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Technetix Group Limited
Strategic Report for the Year Ended 31 December 2020

Listen - Innovate - Deliver
-Maintaining resilience in the short-term; investing for long term value creation-

- Breakthrough solutions for broadband network evolution -

The Directors present their strategic report for the year ended 31 December 2020.

Highlights

« Robust in the face of the COVID-19 pandemic; underlying revenue £81.6m (2019: £100.2m); underlying
EBITDA £4.6m (2019: £5.3m); Core Broadband Technology margins up 450 points to 30.6% (2019: 26.1%)

* High resilience maintaining full uninterrupted operational performance and support to customers
* R&D investment sustained at £4.0m (2019: £4.1m); building an outstanding, significant pipeline of products

« Strong liquidity; gross cash of £17.7m (2019: £l3.4m)'; underlying cash available to business’of £15.5m at 31
December 2020 (31 December 2019: £14.4m)

* Acquisition of the ECAD GmbH broadband business in the year delivering healthy margins, strengthening
position in the key German broadband market and enhancing the value proposition globally with an increased
range of innovative fibre to the home products

+ World class technology solutions continue to be recognized by industry experts; new patented Directional
Neutral Amplifier a key part of the Group's DGA® access solution recognised and awarded the top rating of 5
diamonds by the 2020 Broadband Technology Report

» Technetix is a strong business with a powerful brand generating over 80% of its revenue outside the UK. Its
focus on Broadband Technology and the development of new product solutions provide an exciting platform for
growth

* Reported revenue £81.4m (2019: £100.0m) and reported EBITDA £4.9m (2019: £1.9m)

Notes

"Includes government tax deferrals of £3.2m (31 December 2019: nil)

2 Gross cash of £17.7m less tax deferrals of £3.2m plus £1.0m agreed overdraft in place; bank debt at 31 December 2020 of £6.1m maturing
in April 2025 '

*DGA is Distributed Gain Architecture, a ground-breaking new solution for expansion of HFC broadband network capacity. DGA provides
provision of 10G 1.8 GHz Extended Spectrum DOSCIS 4.0 at lower power levels than previous generation DOCSIS 3.1 networks

. Report Definitions ) .
The following definitions have been used throughout the report to assist the users' understanding of the business:

Underlyin

Underlyi)r:g rgevenue and EBITDA excludes unrealised amounts arising from fair value changes on forward foreign exchange contracts, share
warrant expenses, non- cash equity settled share-based payment expenses, acquisition and integration costs and other costs which are
incurred outside the continuing operations of the Group. Underlying results are disclosed separately in order to assist readers in their
understanding of the underlying performance and trends of the Group. Underlying performance measures are not defined terms under [FRS
and may not be comparable with similarly titled measures reported by other companies.

Broadband Technology

Broadband Technology consists of product solutions designed for the Network Access and Connected Home markets. These products have
been designed and developed by Technetix R&D for which the business owns the full intellectual property rights as well as a select number
of other core products where Technetix, through its applied expertise, has added value over a number of years through a rigorous process of
sourcing, qualifying and testing products to its customers specitications.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Review of the business

Founded in 1990, and celebrating its 30th anniversary in 2020, Technetix is a complete solutions provider, listening carefully

to its customers’ needs — pinpointing their network issues and delivering solutions that are a perfect fit for the best possible

results. The Group’s products are deployed in networks in over 70 countries around the world, earning it a reputation for
- excellence and reliability. That’s why Technetix is a market leader when it comes to the enhancement of broadband cable

network performance.

Technetix supplies technologically advanced products and solutions that enable flexible, powerful networks; increased
revenue and market share, and provide a better service experience. With cutting-edge solutions like its DBx access platform,
Virtual Segmentation solution for virtual fibre and Distributed Access Architecture, Technetix is a partner that cable
operators can count on to achieve their most ambitious goals. Technetix listens, innovates and delivers through:

« Supplying mission critical own IP products in the Network Access and Connected Home markets;

« Having a direct presence in 18 countries and selling to over 70 in the past 5 years;

« Having long standing, strategic relationships with leading cable operators worldwide;

« An extensive European network with a exciting Americas presence and an emerging Asia Pacific foothold;
« Powerful R&D capabilities in Europe, US and Asia underpinned with 130 granted and pending patents;

* A strong balance sheet with cash available to the business at 31 December 2020 of £15.5m.

Customer network spending trends in 2020 were subdued as a result of the COVID-19 pandemic restricting network
construction. Cable operators defaulted to ‘tried and trusted’ solutions to deploy equipment at short notice to meet urgent
bandwidth capacity demands, with network upgrade spending being pushed out. However, industry consensus is that
spending trends will get incrementally better in the coming years as cable operators continue to invest in the next generation
architecture technology in their networks. The Group believes that it has maintained its market share, with the decline in
industry spending being widely reported by competitors and market analysts. Industry macro-trends, such as bandwidth
growth, remain very favourable within the markets it serves and continue to offer significant long-term growth potential.

Underlying gross profits were £16.8m (2019: £18.9m), with underlying EBITDA at £4.6m (2019: £5.3m), on the back of
underlying revenues of £81.6m (2019: £100.2m), which is a resilient performance in the face of the COVID-19 pandemic.

The Group maintained its investment in research and development so that it is able to fully capitalise on the rebound in
customer spend in the coming years. Total spend was £4.0m in 2020 (2019: £4.1m). The Group has an exciting new
technology pipeline portfolio for release through 2021 and beyond. In the year, the Group launched several new world class
technology products to industry acclaim; including the Directional Neutral Amplifier (DNA) which was recognised and
awarded the top rating of 5 diamonds by the 2020 Broadband Technology Report Diamond Technology reviews.

Impact of the COVID-19 pandemic

The Group has delivered a resilient performance in 2020, in a year in which the COVID-19 pandemic has had an
unprecedented impact on all businesses and wider society. From the onset of the pandemic, Technetix has focused its
energies on maintaining its high levels of customer service and ensuring the physical and emotional wellbeing of its
employees. Employees have shown outstanding dedication and resilience in ensuring all customers’ needs have been fully
met despite challenging circumstances. The Group has kept all its offices and warehouses fully ‘COVID secure’ and
operational throughout the pandemic. The Group also took the decision early in the pandemic that no employee would be
furloughed.

To ensure the business was fully able to meet the pandemic challenges head-on, it had a strong focus on maximising
liquidity. This was achieved through three principal avenues. Firstly, in careful management of working capital, which the
Group has a solid track history in delivering on; secondly, in tightly managing its operating costs and in particular, its
discretionary spend and thirdly, in putting in place new bank debt facilities which extended the maturity to April 2025.

The Group finished the year with reported gross cash of £17.7m (2019: £13.4m). It took advantage of various Government
initiatives allowing the deferment of tax payments. These deferrals amounted to £3.2m (2019: nil) and are expected to be
prepaid in 2021. Excluding these tax deferrals, underlying gross cash was £14.5m (2019: £13.4m) with net cash (being total
cash of £17.7m less borrowings of £6.1m) of £11.6m (2019: £12.4m), reflecting the acquisition of the ECAD broadband
business. The cash available to the business at 31December 2020 was £15.5m (31 December 2019 £14.4m).

2020 has demonstrated the absolute core necessity of the cable broadband infrastructure to keeping businesses and wider
society connected. With large swathes of the population having to work and be educated from home, this has put
unprecedented bandwidth demands on the broadband transmission network. Broadband cable operators have more than met
this ultimate challenge. Technetix is proud to have played its part in supporting its customers and supplying the equipment
over recent years that stood up to deliver on this ‘once in a generation’ challenge.

The statement about how the Board considers stakeholders in its decision-making is contained in the section 172 statement in
the Directors' Report.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Strategy

Despite the effects of the COVID-19 pandemic, the Group has continued to focus on strategy implementation that will help it
to emerge strongly as the recovery takes shape. The Group’s core business and primary strategic focus continues to be the
design and manufacture of world class technology solutions, which it terms Broadband Technology, in partner factories in
South East Asia to designs developed in its research and development centres in the United Kingdom, the Netherlands,
Germany and Belgium. :

Technetix is ideally positioned as a technologically naturally hedged business; to take advantage of both the continued strong
investment in the existing HFC (hybrid fibre coax) infrastructure as well as being a leading player into the future as cable
operators start to evolve their networks to distributed access architecture (DAA) and pushing fibre deeper to the end
customer. The Group’s technology is also playing an increasingly important role in the exciting growth market of mobile
backhauling - the convergence between mobile and cable networks. Around the world more cable and mobile operators are
merging, with Virgin Media and O2 in the UK being the latest, announcing their merger in 2020, with completion expected
in 2021.

The Group has core expertise in RF and optical access technology covering all aspects of HFC cable networks. It is actively
investing in innovative new technology solutions such as the new patented Distributed Gain Architecture (DGA) and echo
cancelling technology to meet the needs of the new DOCSIS 4.0 standard. These innovations enable additional bandwidth
over current HFC infrastructure rather than deploying a fibre network without additional network electrical power
consumption or costly network equipment repositioning. The Group is also expanding its portfolio of fibre products; these
were complemented by the recent acquisition of the broadband business of ECAD GmbH, which brought it an attractive
range of fibre to the home products which can be sold throughout the Technetix customer base.

Cable network upgrades are done gradually over many years. Seamless integration with no disruption to the customer
experience are pre-requisites. In this conservative environment ‘hand-brake’ technology turns are never done. The Group’s
research and development focus and strategy is tailored to this by continuing to deliver a steady stream of new proprietary
best-in-class solutions.

Technetix has the expertise and experience to look into the future and foresee the technologies of tomorrow and execute on
them which is widely recognised in the industry. It also has strong and deep strategic relationships with many major cable
operators. These tried and tested relationships have been built over many years. This gives the Group access to the main
decision makers where the Group’s thoughts and ideas count and are translated into the network upgrades of tomorrow. The
Group will continue to focus on expanding its customer base by being the strategic partner of choice.

Technetix is an international business and has a presence in 18 countries, with sales to over 70 countries in the last 5 years.
This extensive technological and geographical footprint provides a real strategic advantage, which the Group seeks to
leverage by expanding its product and technological reach into new geographies. Europe, the Americas, Australia and Asia
continue to be key focus regions for the business.

The Group is also entering into strategic partnerships with other like-minded businesses worldwide to deliver technology
solutions to customers and provide flexible solutions to address the broader market. Its recent announcement with Vecima
Networks shows how these partnerships can diversify its portfolio and expand capabilities.

The Group’s focus in the coming years will be to significantly expand its margins through the addition of new best in class
technology products, such as Virtual Segmentation and the new DNA amplifier as well as expanding the level of its existing
technology solutions, such as the flagship DBX range to new and existing customers. Additionally, it will better monetise
services it currently offers and enhance those services, such as extended warranties and consulting on technology issues such
as network design. .

The Group also supplies products under Supply Chain Services agreements to its major key customers under a

‘one-stop-shop’ concept. This allows it to build and maintain close and unique relationships with those strategic customers,
whilst recognising that the margins earned on those products will be lower than the margins from Broadband Technology.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Market overview

Broadband networks have completely transformed life in almost every way possible over the past several decades. Advanced
technologies like virtual and augmented reality, artificial intelligence and holograms all rely on the robust broadband
networks that Internet Service Providers (ISPs) build and continue to upgrade.

