as measured by employees’ actions, including advocating for causes they care deeply about, volunteering,
donating, and participating in programs that positively impact communities.

Our Customers and Suppliers

We are dedicated to providing and maintaining the highest standards in all aspects of the organisation’s relationships
with clients, staff and suppliers.

These standards not only apply to all professional advice supplied by our business, but also to the organisation’s ethics,
behaviour and relationships. We seek on-going and continuous improvement of quality and are committed to:

Clear identification and definition of client requirements as a first step to ensure customer satisfaction;
Staff commitment to a quality and continuous improvement approach;

Helping staff develop their competencies towards business objectives;

Ensuring that our supply chain operates in an ethical and responsible manner;

Using a continuous improvement approach in all aspects throughout the business; and

Regularly reviewing systems, covering effectiveness and any non-conformance issues.
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Our Environment

Sustainability and protecting the environment are both top priorities for Cisco. We have set long-term goals to address
the environmental impacts from our products and business operations. We strive to reduce the impacts of our operations
and supply chain, help our customers decrease greenhouse gas (GHG) emissions, and support our communities
experiencing direct effects of a changing climate by, among others:

Continuing to invest in renewable energy, including investments in solar and wind energy;

Enhancing our Webex and other remote collaboration tools;

Investing in projects to improve the efficiency of our offices, labs, and data centers worldwide;

Helping our employees to engage with events and opportunities to raise awareness and create a sense of
community around sustainability; and

*  Providing critical connectivity in the aftermath of natural disasters.

Financial risk management objectives and policies

Policies

The Company’s financial instruments comprise borrowings, some cash and liquid resources, and various items, such as
trade receivables and trade payables that arise directly from its operations. The main purpose of these financial
instruments 1s to provide finance for the Company’s operations.

The Company’s operations expose it to a variety of financial risks including liquidity risk, credit risk, interest rate risk
and foreign currency risk. It is the objective of the Company to minimise these nsks where possible by maintaining and
operating a robust control environment. The Board reviews and agrees policies for managing each of these risks and
they are summarised below.

The Company currently does not use derivative financial instruments to manage its exposure to these risks.

Liguidity risk
As regards liquidity, the Company’s pelicy has throughout the year been te ensure continuity of funding. The Company
manages liquidity risk by maintaining adequate reserves by continuously monitoring forecast and actual cash flows.

All payables (note 13) are due to be paid within twelve months of the balance sheet date.

Credit risk

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 Company’s trade receivables. It is the Company’s policy
to minimise its credit risk exposure by reviewing the recoverability of trade receivables at the balance sheet date and
considers any change in the credit quality of the debtor on an individual basis from the date the debtor was created to
the date the balance is settled.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk
at the reporting date can be found within note 12.

Interest rate risk

Historically the Company has financed its operations through a mix of equity and debt to help minimise its exposure.
The Company minimises its risk to interest fluctuations by negotiating a fixed rate of interest on all external debt. At
the balance sheet date, the Company had no external debts and the only finance costs related to lease liabilities.

Currency risk

The Company’s policy is to conduct the majority of its sales in UK Pounds Sterling. The Company has a small amount
of trading with overseas customers which are settled in foreign currencies. The Company monitors its exposure to
currency by regularly reviewing its cash balances and matching these with future and forecast requirements.

Financial assets
The Company has no financial assets, other than short-term receivables and cash and cash equivalents.

Directors
The directors who served during the year and to the date of this report unless otherwise stated were as follows:

Jayesh (Jay) Patel
Michael (Mike) Jefferies
Mark Fallowfield-Smith
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Diirectors’ indemnities

The Company has made qualifying third-party indemnity provisions for the benefit of its directors which were made
during the year and remain in force at the date of this report.

Directors’ responsibilities statement

The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable
law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law).