The industry is in the middle of a technological transformation from a centralised HFC network infrastructure housed in
traditionally spaced limited, high cost headends, towards distributed technologies located in the access network that can be
supported remotely by imbedded software. This DAA technology is expected to account for an increasing percentage of
spend as the decade progresses. Omdia's cable broadband access equipment forecast, released earlier in 2020, shows the
cable access equipment market will grow from approx. $0.8bn in 2020 to just under $1.2bn in 2025, with next generation
technologies such as DAA accounting for approximately 75% of that spend by 2025 compared to 25% today.

CableLabs, the industry standards organisation, has recently published on the specification for DOCSIS 4.0, bringing

" together various future technology options such as Duplex DOCSIS (FDX), Extended Spectrum DOCSIS (ESD) and Low
Latency DOCSIS (LLD). This provides a pathway for all cable operator's HFC networks to be able to expand their capacity
to 10GB symmetrical upstream and downstream speeds and beyond, keeping residential cable network speed and capacity
level with or ahead of the most advanced FTTH (fibre to the home networks). DOCSIS 4.0 enables operators to start moving
ahead with long term investment, managing a flexible migration such that older deployed technologies can coexist with new
technologies. The overall aim is to increase bandwidth, both upstream and downstream, to keep pace with customers’
expectations, with Cisco’s latest global IP traffic forecasting a 26% CAGR between 2017 to 2022.

Consumers want more and more content, more often, on more devices including tablets, smart phones, gaming consoles as
well as smart-TVs, security cameras and many types of [OT (internet of things) devices. They want to be able to watch this
content on demand when it suits them, driving a growing demand for services such as over-the-top-TV and TV-everywhere.
Indeed by 2022, Cisco forecast that 81% of 1P traffic will be non-PC based. In addition, the consumer home is evolving to all
IP (internet protocol) architecture and cloud-based operation of both middleware and content storage functions. The home is
increasingly filling with 10T (internet-of-things) devices providing information, control, safety, security and medical
functionality options. To cope with these trends, network transmission technology is changing and adapting so that this
content as well as interactive media and broadband communications (voice, video, data and mobile) can be delivered at the
data latency, volumes and speeds now demanded. This trend is set to continue and accelerate.

Just as important, as cable investment expands so does the requirement from cable operators to strive to get an attractive
return on investment. Many cable operators are reluctant to pursue ‘pure’ FTTH networks, due principally to the high cost
per home passed (estimated at up to $1,000 or more). This is where investment in upgrading existing HFC (hybrid-fibre
cable) networks continues to be an attractive solution as HFC can:

« Match fibre speeds now and into the future - out ten to twenty years plus;

« Require five to ten times lower capital investment to upgrade existing HFC networks than the required ‘fork-lift’
front end loaded investment in building new FTTH networks;

« Regulatory and planning restrictions; many countries impose severe restrictions on the laying of new fibre cable
runs in trenches along roads and on utility poles. The costs and time-delays discourage investment in new network
build. Upgrading existing HFC networks creates minimal disruption to streets and buildings and significantly
lowers carbon footprint.

The significant risks and hurdles of moving to a pure FTTH network means that investment in existing HFC networks will
remain robust for years to come. Although FTTH will start to be deployed in major cable operator’s networks, this
deployment will be gradual over many years and likely be targeted at new homes or at the highest revenue/profit subscribers
in specific high-density geographies, with the majority of the network and subscribers remaining on HFC networks.

The overall broadband cable equipment market will remain strong and continue to offer long term attractive growth
opportunities.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Business performance
The Groups strategic focus is on its Broadband Technology products, which serve the Network Access and Connected Home
markets. The Group expects that the percentage of revenue from these products will increase as the decade progresses.

In 2020, Broadband Technology underlying product margins percentages improved by 450 percentage points to 30.6%
(2019: 26.1%) reflecting the strategic focus to expand margins through the steady release of new technology solutions.
Revenue at £49.1m (2019: £59.1m) from Broadband Technology was impacted by the COVID-19 pandemic, with market
share being maintained. This delivered a product margin of £15.0m (2019: £15.4m).

Supply Chain Services revenues were £32.5m in 2020 (2019: £41.1m), again impacted in the short-term by COVID-19,
delivering a product margin of £4.8m (2019: £5.3m) and a product margin percentage of 14.7% (2019: 12.9%). The Group
will continue to offer these products where there is a strategic logic and strong linkage with our Broadband Technology
offering.

The Group’s strategy has been to fully leverage its extensive European footprint to drive growth in its traditional Western
European markets while continuing to build profile and momentum, particularly in the Americas, Emerging Markets (which
includes Eastern Europe) and recently identified significant opportunities in Asia Pacific markets. In 2020, 83% of revenue
was earned outside of the UK (2019: 81%)

In 2020 the Americas business was refocused around the delivery of strategic Broadband Technology products and flawless
execution of the exciting number of new customer pipeline opportunities. Additionally, service delivery and the more
effective use of the Group support infrastructure allowed the cost base to be reconfigured providing a solid foundation for
future profitable growth.

Financial review
The reconciliation of underlying revenue, gross profit and EBITDA to those reported is as follows:

2020 2019

Note £000 £000
Reported revenue 5 81,430 100,011
Reduction in revenue related to warrants 27 130 179
Underlying total revenue 81,560 100,190

Cost of sales (64,745) (82,641)
Fair value changes on forward foreign exchange contracts 6 (32) 1,338
Underlying gross profit ' 16,783 18,887

Administrative expenses (16,197) (19,495)
Depreciation and amortisation 6 4,454 4,048
Exceptional costs 6 952 1,810
Exceptional gains 6 (1,259) -
Non-cash equity settled share-based payment expense 9 (129) 27
Underlying EBITDA ) 4,604 5,277

Underlying EBITDA % revenue 5.6% 5.3%

Underlying gross profit was £16.8m (2019: £18.9m) and underlying EBITDA was £4.6m (2019: £5.3m).

The Group seeks to reduce its exposure to foreign currency by hedging some of its US dollar requirements, using simple
forward contracts as the US dollar is the benchmark currency for the majority of products purchased. As a consequence of
Sterling strengthening in value against the US dollar in the later stages of 2020, currency hedges taken out in 2020 and which
were in place at 31 December 2020 are at average rates adverse to current market rates.

As at 31 December 2020, the unrealised loss on fair value changes on forward exchange contracts was £0.6m (31 December
2019: unrealised loss of £0.6m). If Sterling remains at its current rate or strengthens further, these hedges as they mature,
will act as a drag on profitability in the first half of 2021. However, not with-standing this, a strengthening Sterling against
the US dollar will positively impact margins as Sterling equivalent cost prices will reduce. '

The Group remains focused on managing its operating cost base, continually looking for improved operational efficiencies,

centralising resources and more use of IT solutions to replace previously manual tasks, while also continuing to invest in its
priority areas of research and development, sales, management and support infrastructure.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

Exceptional items

The business incurred exceptional costs of £1.0m in the year (2019: £1.8m). These costs principally relate to employee
restructuring costs, the ECAD GmbH broadband business acquisition related expenses and a goodwill impairment charge.
The Group has decided to impair the goodwill acquired on the Telewire acquisition in 2015. The Group continues to believe
that the Americas region represents an attractive long-term profitable growth opportunity. This growth will be focused on
Broadband Technology products, with Supply Chain Services (including Telewire) products playing a smaller, more
strategic ‘wrap around’ service role. As a result of this natural evolution of the business, now was an appropriate time to
re-assess the value of the goodwill carried and adjust for future direction.

The business also had an exceptional gain of £1.3m in relation to fair value remeasurement on the ECAD acquisition;
comprising a gain of £1.2m in relation to the remeasurement of contingent consideration and a gain of £0.1m in relation to
inventory step down to fair value.

Costs incurred in 2019 principally related to legal costs in pursuing competitor IP infringement cases.

Research and development

The Group continued to invest in R&D, as the Board view this as critical to maintaining its competitive advantage and future
growth plans. The total gross R&D spend in 2020 of £4.0m (2019: £4.1m) as it targeted the development of key product
technology solutions.

In line with its industry peers and in compliance with IFRS, it continued to capitalise R&D costs where appropriate. The
amount capitalised in 2020 was £2.6m (2019: £2.8m), reflecting the significant progress made in gaining customer contracts
for many recently developed products and the anticipated future sales volumes. )

Dividends
The Board is recommending the payment of a dividend in 2020 of 45 pence per share (2019: 62 pence per share)

The Board carefully and regularly, reviews its ability to pay dividends in line with the Group’s profitability and cash flow
generation, after taking into account the financing requirements of future initiatives and opportunities which offer attractive
shareholder returns.

Cash .

The Group finished the year with a reported gross cash position of £17.7m (2019: £13.4m). This included £3.2m of
government tax deferrals (2019: nil) which are expected to be repaid in 2021; excluding this, the underlying gross cash was
£14.5m (2019: £13.4m)

During the year, the Group re-financed and extended the maturity date on its bank debt, which now matures in April 2025.

The net underlying cash position (net underlying gross cash of £14.5m less bank debt o’f£6.lm) was £8.4m (2019: £12.4m),
reflecting the acquisition of the ECAD broadband business, which resulted in the net outflow of £3.9m in 2020.

The cash available to the business (underlying gross cash plus agreed £1.0m overdraft facility) at 31 December 2020 was
£15.5m (31 December 2019 £14.4m)

During the year, the Group repaid £0.9m of borrowings; took £6.0m in additional borrowings, paid £0.7m on leased assets,
£1.2m in interest and paid £0.4m in dividends.

Additionally, it invested £3.3m in tangible and intangible assets, paid £0.1m in tax and generated £6.2m cash flow from
underlying operating activities. It also had a cash outflow from non-underlying items of £0.5m.

The Board is confident that the Group will continue to be cash generative and together with its bank facilities and cash
balances, will be able to meet its funding needs into the future.

The reconciliation of underlying net cash generated from operations to reported is as follows:
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

2020 2019

£ 000 £000
Reported cash generated from operations 8,905 7,222
Government tax deferrals (3,257) -
Exceptional costs 533 1,810
Underlying cash generated from operations 6,181 9,032
Tax paid (74) (382)
Cash from investing activities (3,989) (4,278)
Underlying net cash from operations* 2,118 4,372

*Underlying net cash from operations excludes exceptional items, acquisition payments and is stated before financing.

Acquisitions

On 28 February 2020, the Group completed the acquisition of the broadband business of ECAD GmbH, Germany, affirming
its commitment to the German broadband market and enhancing its value proposition globally with an increased range of
innovative FTTH products.

The acquisition has enabled. the accelerated growth and market traction for Technetix, particularly with additional German
offices in its global network. The ECAD operation has become an integral part of Technetix, enabling the Group to further
expand its extensive portfolio.

The Group is pleased with the performance in 2020, with the integration of the business seamlessly executed. While the
COVID-19 pandemic has constricted, in the short term, its ability to expand revenue, the level and quality of future sales
opportunities are exciting. The Group was able to take advantage of the contingent consideration mechanism it put in place
when acquiring ECAD to ensure that subsequent consideration payments were adjusted for the actual level of business being
generated. -

The Group over its history has successfully acquired and integrated a number of companies and the Group continues to
review opportunities and will acquire where it believes value can be created.

Principal risks and uncertainties

There are a number of risks and uncertainties which could impact the Group’s long-term performance. It is subject to the
same general risks and uncertainties as any other business for example, the impact of changes in the general economic
conditions including currency and interest rate fluctuations and the impact of competition, natural disasters and sourcing of
materials.

Senior management conducts regular risk reviews to establish the likelihood and impact of risks assessed.