Under company law, directors must not approve the financial statements vnless 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
the financial statements, the directors are required to:

select suitable accounting policies and then apply them consistently;
state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed,
subject to any material departures disclosed and explained in the financial statements;

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

e prepare the {inancial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are alse 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,

This confirmation is given and should be interpreted in accordance with the provisions of 5418 of the Companies Act
20006,

Approved by the Board of Directors and signed on behalf of the Board

ey

Mike Jefferies
Director
14 December 2022
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Statement of comprehensive income for the year ended 31 March 2022

Revenue
Cost of sales

Gross profit
Administrative expenses
Operating profit

Finance costs
Gain on sale of assets

Profit before tax
Tax

Profit for the year and total comprehensive income

The profits stated above are all derived from continuing operations.

The accompanying notes are an integral part of the financial statements.

Notes

3

2022 2021
£ £
21,076,888 15,138,450
(13,957,364) (9,271,544)
7,119,524 5,866,906
(5,274,084) (5,183,969)
1,845,440 682,937
(1,802) (3,591)
45,743,100 ;
47,586,738 679,346
(9,077,624) (255,323)
38,509,114 424,023
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Statement of financial position as at 31 March 2022

Nom-current assets

Property, plant and equipment and right-of-use assets

Deferred tax asset

Current assets
Cash and cash equivalents
Trade and other receivables

Current liabilities
Trade and other payables
Contract liabilities

Tax payable

Lease liabilities

Net current assets
Total assets less current liabilities

Non-current Liabilities
Lease liabilities

Net assets

Equity

Called-up share capital
Share-based payment reserve

Retained earnings

Total equity

The accompanying notes are an integral part of the financial statements.

Notes

10
11

12

14

15
15

2022 2021

£ £

35,198 123,538
4,602 3,761
39,800 127,299
3,163,862 1,639,542
15,240,107 26,379,617
18,403,969 28,019,159
(14,376,645)  (17,470,433)
(2,727,614) (2,393,139)
(672,210) (324,446)
(25,739) (56,728)
(17,802,208)  (20,244,746)
601,761 7,774,413
641,561 7,901,712

- (25,728)

641,561 7,875,984

2 2

- 404,041

641,559 7,471,941
641,561 7,875,984

For the year ending 31 March 2022 the company was entitled to exemption from audit under section 479A of the
Companies Act 2006 relating to subsidiary companies. No members have required the company to obtain an audit of
its accounts for the year in question in accordance with section 476 of the Companies Act 2006.

The directors acknowledge their responsibility for complying with the requirements of the Act with respect to

accounting records and for the preparation of accounts,

The financial statements of Txtlocal Limited (registered number 05578161) were approved by the Board of Directors

and authorised for issue on 14 December 2022.

Signed on behalf of the Board of Directors.

e

Mike Jefferies
Director
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Statement of changes in equity for the year ended 31 March 2022

Called-up Share-based

share payment Retained Total

capital reserve earnings equity

Notes £ £ £ £

At 1 April 2020 2 325,152 7,054,455 7,379,609
Total comprehensive income for the year - - 424,023 424,023
Share-based payment expense 17 - 78,889 - 78,889
Deferred tax on share-based payments 11 - - (6,537} (6,537)
At 31 March 2021 2 404,041 7,471,941 7,875,984
Total comprehensive income for the year - - 38,509,114 38,509,114
Deferred tax on share-based payments 11 - - (437) (437)
Share-based payment reserve transfer - {404,041) 404,041 -
Dividend declaration - - {45,743,100) (45,743,100)
At 31 March 2022 2 - 641,559 641,561
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Notes to the financial statements

1.

Accounting policies

The Company is a private company, limited by shares, incorporated in the United Kingdom under the Companies
Act 2006 and is registered in England and Wales. These financial statements are presented in UK Pounds Sterling
because that is the currency of the primary economic environment in which the Company operates. The
registered address is shown on page 1 and the principal activity of the business is included in the Directors’
report on page 5.