QOutlined below is a description of the principal risks and uncertainties that are specific to the business. Not all these factors
are within the Group’s control. There may be other risks and uncertainties which are unknown to the Group or which may
not be material now but-could turn out to be material in the future.

i) COVID-19 .

The COVID-19 pandemic is severely affecting most countries worldwide. As a result of the pandemic the Group has
re-evaluated its risk profile and identified additional mitigating actions as part of its overall risk review. The pandemic
provides a larger short-term risk with a lower long-term risk. The risk revolves around disruption in customer network spend,
product distribution and staff being able to work effectively both remotely and in its facilities.

The significant increase in employees working remotely has increased the potential risk of successful cyber-attacks. The
Group has an on-going and well-established communication.and awareness program to educate all employees of the
associated risks and security procedures that should be followed. It runs simulated ‘phishing’ attacks to assess employee
awareness and compliance. It also has implemented a range of additional security protocols to protect both its network and
all devices connecting to the network such as multi authentication.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

One of the Group’s highest priorities is the health and welfare of its employees. The Group has made all its facilities
‘COVID secure’ and implemented remote working for employees that can effectively work remotely. The Group has
previously invested heavily in ensuring it has a robust, secure IT network and equipping the vast majority of employees with
portable laptops, allowing remote working. In what was effectively the ultimate real stress test, its systems coped perfectly
with no downtime.

The Group is also mindful of the emotional wellbeing of its employees when prolonged remote working is required. It has
reach-out programs and regular communication to ensure employees are supported and ‘early warning signs’ are detected
and issues resolved.

At the onset of the outbreak of COVID-19 the Groups main concern was supply disruption in Asia and the closure of some
of its key suppliers.. While the business did suffer some short delays in product availability, this was only measured in a
matter of weeks before the majority of factories were back to full production. The dispersed geographical locations of its
suppliers, including its key supplier based in Taiwan, which has been little affected by the pandemic up to now, gives the
supply chain a measure of robustness. :

ii) Brexit ‘

The United Kingdom's exiting of the European Union as well as the single market and customs union (commonly referred to
as 'Brexit') could cause disruption to and create uncertainty surrounding its business, including affecting its relationships
with its existing and future customers, suppliers and employees. [t may disrupt the tax jurisdictions in which the Group
operates and adversely change the tax benefits and liabilities in those jurisdictions. In addition, Brexit could lead to legal
uncertainty and potentially divergent national laws, regulations and standards which could add operational complexity and
costs to its business.

The Board keeps this matter under review and has undertaken various assessments. These reviews have concluded that the
business’s current structure and processes in place should ensure that any disruption will not be significant, although it
remains alert to the ongoing practical impact of implementing the recently agreed trade deal between the UK and the EU.
The Board will take any necessary action, should its operational or business model need adjusting.

iii) Customers

The Group’s business, consistent with the rest of the industry, comes primarily from a few key customers. The loss of one of
these customers or a significant reduction in sales to one of these customers would have a materially adverse effect on its
business. The Group’s strategy is to maintain a strong strategic relationship with these accounts, which it has been very
successful at and grow new major accounts in order to mitigate this risk. The geographic expansion, particularly in the
United States, will further reduce concentration. Liberty Global Ventures, the investment arm of Liberty Global, its biggest
customer, has a strategic investment in the Group, underlining the strength of the ties between the two businesses.

iv) Key suppliers

The Group could be disrupted by the loss of a key supplier. The Group uses a number of supplier factories in different
regions, where feasible, to ensure alternative sourcing supply to reduce the risk of a natural disaster affecting the supply
chain. However, there is a risk that the Group is unable to obtain adequate supply of products for delivery to customers on a
timely basis. One of the Group’s key aims is to further widen the supply chain, building in resilience and more sourcing
options, where this is deemed to be operationally feasible.

Some of the products Technetix sell are either manufactured in China or use components sourced from China. There is a risk
that this could atfect deliveries to customers in the event of supply disruption caused by events such as a global pandemic or
a significant deterioration in the wider geo-political environment. Technetix has extensive experience of managing complex
global supply chains in its 30-year history and has successfully managed previous disruptions. The business works with its
supply partners closely in creating mitigation plans to ensure it can, as far as possible, safeguard continued supply.

v) Foreign exchange

As the Group’s business is international in nature it is exposed to risks associated with changes in foreign currency rates, in
particular movements in both the US Dollar and Euro. The Group seeks to reduce its exposure by hedging some of its
foreign exchange using forward contracts, yet such methods cannot remove all currency risk to the Group’s trading
performance. .

vi) Products

Defects in products and issues experienced by the Group’s customers as a result of these defects could result in the Group
incurring significant costs in fixing or replacing such products. The Group’s reputation with its customers could be adversely
affected which may result in lower revenue and lost future business opportunities. Additionally, some of the Group’s
products use complex technology and multiple components which may from time to time develop defects. The Group has
rigorous testing procedures in place aiming to identify any defects or non-compliance with applicable customer or industry
standards before products are shipped to customers, however this testing may not identify all potential issues.
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Technetix Group Limited

Strategic Report for the Year Ended 31 December 2020 (continued)

vii) Intellectual property

The Group has patent, registered design and trademark protection on all key intellectual property. This protection is executed
in all important markets. The Group will continue to very actively pursue any intellectual property infringements by
competitors, including taking action through the courts. As the Group has expanded its [P patent portfolio it has seen an
increase incidence of infringement. The Group will take a zero-tolerance approach to infringement.

Outlook
The Group has delivered a resilient performance in 2020 and played its key part in helping keep businesses and wider society
fully connected in what has been a challenging year for everybody worldwide.

As global markets start to recover, confidence builds and the level of uncertainty diminishes, Technetix is in great shape to
build on its strong base and pursue the multiple exciting growth opportunities it has. Throughout the pandemic, the business
kept its infrastructure and employees in place and continued to invest in developing its market leading technology solutions,
leaving it in a prime position to immediately pursue and convert prospects.

Technetix is a strong business with a powerful brand in a market that is growing, and the Board view the future with
optimism.

Approved by the Board on 5 March 2021 and signed on its behalf by:

Mr A J Kellett
Director
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Technetix Group Limited

Directors' Report for the Year Ended 31 December 2020

The Directors present their report and the consolidated financial statements for the year ended 31 December 2020.
Directors' of the group
The Directors, who held office during the year, were as follows:
Mr D J Ariesen
Mr P A Broadhurst
Mr J.H Brougham
Dr C Buechner
Mr A J Kellett
" Mr D J Mclntyre
Principal activity

The principal activity of the Group is to design, manufacture and distribute market-leading technology to major broadband
cable and telecommunications operators worldwide. ' '

Business review

Fair review of the business
Underlying gross profit was £16.8m (2019: £18.9m), Group underlying EBITDA was £4.6m (2019: £5.3m), on the back of
revenues of £81.6m (2019: £100.2m).

Reported gross profit was £16.7m (2019: £17.4m), Group reported EBITDA was £4.9m (2019: £1.9m), on the back of
revenues of £81.4m (2019: £100.0m). :

A detailed business review, and analysis of performance, can be found in the Strategic Report.

Principal risks and uncertainties

There are a number of risks and uncertainties which could impact the Group's long-term performance. It is subject to the
same general risks and uncertainties as any other business. For example; the impact of changes in the general economic
conditions including currency and interest rate fluctuations, and the impact of competition, natural disasters and sourcing of
materials. Senior management conducts regular risk reviews to establish the likelihood and impact of risks assessed.

A detailed review of the principal risks and uncertainties can be found in the Strategic Report.

Charitable donations
During the year the Group made charitable donations of £16,023 (2019: £20,151). Individual donations were:

: £
Chestnut Tree House ) - 14,001
Other Local Charities ) 2,022
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Technetix Group Limited

Directors' Report for the Year Ended 31 December 2020 (continued)

Financial instruments

Objectives and policies

The Group’s operations are exposed to a variety of financial risks that include market risk (including interest rate risk,
foreign exchange risk and commodity price risk), credit risk and liquidity risk. Given the size of the Group, it does not
delegate the responsibility of managing financial risk to a sub-committee of the Board. The policies set by the Board are
implemented by the Group’s finance department and monitored by the Board.

Price risk, credit risk, liquidity risk and cash flow risk -

(i) Interest rate risk
The Group actively monitors its level of secured and unsecured debt and is required to meet banking covenants on a
quarterly basis and report these to its lender. The interest payable on the debt is payable at a floating rate.

(ii) Foreign exchange rate risk

The Group is exposed to foreign exchange risk due to the majority of inventory being purchased in USD and the majority of
sales being in GBP and Euro. The Group has managed this risk by hedging a pnopomon of future USD purchases and EUR
sales.

(iii) Commodity price risk
The Group is also exposed to commodity price movements on the key material used in the manufacture of products. These
are not directly hedged but the exposure has also been reduced by pricing clauses with some key customers.

(iv) Customer concentration

The Group's business comes primarily from a number of key customers. The loss of one of these customers or a sngmf"cant
reduction in sales to one of these customers could have a material adverse effect on the business. The Groups strategy is to
grow these accounts and other new major accounts in order to mitigate this risk.

(v) Credit risk .

The Group has implemented policies that require credit checks on potential new customers and those not under contract.
Credit limits are continually reassessed by the finance department and where appropriate, the board. Overall the credit
quality of customers is considered high. The maximum credit risk exposure relating to financial assets is represented by
carrying value as at the Statement of Financial Position date.

(vi) Liquidity risk

The Group prepares detailed cash flow forecasts regularly which are reviewed by management to ensure that cash flow is
actively managed around the Group. The Group also prepares regular working capital reports to monitor cash, inventory,
receivables and payables levels across Group companies.

vii) Market risk

The Group has certain investments in foreign operations, whose net assets are exposed to foreign currency translation risk.
Currency exposure on the net assets of the Group’s foreign operations is managed primarily through borrowings in the
relevant foreign currencies.

Employee involvement

The Group continually seeks to recruit and retain the most talented employees who are essential to our success. The Group
-aims to provide a challenging and fulfilling work environment for its employees and the reputation of the business helps
attract talent to the Group. The Group is committed to developing its employees to the maximum of their potentlal

By encouraging and rewarding innovative thought and action by our employees across the globe, we inspire innovation
within Technetix, our industry and our customers. Employees are provided with numerous learning and development
opportunities to fulfil their potential. A variety of courses and training opportunities are also available to employees to
enhance their skills.

The Group is committed to providing equality of opportunity to all existing and prospective employees without unlawful

discrimination based on religion, disability, gender, age, marital status, sexual orientation, race, ethnicity or any other
protected status.
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Technetix Group Limited

Directors' Report for the Year Ended 31 December 2020 (continued)

Going concern

The Group’s business activities, together with the factors likely to affect its future development, performance and position
are set out in the Strategic Report. The Group has access to a broad range of expertise within the business and as a
consequence believes that it is well placed to manage its risks successfully.

The COVID-19 pandemic developed rapidly in 2020, and measures taken to contain the virus have significantly affected
economic activity globally. As a result of this, the Group undertook reverse stress testing on its forecasts by applying
downside assumptions to establish a plausible but severe scenario. Within the most plausible but severe downside model,
assuming no revenue growth in 2021, the Group is forecast to be profitable and there is adequate headroom in all the Group's
banking covenants. '

Having assessed current trading; the strength of customer and supplier relationships; the current order book and the banking
facilities available to the Group, the Directors have a reasonable expectation that the Company and the Group have adequate
resources to continue in operational existence for at least 12 months from the date of signing these financial statements. Thus
they continue to adopt the going concern basis of accounting in preparing the annual financial statements.