Basis of accounting/statement of compliance

The Company meets the definition of a qualifying entity under FRS 100 (Financial reporting Standard 100)
issued by the Financial Reporting Council. The financial statements have therefore been prepared in accordance
with FRS 101 ‘Reduced Disclosure framework’ as issued by the Financial Reporting Council.

The Company has prepared financial statements which comply with FRS 101 applicable for periods beginning
on or after t April 2014 and the significant accounting policies meeting those requirements are described in the
relevant notes.

As permitted by FRS 101, exemption from disclosing standards not yet effective has been taken.

The adoption of the amendments to IFRSs and new interpretations that are mandatorily effective during the year
has not had any material impact on the disclosures or on the amounts being reported.

The Company has also taken advantage of the exemption from the requirements in [AS 24 Related party
disclosures to disclose related party transactions entered into between two or more members of the Group where
those party to the transaction are wholly owned by a member of the Group and the requirements in IAS 7
Statement of cash flows, IFRS 7 Financial instruments: disclosure and IFRS 15 Revenue from Contracts with
Customers the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a) to {c), 12010 127
and 129.

The financial statements have been prepared under the historical cost convention and under the going concern
assumption.

The principal accounting policies applied in preparation of the Company financial statements are set out below.
Foreign currencies

The Company financial statements are presented in UK Pounds Sterling (“the presentational currency” and “the
functional currency™).

Foreign currency transactions are translated into the presentational currency using the exchange rates prevailing
at the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognised in the income statement.

Going concern

The Company’s business activities, together with factors likely to affect its future development, performance
and position are set out in the Strategic report and Directors’ report.

At 31 March 2022 the Company had net assets of £641,561 including £3,163,862 of cash and cash equivalents
(2021: net assets of £7,875,984 including £1,639,542 of cash and cash equivalents) and made a profit of
£38,509,114 (2021: £424,023).

In determining whether the financial statements should be prepared on the going concern basis, the Directors
considered the Company’s business activities together with factors likely to affect its future development,
performance and its financial position including cash flows, liquidity position and the principal risks and
uncertainties relating to its business activities.

Based on cash flow forecasts which take into account the Directors’ best estimate of current sales orders and
opportunities, expenditure forecasts as well as the Company’s current cash balance, the Directors consider it
appropriate to prepare the Company’s financial statements on a going concemn basis.

H
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Revenue recognition

Revenue is recognised in accordance with the requirements of IFRS 15 Revenue from Contracts with Customers.
The Group recognises revenue to depict the transfer of promised services to customers in an amount that reflects
the consideration to which the Group expects to be entitled in exchange for those services. This core principle
is delivered in a five-step model framework:

Identify the contract(s)} with the customer;

Identify the performance obligations in the contract;

Determine the transaction price;

Allocate the transaction price to the performance obligations in the contract; and
Recognise revenue when (or as) the entity satisfies a performance obligation.

Revenue is measured based on the consideration to which the Company expects to be entitled in a contract with
a customer and excludes amounts collected on behalf of third parties. The Company recognises revenue when it
transfers or provides control of a product or service to a customer.

Where the Company enters into arrangements to deliver multiple elements (such as a perpetual license together
with a period of servicing and maintenance), such elements are separated for recognition based on stand-alone
value where sold and delivered as separate performance obligations. If such elements cannot be separated they
are treated as a single performance obligation and recognised over the period of delivery when the criteria for
recognition have been met. Amounts incurred but not yet billed are classified as contract assets. Revenues are
typically billed up to 30 days after month end and classified as contract assets until this point.

Monthly recurring revenue

Revenues from hosting and for access to the Company’s cloud-based communications and CPaaS software,
including the use of shortcodes to run the service, form a single performance obligation and is recognised over
the period of the contract as the customer simultaneously receives and consumes the service.

Revenue share from content related sales and usage-based revenue from messages sent across multiple channels
is triggered by the actions of the Company’s customers (or their end users) using the relevant platform they are
connected to. Revenue is recognised at a point in time as the content sale or message delivery is generated.

Revenue generated from the provision of professional services to manage software applications for customers
are recognised pro-rata over the period the services are provided.

Non-recurring revenue

Non-recurring professional service revenues relate to one-time configuration, setup and change requests and are
recognised at the point the customer is able to use the service for its intended purpoese, or upon completion of
designated milestones where the Company has an enforceable right to payment.

Costs recharged by other companies in the group

The Company is recharged costs borne on its behalf by other group companies. These costs are recharged at an
arm’s length price.

Tax
The Company’s tax charge is the sum of total current and deferred tax charges.
Current tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income statement,
except to the exient that it relates to items recognised in other comprehensive income or directly in equity. In
this case, the tax is also recognised in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the
balance sheet date. Management periodically evaluates positions taken in tax returns with respect to situations
in which applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

The tax currently payable is based on taxable profit for the year. Taxahle profit differs from net profit as reported
in the income statement because it excludes items of income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or deductible. The Company’s liability for current tax
is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

12
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Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary difference arises from the initial recognition of
goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries
and associates, and interest in joint ventures, except where the Company is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the foreseeable future.

The recognition of deferred tax assets is determined by reference to the Company’s estimate of recoverability,
using models where appropriate to forecast future taxable profits. Deferred tax assets have only been recognised
where the Company considers that it is probable there would be sufficient taxable profits for the future
deductions to be utilised. If it is probable that some portion of these assets will not be realised, then no asset is
recognised in relation to that portion.

The carrying amount is reviewed at each balance sheet date. 1f market conditions improve and future results of
operations exceed our current expectations, our existing recognised deferred tax assets may be adjusted, resulting
in future tax benefits. Alternatively, if market conditions deteriorate or future results of operations are less than
expected, future assessments may result in a determination that some or all of the deferred tax assets are not
realisable. As a result, all or a portion of the deferred tax assets may need to be reversed.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised based on tax laws and rates that have been enacted or substantively enacted at the balance
sheet date. Deferred tax is charged or credited in the statement of income, except when it relates to items charged
or credited in other comprehensive income, in which case the deferred tax is also dealt with in other
comprehensive income.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to taxes levied by the same taxation authority and the Company
intends to settle its current tax assets and liabilities on a net basis.

Property, plant and equipment and right-of-use assets

The initial cost of property, plant and equipment comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for its intended use.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Company and
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the consolidated income statement during the financial period in which
they are incurred.

Projects under which assets are not ready for their intended use are carried at cost and are only depreciated once
they are ready for use.

When assets are sold, their cost and accumulated depreciation are eliminated and any gain or loss resulting from
their disposal is included in the consolidated income statement.

Depreciation is computed on a straight-line basis over the estimated useful lives of operational assets. The
estimated useful lives by class of asset are as follows:

Computer equipment 3 -4 years
Fixtures and fittings 4 years
Right-of-use assets Lease term

The useful life and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits from items of property, plant and
equipment.



Txtlocal Limited
Annual report and financial statements for the year ended 31 March 2022

Financial instruments

Financial assets and financial liabilities are recognised on the Company’s statement of financial position when
the Company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

Classification of financial assets

Cash and cash equivalents, trade and other receivables {(excluding prepayments) and tax receivables are initially
recognised at fair value and subsequently at amortised cost using the effective interest method less any allowance
for expected credit losses.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are
impaired where there is obiective evidence that, as a result of one or more events that occurred after the initial
recognition of the financial asset, the estimated future of cash flows of the investment have been impacted.

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial
loss to the Company, and arises principally from the Company’s trade receivables and contract assets. It is the
Company’s policy to minimise its credit risk exposure. This includes undertaking careful due diligence of new
customers and getting full or part payment in advance of providing services where credit risk is considered
higher. The Company regularly reviews existing customers on an individual basis for changes in the credit
quality of trade receivables and contract assets from the date the receivable was created to the date the balance
is settled.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables and contract assets and amounts due from related parties.
Lifetime ECL represents the expected credit losses that will result from all possible default events over the
expected life of a financial instrument.