Streamlined Energy and Carbon Reporting (SECR)

The Group has followed the Streamlined Energy and Carbon Reporting (SECR) guidelines. The Group has also used the
GHG Reporting Protocol - Corporate Standard and have used the 2020 UK Government's Conversion Factors for Company
Reporting. :

Intensity measurement
The chosen intensity measurement ratio is Tonnes CO,e per FTE, the recommended ratio for the sector.

Measures taken to improve energy efficiency
We have changed our energy supplier from one which supplied 100% brown energy, to one which supplies Technetix with
100% green energy. In addition, we are installing smart meters to improve our energy monitoring.

UK Energy and Carbon Use

2020 2019
Energy consumption used to calculate emissions (kWh)
Energy consumption 180,025 235,566
Emissions in metric tonnes (CO,e) . _
Electricity consumption 39,053 51,439
Fuels 1,268 2,508
Business mileage 1,637 5,669
Total gross emissions in metric tonnes CO,e 41,958 59,616
Infensity ratio
Tonnes CO,¢ per FTE 1,020 1272

Page 13



DocuSign Envelope 1D: B998BF17-AA36-48E7-8E26-F621F3911C12

Technetix Group Limited

Directors' Report for the Year Ended 31 December 2020 (continued)

Directors' liabilities

As permitted by the Articles of Association, the Directors have the benefit of an indemnity which is a qualifying third party
indemnity provision as defined by Section 234 of the Companies Act 2006. The indemnity was in force throughout the last
financial year and is currently in force. The Company also purchased and maintained throughout the financial year Directors’
and Officers’ liability insurance in respect of itself and its Directors.

Statement by the directors in performance of their statutory duties in accordance with s172(1) Companies Act 2006
The Board of Directors of Technetix Group consider, both individually and together, that they have acted in the way they
consider in good faith, would be most likely to promote the success of the company for the benefit of its members as a whole
(having regard to the stakeholders and matters set out in s172(1)(a-f) of the Act) in the decisions taken during the year ended
31 December 2020 and in creating future business plans (‘our plans’):

(a) Our plans are designed to have a long-term beneficial impact on the Company and to contribute to its success in
providing our customers with products and services of the highest functionality and quality. We achieve these objectives by
continuing to invest in both our R&D and quality teams as well as other teams that support these.

(b) Our employees are fundamental to the delivery of our plans. We aim to be a responsible and attractive employer in our
approach to the pay and benefits our employees receive and the opportunities they have to grow their careers. We believe
that people lie at the heart of our business. We have an open and inclusive culture that supports teamwork as well as
empowering people to achieve their potential. We embrace diversity and focus on recruiting and retaining outstanding
individuals.

(c) Our plans are informed by extensive engagement with customers, enabling us to gain an in depth understanding of their
needs and priorities. We are dedicated to providing our customers with world class technology solutions, to help them
achieve their goals. We also aim to act responsibly and fairly in how we engage with our suppliers and all other stakeholders.

(d) Our plans consider the impact of the Company’s operations on the community and the environment. We encourage our
employees to support the communities they work in.

(e) As the Board of Directors, our intention is to behave responsibly and ensure that management operate the business in a
responsible manner, operating within the high standards of business conduct and good governance expected for a business
such as ours and in doing so, will contribute to the delivery of our plans.

(f) As the Board of Directors, our intention is to behave responsibly toward our shareholders and treat them fairly and
equally, so they too may benefit from the successful delivery of our plans.

Disclosure of information to the auditor

Each Director has taken steps that they ought to have taken as a Director in order to make themselves aware of any relevant
audit information and to establish that the Group's auditor is aware of that information. The Directors confirm that there is no
relevant information that they know of and of which they know the auditor is unaware.

Approved by the Board on 5§ March 2021 and signed on its behalf by:

Mr A J Kellett
Director

Page 14



DocusSign Envelope 1D: B998BF 17-AA36-48E7-8E26-F621F3911C12

Technetix Group Limited

Statement of Directors' Responsibilities

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

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors
have elected to prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union. 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 and profit or loss of the Company and Group for that period.
In preparing these financial statements, the Directors are required to:

« select suitable accounting policies and apply them consistently;
» make judgements and accounting estimates that are reasonable and prudent;

« state whether applicable International Financial Reponﬁng Standards (IFRSs) as adopted by the European Union have
been followed, subject to any material departures disclosed and explained in the financial statements; and

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Group's
and the Company's transactions and disclose with reasonable accuracy at any time the financial position of the Group and 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 Group and the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The Directors confirm that:
so far as each Director is aware, there is no relevant audit information of which the Company’s auditor is unaware; and

« the Directors have taken all the steps that they ought to have taken as Directors in order to make themselves aware of any
relevant audit information and to establish that the Company’s auditor is aware of that information.
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Independent Auditor's Report to the Members of Technetix Group Limited

Opinion

We have audited the financial statements of Technetix Group Limited (the 'Parent Company') and its subsidiaries (the
'Group') for the year ended 31 December 2020, which comprise the Consolidated Income Statement, Consolidated Statement
of Comprehensive Income, Consolidated Statement of Financial Position, Statement of Financial Position, Consolidated
Statement of Changes in Equity, Statement of Changes in Equity, Consolidated Statement of Cash Flows, Statement of Cash
Flows, and Notes to the Financial Statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the European Union and, as regards the Parent Company financial statements, as applied in
accordance with the provisions of the Companies Act 2006.

In our opinion:

» give atrue and fair view of the state of the Group's and the Parent Company's affairs as at 31 December 2020 and of the
Group's loss for the year then ended; :

« the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the European
Union;

» the Parent Company financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union in accordance with the provisions of the Companies Act 2006; and

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

Basis for opinion '
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report below. We are independent of the Group and Parent Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and
we have fulfilled our other ethical responsibilities in accordance with these requirements.

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

The impact of macro-economic uncertainties on our audit

Our audit of the financial statements requires us to obtain an understanding of all relevant uncertainties, including those
arising as a consequence of the effects of macro-economic uncertainties such as Covid-19 and Brexit. All audits assess and
challenge the reasonableness of estimates made by the Directors and the related disclosures and the appropriateness of the
going concern basis of preparation of the financial statements. All of these depend on assessments of the future economic
environment and the Group's future prospects and performance.

Covid-19 and Brexit are amongst the most significant economic events currently faced by the UK, and at the date of this
report their effects are subject to unprecedented levels of uncertainty, with the full range of possible outcomes and their
impacts unknown. We applied a standardised firm-wide approach in response to these uncertainties when assessing the
Group's future prospects and performance. However, no audit should be expected to predict the unknowable factors or all
possible future implications for a Group's associated with these particular events.

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

« the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

« the Directors have not disclosed in the financial statements any identified material uncertainties that may cast significant
doubt about the Group’s or the Parent Company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

In our evaluation of the Directors’ conclusions, we considered the risks associated with the Group’s business, including

effects arising from Brexit, and analysed how those risks might affect the Group’s financial resources or ability to continue
" operations over the period of at least twelve months from the date when the financial statements are authorised for issue. In

accordance with the above, we have nothing to report in these respects. ’

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are

inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a material
uncertainty in this auditor's report is not a guarantee that the Group will continue in operation.
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Independent Auditor's Report to the Members of Technetix Group Limited (continued)

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

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

+ the information given in the Strategic Report and Directors' Report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

- the Strategic Report and Directors' Report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception
In the light of our knowledge and understanding of the Group and the Parent Company and its environment obtained in the
course of the audit, we have not identified material misstatements in the Strategic Report and the Directors' Report.

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

» adequate accounting records have not been kept by the parent Company, or returns adequate for our audit have not been
received from branches not visited by us; or

+ the Parent Company financial statements are not in agreement with the accounting records and returns; or
.+ certain disclosures of Directors’ remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in the Statement of Directors' Responsibilities set out on page 15, the Directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal
control as the Directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

Auditor’s responsibilities for the audit of the financial statements

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

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

Page 17



DocuSign Envelope ID: B998BF17-AA36-48E7-8E26-F621F3911C12

Independent Auditor's Report to the Members of Technetix Group Limited (continued)

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. Owing to
the inherent limitations of an audit, there is an unavoidable risk that material misstatements in the financial statements may
not be detected, even though the audit is properly planned and performed in accordance with the ISAs (UK).

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below:

« The Group and Parent Company is subject to many laws and regulations where the consequences of non-compliance could
have a material effect on amounts or disclosures in the financial statements. We identified the following laws and regulations
as the most likely to have a material effect if non-compliance were to occur; financial reporting legislation, distributable
profits legislation, tax legislation, anti-bribery legislation and employment law.

* We communicated relevant laws and regulations and potential fraud risks to all engagement team members and remained
alert to any indications of fraud or non-compliance with laws and regulations throughout the audit.

» We understood how the Group and Parent Company is complying with those legal and regulatory frameworks by making
enquiries of management and those responsible for legal and compliance procedures. We corroborated our enquiries through
our review of board minutes and correspondence received from regulatory bodies.

» We assessed the susceptibility of the Group and Parent Company’s financial statements to material misstatement, including
how fraud might occur, by making enquires of management and those charged with governance. We utilised internal and
external information to corroborate these enquiries and to perform a fraud risk assessment for the Group and Parent
Company as a whole. We considered the risk of fraud to be higher through the potential for management override of
controls. :

« Audit procedures performed by the engagement team included:

— evaluation of the programmes and controls established to address the risks related to irregularities and fraud;

— testing manual journal entries, in particular journal entries relating to management estimates and entries determined to be
large or relating to unusual transactions; and

— identifying and testing related party transactions

» Assessment of the appropriateness of the collective competence and capabilities of the engagement team included
consideration of the engagement team's:

— understanding of, and practical experience with audit engagements of a similar nature and complexity through appropriate
training and participation

— knowledge of the industry in which the client operates

— understanding of the legal and regulatory requirements specific to the Group and Parent Company

We did not identify any matters relating to non-compliance with laws and regulation or relating to fraud.

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. .

Jonathan Maile BSc(Hons) FCA (Senior Statutory Auditor)
For and on behalf of Grant Thornton UK LLP, Statutory Auditor

2nd Floor, St Johns House
Haslett Avenue West

Crawley
RHI10 IHS

5 March 2021
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Technetix Group Limited

Consolidated Income Statement for the Year Ended 31 December 2020

31 December 31 December
2020 2020
Before Exceptional
Exceptional Items 31 December 31 December
Items (Note 6) 2020 2019
Note £000 £000 £ 000 £000
Revenue 5 81,430 - 81,430 100,011
Cost of sales . (64,745) - (64,745) (82,641)
Gross profit 16,685 - 16,685 17,370
Administrative expenses (16,504) 307 (16,197) (19,495)
Operating profit 6 181 307 488 (2,125)
Finance costs 8 (1,244) - (1,244) (748)
(Loss)/profit before tax (1,063) 307 (756) (2,873)
Income tax expense 11 (289) - (289) (68)
(Loss) for the year (1,352) 307 (1,045) (2,941)
(Loss) attributable to:
Owners of the Company (1,352) 307 (1,045) (2,941)

The above results were derived from continuing operations.