To measure the expected credit losses, trade receivables and contract assets have been grouped together based
on shared credit risk characteristics and the days past due. The Company has deemed that the contract assets
balance has substantially the same risk characteristics as trade receivables and has therefore concluded that the
expected loss rates for trade receivables are a reasonable approximation of the loss rates for the contract assets.

The ECL is calculated through assessing the probability of the non-payment of the customer, this probability is
then multiplied by the amount of the expected loss arising from default to determine the expected credit loss for
the trade receivables and contract assets. [f a balance is confirmed as not be collectable, the gross carrying value
of the asset is written off against the associated provision,

Derecognition of financial assets
On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable is recognised in profit or loss.

Cash and cash equivalents

Cash and cash equivalents comprise bank balances, cash on hand, deposits and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value. All cash and cash equivalents are measured at amortised cost. The Company discloses cash on
a net basis where it has the right to offset.

Financial liabilities and equity

Classtfication as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

FEquity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the Company are recognised at the proceeds received, net of
direct issue costs.
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Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or
loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity
instruments.

Financial liabilities

Provisions for contingent consideration are measured at fair value through profit and loss (FVTPL). A financial
liability is classified at FVTPL if it is classified as held for trading, such as a derivative instrument, or if it has
been designated as such upon initial recognition, with net gains and losses, including interest expenses,
recognised in profit or loss.

Trade and other payables and lease liabilities are measured subsequently at amortised cost using the effective
interest method.

Interest expenses and exchange rate gains and losses are recognised in profit or loss. Gains or losses in
connection with derecognition are also recognised in profit or loss.

Employee benefits
Defined contribution plan

The Company operates defined contribution plans for certain emplovees. A defined contribution plan is a
pension plan under which the Company pays fixed contributions into a separate entity. The Company has no
legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all
employees the benefits relating to employee service in the current and prior periods. These contributions are
expensed in the period they are incurred.

Emplayee share-based payments

The share option programme allows employees to acquire shares within the Group, being IMImobile Limited
and its subsidiaries. The Group operates a number of equity-settled, share-based payment plans, under which
the Company receives services from employees as consideration for equity instruments (options) of the Group,
The fair value of the employee services received in exchange for the grant of the options is recognised as an
expense in the income statement with a corresponding increase in equity. The total amount to be expensed is
measured at the grant date by reference to the fair value of the options granted measured using the Black-Scholes
option valuation model:

+ including any market performance conditions (for example, an entity’s share price);
excluding the impact of any service and non-market performance vesting conditions (for example,
profitability, sales growth targets and remaining an employee of the entity over a specified time period);
and

* including the impact of any non-vesting conditions (for example, the requirement for employees to
save).

Non-market performance and service conditions are included in assumptions about the number of options that
are expected to vest. The total expense is recognised over the vesting period, which is the period over which all
of the specified vesting conditions are to be satisfied and the employees become unconditionally entitled to the
options.

At the end of each reporting period, the Company revises its estimates of the number of options that are expected
to vest based on expected leavers and estimated achievement for the non-market vesting conditions. It recognises
the impact of the revision to original estimates, if any, in the income statement, with a corresponding adjustment
to equity.

The social security contributions payable in connection with the grant of the share options are included in the
share-based payment charge except where they are payable by the employee.

Where options are cancelled by the Group and settled in cash the expense is accelerated in the period in which
the options are settled, with the cash payment recognised in the share-based payment reserve.

Where options in a scheme are fully settled, associated entries to the share-based reserve are swept directly
into retained earnings. At the period end the Company had no outstanding share options and the scheme has
closed.
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Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 1, the Directors are required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may differ from these estimates.

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

Critical accounting judgements

Management do not consider there to be any critical accounting judgements.

Key sources of estimation uncertainty

Management do not consider there to be any key sources of estimation uncertainty.

Revenue

Materially all revenue was derived from the Company’s principal activities to customers based in the UK.

During the year the Company recognised revenue of £2,393,139 (2021: £2,372,856) related to contract liabilities
carried-forward from the prior year. No revenue was recognised in either year from performance obligations
satisfied (or partially satisfied) in prior years. All remaining performance obligations are comprised of contract
liabilities of £2,727,614 at 31 March 2022 (2021: £2,393,139),

Directors’ remuneration
The directors are considered to be the same as the key management personnel in the Company.
During the period, no Directors received any emoluments (2021 nil)

The directors were remunerated through IMImobile Europe Limited, a fellow subsidiary of IMImobile Limited,
up until the end of July 2021. From August 2021, all of the directors’ remuneration for their services have been
paid by other Cisco group companies. These Directors’ services to the Company do not occupy a significant
amount of their time and as such they do not consider that they have received any remuneration for their
incidental services to the Company for the current or prior period. No recharge is made to Txtlocal Limited for
these services.

Employee benefits

The monthly average number of persons employed by the Company (including directors) during the year,
analysed by category, was as follows:

2022 2021

Number Number

Sales and Managed Services 6 19
Development and product management 3 8
Operations and technical support 2 8
Commaon functions 2 8
13 43
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The aggregate payroll costs of these persons were as follows:

2022 2021

£ £

Wages and salaries 599,630 1,665,104
Social security and taxes 69,300 191,345
Pension costs — defined contribution plan (note 16) 17,442 62,362
Share options granted to Directors and employees (note 17) - 78,889
686,372 1,997,700

Employees were onboarded into Cisco entities in August 2021. Therefore as at 31 March 2022, there are no
employees within the Company.

Operating profit
2022 2021
£ £
Operating profit is stated after charging (crediting):
Depreciation of property, plant and equipment 88,340 97,740
Staff costs (note 5 — including share-based payment charge) 686,372 1,997,700
Loss/(gain) on foreign exchange transactions (31,340) 119,868
Finance costs
2022 2021
£ £
Bank loans and overdrafis - 12
Interest in relation to lease liabilities (note 14) 1,802 3,579
1,802 3,591

Gain on sale of assets

On 13 August 2021, the Company had sold and transferred certain intellectual property rights to group
undertaking Cisco Worldwide Holdings Ltd., at fair market value in consideration for the issuance of a
promissory note in the amount of £45,743,100. The realised profit from this sale was equal to the fair market
value. On 18 August 2021, the Directors distributed this promissory note as dividend in specie to [IMImobile
Limited, the Company’s sole member.

Tax

2022 2021
UK corporation tax £ £
Current tax expense for the year 9,038,954 -
Adjustments in respect of prior periods 39,948 219,231
9,078,902 219,231

Deferred tax (note 11)
Deferred tax expense for the year (2,311 36,092
Adjustments in respect of prior periods 2,221 -
Effect of tax rate change on opening balance (1,188) -
(1,278 36,092
Total tax expense 9,077,624 255,323
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Corporation tax is calculated at 19% (2021: 19%) of the estimated taxable profit for the year.

The tax expense for the year can be reconciled to the profit in the income statement as follows:

2022 2021
£ £
Profit befere tax 47,586,738 679,346
Current tax at the UK corporation tax rate of 19% (2021: 19%) 9,041,480 129.076
Expenses not deductible for tax purposes (4,282) {54,689)
Effect of change in UK tax rate (1,188) -
Prior year adjustments 2,221 219,231
Effect of overseas tax rates 39,948 -
Adjust defened tax 1o average rate (555)
Group relief - (38,295)
Total tax expense 9,077,624 255,323

On 14 October 2022, the government announced that the planned UK tax rate change from 19% to 25% would
be implemented from April 2023. The UK deferred tax balances as at 31 March 2022 are calculated at this

higher rate.