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

Consolidated Statement of Comprehensive Income for the Year Ended 31 December

2020
31 December 31 December

2020 2019

£000 £000
Loss for the year (1,045) (2,941)
Items that may be reclassified subsequently to profit or loss
Foreign currency translation gain/(losses) 1,103 41)
Total comprehensive income for the year 58 (2,982)
Total comprehensive income attributable to:
Owners of the.Company 58 (2,982)

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

(Registration number: 05303822)
Consolidated Statement of Financial Position as at 31 December 2020

31 December 31 December
2020 2019
Note £000 £000
Assets
Non-current assets
Property, plant and equipment 12 829 865
Right of use assets 13 4,241 4,605
Intangible assets 14 21,925 17,316
: : 26,995 : 22,786
Current assets .
Inventories 17 : 11,724 14,903
Trade and other receivables 18 8,658 9,449
Income tax asset 11 234
Cash and cash equivalents 19 17,720 13,360
38,113 37,946
Total assets 65,108 60,732
Equity and liabilities
Equity
Share capital ’ _ 25 O N
_Share premium ) (6,637) (6,637)
Foreign currency translation reserve (2,508) (1,423)
Other reserves (196) . (325)
Retained earnings (11,496) (12,944)
Equity attributable to owners of the Company ' (20,844) (21,336)
Non-current liabilities
Deferred tax liabilities 11 (235) (310)
Loans and borrowings 21 (6,097) -
Provisions ' 22 (15) (13)
Long term lease liabilities . 23 (4,041) (4,193)
(10,388) (4,516)
Current liabilities
Trade and other payables 20 (31,798) (31,655)
Loans and borrowings 21 - (924)
Deferred income (204) (581)
Provisions . 22 (527) (381)
Current portion of long term lease liabilities 23 (751) (710)
Other current financial liabilities 24 (596) (629)
(33,876) (34,880)
Total liabilities ‘ (44,264) (39,396)
Total equity and liabilities (65,108) (60,732)

Approved by the Board on 5 March 2021 and signed on its behalf by:

PARILL

Mr P A Broadhurst
Director

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

(Registration number: 05303822)
Statement of Financial Position as at 31 December 2020

31 December 31 December
2020 2019
Note £000 £ 000
Assets
Non-current assets
Investments in subsidiaries 15 11,549 11,547
Deferred tax assets 11 28 35
11,577 11,582
Current assets
Trade and other receivables 18 11,570 6,626
Cash and cash equivalents 19 75 146
11,645 . 6,772

Total assets ) . 23,222 18,354
Equity and liabilities
Equity
Share capital ) 25 Q) )
Share premium (6,637) (6,637)
Other reserves (196) (325)
Retained earnings (10,239) (10,461)
Total equity : (17,079) (17,430)
Non-current liabilities
Loans and borrowings ‘ 21 (6,097) -
Current liabilities
Trade and other payables 20 (46) -
Loans and borrowings 21 - (924)

(46) (924)
Total liabilities ' (6,143) (924)
Total equity and liabilities (23,222) (18,354)

The profit/(loss) for the financial year of the Parent Company was £7k (2019: £(30)k)

Approved by the Board on 5 March 2021 and signed on its behalf by:

DN e
PAR L
i\'/'f,: pABmadhurst ..........

Director

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

Consolidated Statement of Changes in Equity for the Year Ended 31 December 2020

Foreign
currency Retained

Share capital Share premium translation Other reserves earnings Total equity

£000 £000 £000 £000 £000 £000

At 1 January 2020 7 6,637 1,423 325 12,944 21,336
Loss for the year - - - - (1,045) (1,045)

Other comprehensive income - - 1,103 - - 1,103

Total comprehensive income - - 1,103 - (1,045) 58
Dividends - - - - ' (421) (421)
Reclassification of reserves - - (18) - 18 -
Share based payment transactions - - - (129) - (129)
At 31 December 2020 7 6,637 2,508 196 11,496 20,844

Foreign
currency Retained

Share capital Share premium translation Other reserves earnings Total equity

£000 £000 £000 £000 £000 £000

At 1 January 2019 7 6,637 1,464 143 16,040 24,291
Loss for the year - - - - (2,941) (2,941)
Other comprehensive income - - {41) - - (41)
Total comprehensive income - - 1) - (2,941) (2,982)

Reclassification of reserves - : - - 155 (155) -

Share based payment transactions - - - 27 - 27

At 31 December 2019 7 6,637 1,423 325 12,944 21,336

The notes on pages 27 to 57 form an integral part of these financial statements.
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At 1 January 2020
Profit for the year

Total comprehensive income
Dividends
Share based payment transactions

At 31 December 2020

At 1 January 2019
Loss for the year

Total comprehensive income
Reclassification of reserves
Share based payment transactions

At 31 December 2019

Technetix Group Limited

Statement of Changes in Equity for the Year Ended 31 December 2020

Retained
Share capital Share premium Other reserves earnings Total
£000 £000 £000 £000 £ 000
7 6,637 325 10,461 17,430
- - - 7 7
- - - 7 7
- - - (229) (229)
- - (129) - (129)
7 6,637 196 10,239 17,079
Retained
Share capital Share premium Other reserves earnings Total
£000 £000 £000 £000 £000
7 . 6,637 143 10,646 17,433
. - - 30 (39
- - - (30) (30)
- - 155 (155) -
- - 27 - 27
7 6,637 325 10,461 17,430

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

Consolidated Statement of Cash Flows for the Year Ended 31 December 2020

Note
Cash flows from operating activities
Loss for the year
Adjustments to cash flows from non-cash items
Depreciation and amortisation 6
Depreciation on right of use assets ) 6
Impairment of intangible assets 14
Profit on disposal of property plant and equipment 6
Fair value gains on contingent consideration
Financial instrument net (gain)/loss 6
Unrealised Foreign Exchange
Finance costs 8
Share based payment transactions 9
Income tax expense 11
Decrease in inventories 17
Decrease in trade and other receivables . 18
(Decrease) in trade and other payables 20
Increase in provisions 22
(Decrease)/increase in deferred income
Cash generated from operations
Income taxes paid
Net cash flow from operating activities
Cash flows from investing activities
Acquisitions of property plant and equipment 12
Proceeds from sale of property plant and equipment
Acquisition of intangible assets 14
Purchase of assets through business combinations
Payments made on leased assets during the year
Net cash flows from investing activities
Cash flows from financing activities
Interest paid 8
Interest expense on leases 8

Proceeds from bank borrowing draw downs
Repayment of bank borrowing
Dividends paid

Net cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January

Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at 31 December

31 December

31 December

2020 2019
£ 000 £000
(1,045) (2,941)
3,745 3,223

709 825
285 -
- Q)
(1,146) -
(32) - 1,338
1,103 @n
1,244 748
(129) 27
289 68
5,023 3,240
3,179 992
791 3,549
143 (1,321)
146 181
(377) 581
8,905 7,222
(74) (382)
8,831 6,840
(388) (427)
- 19
(2,862) (3,204)
(3,876) -
(139) (666)
(7,865) (4,278)
(996) (472)
(248) (276)
6,010 -
(948) (1,562)
(@21) -
3,397 (2,310)
4,363 252
13,360 13,123
3 (15
17,720 13,360

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

Statement of Cash Flows for the Year Ended 31 December 2020

31 December 31 December

: 2020 2019
Note £000 - £000
Cash flows from operating activities '
Profit/(loss) for the year 7 (30)
Adjustments to cash flows from non-cash items
Loss on disposal of subsidiaries 19 -
Foreign exchange loss/(gain) 112 (75)
Share based payment transactions (129) 27
Income tax expense 6 7
Finance costs . 163 71
178 -
(Increase)/decrease in trade and other receivables ' 18 (4,944) 1,732
Increase in trade and other payables 20 46 -
Net cash flow from operating activities (4,720) 1,732
Cash flows from investing activities
Acquisition of subsidiaries . @n -
Dividend income : 192 -
Net cash flows from investing activities 171 -
Cash flows from financing activities
Interest paid . (163) (71)
Proceeds from bank borrowing draw downs . 6,010 -
Repayment of bank borrowing (948) o (1,562)
Dividends paid . (421) -
Net cash flows used in financing activities 4,478 (1,633)
Net (decrease)/increase in ;zash and cash equivalents a1 99
Cash and cash equivalents at | January . 146 47
Cash and cash equivalents at 31 December - 75 146

The notes on pages 27 to 57 form an integral part of these financial statements.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020

1  General information
The Company is a private company limited by share capital, incorporated and domiciled in United Kingdom.

The address of its registered office is: [nnovation House, Technetix Business Park, Muddleswood Road, Albourne,
Hassocks, West Sussex, BN6 9EB, United Kingdom.

These financial statements were authorised for issue by the Board on 5 March 2021.

2 Accounting policies

Statement of compliance
The group financial statements have been prepared in accordance with International Financial Reporting Standards and its
interpretations adopted by the EU (‘adopted IFRS's").

Basis of preparation

These financial statements have been prepared in accordance with EU endorsed International Financial Reporting Standards
(IFRS), IFRIC interpretations and the Companies Act 2006 applicable to companies reporting under IFRS. The financial
statements have been prepared under the historical cost convention, as modified by the revaluation of derivative financial
instruments at fair value through profit and loss.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Group's accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions or estimates are significant to the
financial statements are disclosed in note 3.

A separate income statement for the Company has not been presented as permitted by s408 of the Compariies Act 2006.

Basis of consolidation
The Group financial statements consolidate the financial statements of the Company and its subsidiary undertakings drawn
up to 31 December 2020. '

On acquisition of a subsidiary, the purchase method of accounting is applied. All the subsidiary’s assets and liabilities that
exist at the date of acquisition are recorded at their fair values reflecting their condition at that date. All changes to those
assets and liabilities, and the resulting gains and losses that arise after the Group has gained control of the subsidiary are
charged to the post acquisition income statement. All intra-Group transactions are eliminated on consolidation.

Summary of significant accounting policies and key accounting estimates
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

Changes in accounting policy

New standards, interpretations and amendments not yet effective
The following newly issued but not yet effective standards, interpretations and amendments, which have not been applied in
these financial statements, will or may have an effect on the Company financial statements in future:

IFRS 10 and IAS 28
Sale or contribution of assets between an investor and its associate or joint venture (effective date not set).

IFRS 17
Insurance contracts (effective 1 January 2021).

None of the other standards, interpretations and amendments which are effective for periods beginning after 1 January 2020
and which have not been adopted early, are expected to have a material effect on the financial statements.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Going concern

The Group’s business activities, together with the factors likely to affect its future development, performance and position
are set out in the Strategic Report. The Group has access to a broad range of expertise within the business and as a
consequence believes that it is well placed to manage its risks successfully.

The COVID-19 pandemic developed rapidly in 2020, and measures taken to contain the virus have significantly affected
economic activity globally. As a result of this, the Group undertook reverse stress testing on its forecasts by applying
downside assumptions to establish a plausible but severe scenario. Within the most plausible but severe downside model,
assuming no revenue growth in 2021, the Group is forecast to be profitable and there is adequate headroom in all the Group's
banking covenants.

Having assessed current trading; the strength of customer and supplier relationships; the current order book and the banking
facilities available to the Group, the Directors have a reasonable expectation that the Company and the Group have adequate
resources to continue in operational existence for at least 12 months from the date of signing these financial statements. Thus
they continue to adopt the going concern basis of accounting in preparing the annual financial statements.

Goodwill

Goodwill on acquisitions comprises the excess of the fair value of the consideration (plus any associated costs for
investments in subsidiary undertakings) over the fair value of the net identifiable assets acquired. Adjustments are made to
fair values to bring the accounting policies of acquired businesses into alignment with those of the Group. The costs of
integrating and reorganising acquired businesses are charged to the post acquisition income statement.