Property, plant and equipment and right-of-use assets

Right-of-use Computer Fixtures &
assets Equipment Fittings Total
£ £ £ £

Cost
At 1 April 2021 193,806 102,348 108,582 404,736
Additions - - - -
At 31 March 2022 193,806 102,348 108,582 404,736
Accumulated depreciation
At 1 April 2021 119,155 93,31 77,722 281,198
Expense for the year 58,359 8,854 21,127 88,340
At 31 March 2022 168,514 102,175 98,849 369,538
Net book value
At 31 March 2022 25,292 173 9,733 35,198
At 31 March 2021 83,651 9,027 30,860 123,538
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Deferred tax asset
Details of deferred tax assets are as follows:

Other

Fixed assets short-term
timing temporary
differences differences

£ £
At 1 April 2020 (4,808) 51,198
Credit to the income statement 5,478 {41,570)
Deferred tax recognised in equity - (6,537)
At 31 March 2021 670 3,00
Credit to the income statement 3,932 (2,654)
Deferred tax recognised in equity - 437)
At 31 March 2022 4,602 -

Total

£
46,390
{36,092)
(6,537

3,761
1,278
(437)

4,602

Other short-term temporary differences comprise deferred tax on unpaid employer pension contributions and

share-based payments

Trade and other receivables

2022 2021

£ £

Trade receivables (net of expected credit loss allowance) 2,482,341 875,246
Amounts owed by parent undertaking 12,574,554 16,245,310
Amounts owed by other group undertakings 150,603 9,150,879
Prepayments 28,184 103,982
Refundable deposits 4,200 4,200
Other debtors 225 -
15,240,107 26,379,617

Credit quality of customers is assessed by taking into account the current financial position of the customer, past
experience and forward looking factors, including ecenomic outlook. The historical level of customer default is
low and, as a result, the credit quality of period end trade receivables is considered to be high. Trade receivables
are considered past due once they have passed their contracted due date. The Company review trade receivables
past due but not impaired on a regular basis and in determining the recoverability of the trade receivables, the
Company considers any change in the credit quality of the trade receivable from the date credit was initially

granted up to the reporting date.
Amount owed by group undertakings are interest free, unsecured and repayable on demand.

Trade and other payables

2022 2021

£ £

Trade payables 59,044 59,298
Amounts due to other group undertakings 13,422,985 16,725,822
Accruals 159,732 174,826
VAT Payable 734,884 461,582
Social security payable - 34,380
Other payables - 14,525
14,376,645 17,470,433

Amounts owed to group undertakings are interest free, unsecured and repayable on demand.
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Lease liabilities

2022 2021
Buildings £ £
At 1 April 82,456 137,384
Principal repayments (58,519  (58,507)
Interest 1,802 3,579
At 31 March 25,739 82,456
At 31 March
Current 25,739 56,728
Non-current - 25,728

25,739 82,456

Called-up share capital and reserves

2022 2021
£ £

Allotted and fully paid
2,000 Ordinary shares of £0.001 each 2 2

Share-based payment reserve

The share-based payment reserve relates to the charge for the share-based payment in accordance with
International Financial Reporting Standard 2. Where options in a scheme are fully vested, associated entries to
the share-based payment reserve are transferred to retained earnings.

Retained earnings

Retained earnings represents the cumulative earnings of the Company attributable to equity shareholders, net of
any dividend declarations.

Retirement benefit scheme

The Company operates a defined contribution stakeholder pension scheme for all qualifying employees. The
assets of the scheme are held separately from those of the Company in funds under the control of trustees.

The pension expense for the year represents contributions payable to employees’ private pension schemes and
amounted to £17,442 (2021: £62,362).

Contributions amounting to £nil {2021: £14,525) were payable to the scheme and are included in other payables
at year end.

Share based payments
The share-based payment expense relating to employee share schemes in the year was £nil (2021: £78,889).

The Company operated the following schemes during the year for options issued to the Directors and key
employeces. Certain options granted under the schemes included accelerated vesting on a change in control of
the group, in which case the share-hased payment charge that would otherwise have been recognised in future
periods has been recognised in the current vear.

2014 Unapproved Option Plan

The plan was established on 26 June 2014, The options granted vest over a period of 0-4 years and are dependent
upon continued employment and meeting performance targets for the Group’s EPS. The options may be forfeited
if the employee leaves the Group and the rights of the participants lapse if the award has not been exercised after
a period of 10 years from the grant date.
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Details of the share awards outstanding during the year are as follows:

As at 31 March 2022 As at 31 March 2021

Weighted Weighted

average average
exercise price Number of exercise price Number of
(£) share options (£) share options
At 1 April - - 2.80 299,171
Granted - - - -
Exercised - - 212 (65,946)
Forfeited - - 3.00 (233,225)

At 31 March - - - -

The aggregate fair value of options granted in the year is £nil (2021: £112,201).
There are no options outstanding at 31 March 2022 (2021: no outstanding options)).

The fair value at grant date has been determined using the Black-Scholes valuation model. The significant inputs
into the model in both years were a risk free interest rate of 0.42% to 1.72%, exercise price shown above, an
expected option life of five years, volatility of 7% to 70% depending on the vesting date of the options and a
dividend yield of nil.

CSOP

The plan was established on 26 June 2014. The options granted vest over a period of 0-4 years and are dependent
upon continued employment. The options may be forfeited if the employee leaves the Group and the rights of
the participants lapse if the award has not been exercised after a period of 10 years from the grant date.

Details of the share awards outstanding during the year are as follows:

As at 31 March 2022 As at 31 March 2021

Weighted Weighted

average average
exercise price Number of exercise price Number of
(£) share options (£) share options
At 1 April - - 1.96 120,627
Granted - - - -
Exercised - - 1.92 (114,127
Forfeited - - 2.74 (6,500)
At 31 March - - - -

The aggregate fair value of options granted in the year is £nil (2021: £ nil).
There are no options outstanding at 31 March 2022 (2021: no outstanding options).

The fair value at grant date has been determined using the Black-Scholes valuation model. The significant inputs
into the model in both years were a risk free interest rate of 0.42% to 1.72%, exercise price shown above, an
expected option life of five years, volatility of 7% to 70% depending on the vesting date of the options and a
dividend yield of nil.

Save As You Earn

The plan was established on 6 August 2020. The options granted vest over a period of 3 years and are dependent
upon continued employment. The options will be forfeited if the employee leaves the Group.
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Details of the share awards outstanding during the year are as follows:

As at 31 March 2022 As at 31 March 2021

Weighted Weighted

average average
exercise price Number of exercise price Number of
(£) share options £) share options
At 1 April 2.96 7,538 - -
Granted - - 2.96 26,023
Exercised 2.96 (7,538) 2.96 (184)
Forfeited - - 2.96 (18,301)

At 31 March - - 2.96 7,538

The aggrepate fair value of options granted in the vear is £nil (2021: £12,233). The options outstanding at 31
March 2022 have a weighted average remaining contractual life of 0 years (2021: options outstanding have a
weighted average remaining contractual life of 0.4 years ).

The fair value at grant date has been determined using the Black-Scholes valuation model. The significant inputs
into the model were a risk-free interest rate of (0.04)%, exercise price shown above, an expected option life of
three vears, volatility of 30% and a dividend yield of nil.

Parent undertakings

The Company's immediate parent undertaking is IMImobile Limited, a company incorporated in the United
Kingdom.

At 31 March 2022, IMImehile Limited is the parent undertaking of the smallest group to consolidate these
financial statements. These consolidated financial statements may be obtained by request from IMImobile, 5 St.
John’s Lane, London, ECIM 4BH, the registered address of IMImobile Limited.

The ultimate parent undertaking and largest group to consolidate these financial statements is Cisco Systems
Inc. These financial statements are available from https://investor.cisco.com

The address of Cisco Systems Inc is 170 West Tasman Drive, San Jose, California, 95134-1706, USA.
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