Goodwill is carried at cost less accumulated impairment losses. Goodwill is tested for impairment annually. Goodwill is
allocated to cash-generating units for the purpose of this impairment testing. The allocation is made to those cash-generating
units, or groups of cash-generating units that are expected to benefit from the business combination in which the goodwill
arose.

Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold.

Business combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred, which is measured at acquisition date fair value, and the amount of any
non-controlling interests in the acquiree. For each business combination, the Group elects whether to measure the
non-controlling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Acquisition-related costs are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition
date. This includes the separation of embedded derivatives in host contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IFRS 9
Financial Instruments: Recognition and Measurement, is measured at fair value with the changes in fair value recognised in
the statement of profit or loss.

Property, plant and equipment R
All property, plant and equipment assets are stated at cost less accumulated depreciation. The cost includes the original
purchase price and any costs to bring the asset to its working condition.

Depreciation
Depreciation of property, plant and equipment is provided to write off the cost, less residual value, over the estimated useful
life at the following rates:

Asset class Depreciation method and rate
Leasehold Improvements Straight line over period of lease
Plant and Machinery Straight line over 3 - 7 years
Fixtures and Fittings Straight line over 3 - 7 years
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Intangible assets
Intangible assets acquired separately are stated at cost less accumulated amortisation. Internally generated intangible assets,
excluding capitalised development costs, are not capitalised and expenditure is recognised when it occurs.

Research expenditure is recognised in the income statement in the period in which it is incurred.

Development expenditure is recognised in the income statement in the period in which it is incurred unless it is probable that
economic benefits will flow to the Group from the asset being developed, the cost of the asset can be reliably measured and
technical feasibility can be demonstrated. Capitalisation ceases when the asset being developed is ready for use. Research
and development costs include direct labour, contractors’ charges, materials and directly attributable overheads.

Patents have been granted for a period of up to 20 years by the relevant government agency. Notwithstanding, the Group has
lowered the estimated useful life for these patents due to the risk of obsolescence.

Intangible assets classified as customer relationships are recognised when acquired as part of a business combination and are
initially measured at fair value.

Amortisation
Amortisation is provided on intangible assets so as to write off the cost, less any estimated residual value, over their expected
useful economic life as follows:

Asset class . Amortisation method and rate
Development Costs - : Straight line over 3 - 5 years
Computer Software Straight line over 3 - 5 years
Patents and Trade Names Straight line over 3 - 10 years
Customer Relationships Straight line over 5 - 15 years

Foreign currency transactions and balances
The Group and Company financial statements are reported in GBP.

In preparing the Company financial statements, transactions in foreign currencies are recorded at the rates prevailing at the
dates of the transactions. At each statement of financial position date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at the statement of financial position date. Non-monetary items carried at fair-value that
are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

For presenting consolidated Financial Statements, the assets and liabilities of the Group’s foreign operations are expressed in
GBP using exchange rates prevailing at the statement of financial position date. Income and expense items are translated at
the average exchange rates for the period, unless exchange rates fluctuated significantly for that period, in which case the
exchange rates at the dates of the transactions are used. Exchange differences arising, if any, are classified in equity and
recognised in the Group’s foreign currency translation reserve. Such exchange differences are recognised in the income
statement in the period in which the foreign operation is disposed of.

Investments
Investments in securities are classified on initial recognition as available-for-sale and are carried at fair value, except where

their fair value cannot be measured reliably, in which case they are carried at cost, less any impairment.

Unrealised holding gains and losses other than impairments are recognised in other comprehensive income. On maturity or
disposal, net gains and losses previously deferred in accumulated other comprehensive income are recognised in income.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Trade payables
Trade payables are initially stated at fair value and subsequently at their amortised cost. They are recognised on the trade
date of the related transactions.

Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment of trade receivables is established when there is
objective evidence that the Group will not be able to collect all amounts due according to the original terms of the
receivables. i '

When a trade receivable is not collectible, it is written off against the allowance account for trade receivables. Subsequent
recoveries of amounts previously written off are credited against administrative expenses in the income statement. .

Inventories

Inventories are valued at the lower of cost and net realisable value on a first-in-first-out basis-after making due allowance for
obsolete and slow moving inventories. Cost comprises purchase cost of goods, costs of conversion and other costs in
bringing the inventories to their present location and condition.

Cash and cash equivalents
For the purposes of the cash flow statement and the statement of financial position, cash and cash equivalents are defined as
short term cash deposits (where the deposit is less than three months from inception).

Funds are held in Sterling, Euros, USD and Polish Zloty accounts to enable the Group to trade and settle its debts in the local
currency in which they occur and to mitigate the Group's exposure to short-term foreign exchange fluctuations. All cash is
held in floating rate accounts. i

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
rate basis.

The arrangement fees of borrowing are capitalised and subsequently amortised over the period of the borrowings.

Revenue recognition
Recognition

The Group earns revenue from the sale of proprietary mission critical network technology to major broadband, cable, fibre
and telecommunications operators worldwide. This revenue is recognised at a point in time in the accounting period when
control of the product has been transferred, at an amount that reflects the consideration to which the Group expects to be
entitled in exchange for fulfilling its performance obligations to customers.

Customer incentives

On certain contracts, incentives to contract price are offered. These mainly comprise of sales discount awarded to customers
based on the volume of items sold. Management estimate the most likely outcome based on order levels and revenue is
adjusted accordingly.

Contract assets and receivables

Where goods are transferred to the customer before the customer pays, or before payment is due, trade receivables are
recognised in the statement of financial position and represent the right to consideration for products delivered.

Trade receivables are classified as current or non- current based on the Group's normal operating cycle and are assessed for
impairment at each reporting date.

Contract liabilities

Contract liabilities are recognised in such instances where the Group has received consideration but still has an obligation to
deliver the products. Deferred income is recognised in the statement of financial position to reflect this arrangement.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Exceptional items

Exceptional items are items which, in the view of the Directors, are significant in size or nature to warrant separate
presentation on the face of the income statement. Where an items has been identified as exceptional due to a past event, any
future impact will also be disclosed as exceptional to ensure a consistency of presentation.

Tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except that a change
attributable to an item of income or expense recognised as other comprehensive income is also recognised directly in other
comprehensive income.

Corporation tax is provided on taxable profits at the current tax rate. Taxable profit differs from profit as reported in the
consolidated 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 Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the Statement of Financial Position date.

Deferred income tax is recognised, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the consolidated financial statements. However, the deferred income tax is
not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business combination
that at the time of the transaction affects neither accounting or taxable profit or loss. Deferred income tax is determined using
tax rates (and laws) that have been enacted or substantively enacted by the Statement of Financial Position date and are
expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available against
which the temporary differences can be utitised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and associates, except
where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future. )

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes assets and liabilities relate to income taxes levied by the
same taxation authority on either the taxable entity or different taxable entities where there is an intention to settle the
balances on a net basis.

Provisions )
Provisions are recognised in the statement of financial position when there is a present legal or constructive obligation
because of a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds. Where any Group Company purchases the Company's equity
share capital (treasury shares), the consideration paid, including any directly attributable incremental costs (net of income
taxes) is deducted from equity attributable to the Company's equity holders until the shares are cancelled or reissued. Where
such shares are subsequently reissued, any consideration received, net of any directly attributable incremental transaction
costs and related income tax effects and are included in equity attributable to the Company's equity holders.

Dividends
Dividend distributions to the Group's shareholders are recognised as a liability in the financial statements in the period in
which the dividends are approved by the Group's shareholders.

Defined contribution pension obligation

A defined contribution plan is a pension plan under which fixed contributions are paid into a separate entity and 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.

For defined contribution plans contributions are paid publicly or privately administered pension insurance plans on a

mandatory or contractual basis. The contributions are recognised as employee benefit expense when they are due. If
contribution payments exceed the contribution due for service, the excess is recognised as an asset.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Share based payments .

The Group operates an equity-settled, share-based compensation plan. The fair value of the employee services received in
exchange for the grant of the options is recognised as an expense. The total amount to be expensed over the vesting period is
determined by reference to the fair value of the options granted. Non- market vesting conditions are included in assumptions
about the number of options that are expected to vest. At each Statement of Financial Position date, the entity revises its
estimate of the number of options that are expected to vest. [t recognises the impact of the revision to original estimates, if
any, in the income statement, with a corresponding adjustment to equity. The proceeds received net of any directly
attributable transaction costs are credited to share capital (nominal value) and share premium when the options are exercised.

Warrants

The parent Company (Technetix Group Limited) has a Warrant Agreement with a single customer in which they may
purchase ordinary shares in Technetix Group Limited. The warrants will vest in tranches based on the level of purchases by
the customer over an agreed period, whilst the total number of warrants available is capped. The warrants are initially
recognised under IFRS 15, whereby the estimated fair value of the warrants is recorded as a reduction to net sales in the
subsidiary companies in which the sales have occurred, based on the projected number of warrants to vest when achievement
of the related performance criteria is considered probable in any period. The warrants are recognised as a financial liability
within the balance sheet and subsequent changes to the fair market value of the warrants which have vested are recognised
under IFRS 9 at each balance sheet date and are recorded within finance income or expense. The fair value of the warrants is
determined using the Black-Scholes option pricing model. The assumptions utilised in the Black-Scholes model include the
risk-free interest rate, expected volatility, and expected life. .

Leases

Initial recognition and measurement
The Group initially recognises a lease liability for the obligation to make lease payments and a right-of-use asset for the right
to use the underlying asset for the lease term.

The lease liability is measured at the present value of the lease payments to be made over the lease term. The lease payments
include fixed payments, purchase options at exercise price (where payment is reasonably certain), expected amount of
residual value guararitees, termination option penalties (where payment is considered reasonably certain) and variable lease
payments that depend on an index or rate. ‘

The right-of-use asset is initially measured at the amount of the lease liability, adjusted for lease prepayments, lease
incentives received, the Group’s initial direct costs and an estimate of restoration, removal and dismantling costs.

Subsequent measurement

After the commencement date, the Group measures the lease liability by:

(a) Increasing the carrying amount to reflect interest on the lease liability;

(b) Reducing the carrying amount to reflect the lease payments made; and

(c) Re-measuring the carrying amount to reflect any reassessment or lease modifications or to reflect revised in substance
fixed lease payments or on the occurrence of other specific events.

Interest on the lease liability in each period during the lease term is the amount that produces a constant periodic rate of
interest on the remaining balance of the lease liability. Interest charges are included in finance cost in the income statement.

The related right-of-use asset is accounted for using the Cost model in IAS 16 and depreciated and charged in accordance
with the depreciation requirements of IAS 16 Property, Plant and Equipment as disclosed in the accounting policy for
Property, Plant and Equipment. Adjustments are made to the carrying value of the right of use asset where the lease liability
is re-measured in accordance with the above.

Right of use assets are tested for impairment in accordance with IAS 36 Impairment of assets as disclosed in the accounting
policy in impairment.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Short term and low value leases
The Group has made an accounting policy election, by class of underlying asset, not to recognise lease assets and lease
liabilities for leases with a lease term of 12 months or less (i.e., short-term leases).

The Group has made an accounting policy election on a lease-by-lease basis, not to recognise lease assets on leases for
which the underlying asset is of low value.

Lease payments on short term and low value leases are accounted for on a straight line bases over the term of the lease or
other systematic basis if considered more appropriate. Short term and low value lease payments are included in operating
expenses in the income statements.

Financial instruments

Initial recognition

Financial assets and financial liabilities comprise all assets and liabilities reflected in the statement of financial position,
although excluding tangible assets, investment properties, intangible assets, deferred tax assets, prepayments, deferred tax
liabilities and employee benefits plan.

The Group recognises financial assets and financial liabilities in the statement of financial position when, and only when, the
Group becomes party to the contractual provisions of the financial instrument. These instruments are initially recognised at
fair value.

Classification and measurement
The classification and the basis for measurement are subject to the Group's business model for managing the financial assets
and the contractual cash flow characteristics of the financial assets, as detailed below:-

Financial assets at fair value through the profit or loss (FVTPL)
Financial assets not otherwise classified above are classified and measured as FVTPL.

Financial liabilities at amortised cost
Loans and payables, held-to-maturity investments, and non-derivative financial liabilities are measured at amortised cost
using the effective interest method.

The effective interest rate is the rate that discounts estimated future cash payments through the expected life of the
instrument to the net carrying amount of the financial liability. If expected:life cannot be determined reliably, then the
contractual life is used.

Financial liabilities at fair value through the profit or loss
" Financial liabilities not measured at amortised cost are classified and measured at FVTPL. This classification includes
derivative liabilities.

Derecognition

Financial assets

The Group derecognises a financial asset when;

- the contractual rights to the cash flows from the financial asset expire,

- it transfers the right to receive the contractual cash flows in a transaction in which substantially all of the risks and rewards
of ownership of the financial asset are transferred; or

- the Group neither transfers nor retains substantially all of the risks and rewards of ownership and it does not retain control
of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset and the sum of the
consideration received is recognised as a gain or loss in the profit or loss.

Financial liabilities

The Group derecognises a financial liability when its contractual obligations are discharged, cancelled, or expire.
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Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

2 Accounting policies (continued)

Modification of financial assets and financial liabilities

Financial assets

If the terms of a financial asset are modified, the Group evaluates whether the cash flows of the modified asset are
substantially different. If the cash flows are substantially different, then the contractual rights to the cash flows from the
original financial asset are deemed to expire. In this case the original financial asset is derecognised and a new financial asset
is recognised at either amortised cost or fair value.

If the cash flows are not substantially different, then the modification does not result in derecognition of the financial asset.
In this case, the Group recalculates the gross carrying amount of the financial asset and recognises the amount arising from
adjusting the gross carrying amount as a modification gain or loss in the statement of income.

Financial liabilities

To be treated in the same way as a modification to financial assets, based on expected cash flow changes.

- Impairment of financial assets
Measurement of Expected Credit Losses

The Group recognises loss allonces for expected credit losses (ECL) on financial instruments that are not
measured at FVTPL, namely:

- Financial assets that are debt instruments
- Accounts and other receivables; and
- Loan commitments issued.

The Group has opted to apply the simplified approach, which requires expected lifetime losses to be recognised from initial
recognition of the financial instruments.

To measure the ECL, trade receivables have been grouped based on the days past due. The cash risk to the Group has been

- assessed as being debts less than 60 days old, as this is the standard credit term provided to customers. Inter-company debts
are excluded in the measurement, as they are deemed to be always recoverable. Debts more than 60 days continue to follow
the Group's bad debt provision policy.

The expected loss rates are based on the payment profiles of sales over a period of 5 years and the corresponding historical
credit losses experienced within this period. The historical loss rates are adjusted to reflect current and forward-looking
information on macroeconomic factors affecting the ability of the customers to settle the receivables.

If material the provisions for credit-impairment are recognised in the statement of comprehensive income and are reflected in
accumulated provision balances against each relevant financial instruments balance.

Derivative financial instruments
The Group holds derivative financial instruments in relation to foreign currency forward contracts.

Derivative financial instruments are recognised in the Statement of Financial Position at fair value. Fair values are derived
from prevailing market prices.

Derivative financial instruments with positive fair values (unrealised gains) are included as assets and derivative financial
instruments with negative fair values (unrealised losses) are included as liabilities.

Accounting estimates and assumptions
The preparation of the financial statements requires management to make estimates and assumptions that affect the reported
amounts of certain financial assets, liabilities, income and expenses.

The accounting estimates resulting from these judgements and assumptions seldom equal the actual results but are based on
historical experiences and future expectations.

Provisions for impairment

In determining impairment of financial assets, judgement is required in the estimation of the amount and timing of future
cash flows as well as an assessment of whether the credit risk on the financial asset has increased significantly since initial
recognition and incorporation of forward-looking information in the measurement of ECL.
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2 Accounting policies (continued)

Fair value of financial assets and liabilities

Where the fair value of financial assets and liabilities cannot be derived from active markets, they are determined using a
variety of valuation techniques that include the use of mathematical models. The input to these models is derived from
observable markets where available, but where this is not feasible, a degree of judgement is required in determining
assumptions used in the models. Changes in assumptions used in the models could affect the reported fair value of financial
assets and liabilities.

3 Critical accounting judgements and key sources of estimation uncertainty

In applying the Group's accounting policies the Directors are required to make judgements that have a significant impact on
the amounts recognised and to make 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 different 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 revision
and future periods if the revision affects both current and future periods.

Critical accounting judgements
The Directors do not believe there are any critical accounting judgements relevant to these financial statements.

Key sources of estimation uncertainty
The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying value amount of
assets and liabilities within the next financial period are discussed below.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash generating units to which
goodwill has been allocated. The 'value in use' calculation requires the Group to estimate the future cash flows expected to
arise from the cash generating unit and a suitable discount rate in order to calculate present value.

There are several assumptions and estimates involved in calculating the present value of future cashflows from the Group's
cash generating units, including:

- management's expectations of growth in future revenue;

- changes in operating margins;

- uncertainty of future technological developments;

- long-term growth rates; and

- the selection of discount rates to reflect the risks involved

The value in use has been calculated using the discounted cash flow analysis for each cash generating unit based on financial
forecasts. The key assumptions applied included a 1% growth rate beyond the forecast period (2019: 3%) and a 7% discount
rate (2019: 7%). The discount rate has considered the combined cost of capital at the required rates of the return for debt and
equity holders. The discount rate used within the calculation could increase to 9% and the cashflow growth rate could
decrease to 0% without causing the outcome of the calculation to change. On this basis no impairment is required. No
impairment would result from any foreseeable changes in these forecasts and assumptions.

The 1% growth rate applied to the Group’s impairment analysis is a reduction on prior years (3%) to take into account the
uncertainty created by the COVID-19 pandemic globally. Although this is the more plausible but severe assumption for
future growth, the Group still has ample headroom before impairment is required.

In 2020, these estimates have been applied and the Group has decided to impair the goodwill acquired on the Telewire
acquisition in 2015 (£285k).

Recoverability of internally developed intangible assets

Capitalisation of development costs requires the exercise of management judgement in determining whether it is probable
that the future economic benefits to the Group arising will exceed the amount capitalised. This requires management to
estimate anticipated revenues and profits from the related products to which development costs relate.
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3 Critical accounting judgements and key sources of estimation uncertainty (continued)

Inventory provision

The provision for slow moving inventory is based on management's estimation of the commercial life and shelf life of
inventory lines. In assessing this, management takes into consideration the sales history of products (including the length of
time that they have been available for resale) as well as the use of products in the production process.

Fair value adjustments for business comblnatlons

In accordance with IFRS 3, ‘Business Combinations’, the Group remeasures the assets, liabilities and contingent liabilities
acquired through a business combination to fair valueA Similarly, consideration including contingent consideration are also
measured at fair value. Where possible, fair value adjustments are based on external appraisals or valuation models, e.g. for
contingent consideration and intangible assets which were not recognised by the acquiree. All of these valuation methods
rely on various management assumptions such as estimated future cash flows, royalty rate and remaining useful economic
life.

In 2020, these estimates have been apphed to the acquisition of the assets of ECAD GmbH, details of which are disclosed in
note 16.

4  Financial risk review

Group
This note presents information about the Group’s exposure to financial risks and the Group’s management of capital.

Market risk
The Group's definition of market risk is the risk of losses arising from movements in market prices such as currency and
interest rates. The Group manage this by the following methods:

i) Translation risk - the Group has certain investments in foreign operations, whose net assets are exposed to foreign
currency translation risk. This exposure is managed primarily through borrowings in the relevant foreign currencies.

ii) Pricing risk - the Group is exposed to commodity price movements on the key material used in the manufacture of it's
products. These are not directly hedged but the exposure has been reduced by pricing clauses with some key customers.

iii) Foreign exchange risk - the Group is exposed to foreign exchange risk due to the majority of inventory being purchased
in USD and the majority of sales being in GBP and Euro. This risk is managed by hedging a proportion of future USD
purchases and future EUR sales. The Group has also worked with key customers to include currency adjustment clauses on
pricing to give some protection from adverse currency movements.

iv) Interest rate risk - The Group actively monitors its level of secured and unsecured debt and is required to meet banking
covenants on a quarterly basis and report these to its lender. The interest payable on the debt is payable at a floating rate.

Credit risk A

The Group's definition of credit risk is the probable risk of loss resulting from a customer's failure to settle their invoices.
The risk is mitigated by the Group by implementing policies that require credit checks to be carried out on all potential new
customers and those not under contract. Credit limits are also reassessed by the finance department and where appropriate,
the board, regularly.

Overall the credit quality of customers is considered high. The maximum credit risk exposure relating to financial assets is
represented by carrying value as at the statement of financial position date.
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4  Financial risk review (continued)

Liquidity risk
The Group's definition of liquidity risk is the risk that it is unable to meet it's short term financial demands.
The Group manage this by preparing detailed cash flow forecasts regularly which are reviewed by management to ensure

that cash flow is actively managed around the Group. The Group also prepares working capital reports to monitor cash,
inventory, receivables and payables levels.

Maturity analysis for financial liabilities

Carrying Between 1-5
2020 amount Less than 1 year years
Non-derivative liabilities £000 £000 £000
Bank borrowings 6,097 - 6,097
Trade and other payables . 30,983 30,983 -
Contingent consideration 9 9 -
Warrants 806 806 -

Carrying Between 1-5
2019 amount Less than 1 year years
Non-derivative liabilities £ 000 £ 000 £000
Bank borrowings 924 924 -
Trade and other payables 30,994 30,994 -
Warrants 661 661 -

Capital risk management

Capital components
The Group regards capital as the combination of cash, debt and equity used to fund the operations of the business. The
current capital structure includes issued shares, fixed term loans, asset finance contracts, bank overdrafts and cash at bank.

Capital management

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

In order to maintain or adjust the capital stiucture, the Group may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares or sell assets to reduce debt.

The Group actively monitors its level of debt and interest rates it is paying and seeks to be able to limit any adverse financial

impact. The Group uses limited derivative financial instruments to manage interest rate costs and as such no hedge
accounting is applied. The Group does not have specific targets for gearing.
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S Revenue

The analysis of the Group's revenue for the year from continuing operations is as follows:

Sale of goods

31 December
2020

£000

81,430

31 December
2019

£000

100,011

This revenue is recognised at a point in time in the accounting period when control of the product has been transferred.

The analysis of the Group's revenue for the year by market is as follows:

Europe, Including UK
Rest of World

6  Operating profit
Arrived at after charging/(crediting)

Depreciation expense

Depreciation on right of use assets - Property
Depreciation on right of use assets - Vehicles
Amortisation expense :

Research and development expensed

Fair value change on forward foreign exchange contracts
Profit on disposal of property, plant and equipment
Expense on low value leases

Exceptional items
Exceptional costs
Exceptional gains

31 December

31 December

2020 2019
£ 000 £000
71,980 85,533
9,450 14,478
81,430 100,011

31 December

31 December

2020 2019
£000 £000
478 548
654 673
55 152
3,267 2,675
1,358 1,363
32) 1,338
. ™
21 28
952 1,810
(1,259) .

Exceptional costs principally relate to employee restructuring costs, the ECAD GmbH broadband business acquisition
related expenses and a goodwill impairment charge. The Group has decided to impair the goodwill acquired on the Telewire

acquisition in 2015 (£285k).

The business also had an exceptional gain of £1.3m in relation to fair value remeasurement on the ECAD acquisition;
comprising a gain of £1.2m in relation to the remeasurement of contingent consideration and a gain of £0.1m in relation to

inventory step down to fair value.

Costs incurred in 2019 principally related to legal costs in pursuing competitor IP infringement cases

The exceptional items reduced the tax charge for the year by £107k (2019: £357k).
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7  Auditors' remuneration

Audit of these financial statements
Audit of the subsidiaries pursuant to legislation

8 Finance income and costs

Finance costs

Interest on bank overdrafts and borrowings

Other finance costs

Foreign exchange gains/(losses) on bank borrowing
Amortisation of capitalised arrangement fees
Interest expense on leases - Property

Interest expense on leases - Vehicles

Total finance costs

9  Staff costs

The aggregate payroll costs (including Directors' remuneration) were as follows:

Wages and salaries

Social security costs

Pension costs, defined contribution scheme
Share-based payment expenses

31 December

31 December

2020 2019
£000 £ 000
71 64
47 46
118 110

31 December

31 December

2020 2019
£000 £ 000
209 124
644 401
17 (75)
26 2
238 266
10 10
1,244 748

31 December

31 December

2020 2019 -
£000 £000
6,751 6,747

865 876
189 314
(129) 27
7,964

7,676

The average number of persons employed by the Group (including Directors) during the year, analysed by category was as

follows:

Production
Office, management and warehouse
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10 Directors' remuneration
The Directors' remuneration for the year was as follows:
31 December

31 December

2020 2019
£000 £000
Remuneration 1,122 1,121
Contributions to pension funds 41 55
1,163 1,176

During the year the number of Directors who were receiving benefits and share incentives was as follows:

31 December
2020
No.

Contributions towards personal pension schemes 3

31 December
2019

No.

3

In respect of the highest paid Director:
’ 31 December

31 December

2020 2019

£000 £000

Remuneration 524 531
Contributions to pension funds 22 24
546 555

The Board of Directors are considered to represent the key management of the Group.

11 Income tax
Tax charged/(credited) in the income statement
31 December

31 December

2020 2019
£000 £000
Current taxation
Corporation tax - current year 355 204
Corporation tax - prior year ’ : ’ 2) 3
353 207
Deferred taxation
Deferred tax - current year (59) (161)
Deferred tax - prior year ' (5) 22
Total deferred taxation (64) (139)
Tax charged in the income statement 289 68
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11 Income tax (continued)

The tax charge for the year differs to the standard rate of tax in the UK. The differences are reconciled below:

Loss before tax

31 December

31 December

Corporation tax at standard rate of 19% (2019: 19%)
Increase (decrease) in current tax from adjustment for prior periods

Increase (decrease) from effect of expenses not deductible in determining
taxable profit (tax loss)

Increase (decrease) from effect of unrelieved tax losses carried forward
Increase (decrease) from effect of foreign tax rates
Increase (decrease) from effect of adjustment in research development tax credit

Total tax charge

2020 2019
£ 000 £000
(756) (2,873)
(144) (546)
) 25
(389) (263)
623 547
195 305
1 -
289 68

The main UK corporation tax rate is 19% (2019: 19%), and this was set to decrease to 17% from 6 April 2020. However, the
Finance Act 2020, which provided for a continuation in the main rate of corporation tax of 19% effective from 11 March
2020, was substantively enacted on 19 March 2020.

Deferred tax .
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets

against current tax liabilities and when the deferred income taxes relate to the same jurisdiction.

The deferred tax balances have been measured at the tax rates that are expected to apply in the period which they are
realised. ) .

Group

Deferred tax movement during the year:

At

At January  Recognised in 31 December

2020 income 2020

£000 £000 £000

Accelerated tax depreciation 21 1 22
Provisions 203 10 213
Deferred development costs (1,017) - (1,017)
Tax losses carry-forwards 483 64 547
Net tax assets/(liabilities) 310) 75 (235)

There are net £2,177,665 of unused tax losses (2019: £2,117,242) for which no deferred tax asset is recognised in the
statement of financial position.

Company

Deferred tax movement during the year:

At

At1 January  Recognised in 31 December

2020 income 2020

£000 £000 £000

Accelerated tax depreciation 35 @) 28
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12 Property, plant and equipment

Group
Leasehold Plant and Fixtures and
improvements machinery fittings Total
£000 £000 £000 £000

Cost or valuation
At | January 2019 398 5,097 795 6,290
Additions - 412 . 15 427
Disposals 272) (978) (32) (1,282)
Foreign exchange movements (2) (96) 27) (125)
At 31 December 2019 - 124 4,435 751 5,310
At | January 2020 ] 124 4,435 751 5,310
Additions 7 381 - 388
Acquired through business
combinations - 42 ) - 42
Disposals - ©(6) - 6)
Foreign exchange movements 2 95 18 115
At 31 December 2020 133 4,947 769 5,849
Depreciation
At | January 2019 348 4,298 634 5,280
Charge for year 8 475 65 548
Eliminated on disposal (270) (968) (33) (1,271)
Foreign exchange movements (2) (86) (24) (112)
At 31 December 2019 84 3,719 642 4,445
At 1 January 2020 84 3,719 642 4,445
Charge for the year 9 424 45 478
Eliminated on disposal - 6) - 6)
Foreign exchange movements 2 85 16 - 103
At 31 December 2020 95 4,222 703 5,020
Carrying amount
At 31 December 2020 38 725 66 829
At 31 December 2019 40 716 109 865
At 1 January 2019 50 799 161 1,010
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12 Property, plant and equipment (continued)

Company

Plant and

machinery Total

£000 £000

Cost or valuation
At 1 January 2019 89 89
Disposals ‘ ‘ (&) 9
At 31 December 2019 80 80
At 1 January 2020 80 80
At 31 December 2020 ' 80 80
Depreciation .
At 1 January 2019 89 89
Eliminated on disposal 9) 9)
At 31 December 2019 80 80
At | January 2020 ) 80 80
At 31 December 2020 ‘ 80 80

Carrying amount

At 31 December 2020 : - -

At 31 December 2019 - -

At 1 January 2019 : - -

Page 43



DocuSign Envelope ID: B998BF17-AA36-48E7-8E26-F621F3911C12

Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

13 Right of use assets

Group

Property Vehicles Total

£000 £000 £ 000

Cost or valuation
At | January 2019 : 5,735 211 5,946
Additions 259 124 383
Disposals 3) (24) 27
Foreign exchange movements (149) (12) (161)
At 31 December 2019 5,842 299 6,141
At 1 January 2020 5,842 299 6,141
Additions 373 213 586
Disposals ) . - (150) (150)
Impairment 313) - (313)
Foreign exchange movements 99 13 112
At 31 December 2020 6,001 375 6,376
Depreciation
At 1 January 2019 . 684 94 778
Charge for year 673 152 825
Eliminated on disposal 2) 24) (26)
Foreign exchange movements : (34) (@) @y
At 31 Decéember 2019 1,321 215 1,536
At | January 2020 1,321 215 1,536
Charge for the year ) 654 55 709
Eliminated on disposal - . (149) (144)
Foreign exchange movements 23 11 34
At 31 December 2020 1,998 137 2,135
Carrying amount
At 31 December 2020 4,003 238 4,241

At 31 December 2019 4,521 84 4,605
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14 Intangible assets

Group
Development  Patents and Customer Computer

costs trade names relationships Goodwill software Total

£000 £000 £000 £000 £000 £ 000
Cost or valuation
At I‘January 2019 9,014 724 , 73 10,994 2,113 22,918
Additions . 2,834 134 - - 236 3,204
Disposals - - - - (105) (105)
Foreign exchange - ) 2) (41) (12) 7
At 31 December 2019 11,848 856 71 10,953 2,232 25,960
At 1 January 2020 11,848 856 ' 71 10,953 2,232 25,960
Additions 2,590 81 - - 191 2,862
Acquired through
business combinations S 1,108 3,192 688 - 4,988
Disposals (3,459) (98) - (368) - (3,925)
Foreign exchange - 57 169 72 ' 20 318
At 31 December 2020 10,979 2,004 3,432 11,345 2,443 30,203
Amortisation
At 1 January 2019 3,853 461 34 83 1,653 6,084
Charge for year 2,237 . 173 10 - 255 2,675
Eliminated on disposal - - - - (105) (105)
Foreign exchange . 4 (3) (1) - (10) (10)
At 31 December 2019 6,094 631 - 43 83 1,793 8,644
At 1 January 2020 6,094 631 43 83 1,793 8,644
Charge for year 2,519 297 197 - 254 3,267
Eliminated on disposals (3,459) (98) - (368) - (3,925)
Impairment - - - 285 - 285
Foreign exchange - (3) (2) - 12 7
At 31 December 2020 5,154 827 238 - 2,059 8,278
Carrying amount
At 31 December 2020 5,825 1,177 3,194 11,345 384 21,925
At 31 December 2019 5,754 225 28 10,870 439 17,316
At | January 2019 5,161 263 39 10,911 460 16,834
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14 Intangible assets (continued)

Company
Computer
software Total
£ 000 £000
Cost or valuation
At 1 January 2019 753 753
Disposals ’ (104) (104
At 31 December 2019 649 649
At 1 January 2020 . 649 649
At 31 December 2020 649 649
Amortisation )
At 1 January 2019 753 753
Amortisation eliminated on disposals (104) (104)
At 31 December 2019 649 649
At | January 2020 . : 649 649
At 31 December 2020 ‘ 649 649

Carrying amount

At 31 December 2020 : - -

At 31 December 2019 - -

At | January 2019 . - -
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15 Investments

Summary of the compahy investments

31 December 31 December

2020 2019

£000 £000

Investments in subsidiaries 11,549 11,547

Group subsidiaries .
Details of the Group subsidiaries as at 31 December 2020 are as follows:

Proportion of
ownership interest

Name of subsidiary Principal activity Country of iﬁcorporation and voting rights held
2020 2019
Technetix Limited* Trading company United Kingdom 100% 100%
Technetix Holding BV*  Holding company Netherlands 100% 100%
‘Technetix BV Tradfng company Netherlands 100% 100%
Technetix Inc* Trading company USA 100% 100%
Technetix Spain S.L.U.*  Trading company - Spain : 100% 100%
Technetix South East Trading company Kosovo 100% - 100%
Europe L.L.C.*
Technetix GmbH* Trading company Germany 100% 0%
Technetix Pty Ltd* Trading company Australia - 100% 0%

* indicates direct investment of the Company

Registered office address

Technetix Limited: Innovation House, Technetix Business Park, Albourne, West Sussex, BN6 9EB, England
Technetix Holding BV: Kazemat 5, 3905 NR Veenendaal, the Netherlands

Technetix BV: Kazemat 5, 3905 NR Veenendaal, the Netherlands

Technetix Inc: 8490 Upland Drive, Suite 200, Englewood CO 80112, U.S.A.

Technetix Spain S.L.U.: Calle Terracina 11, Plataforma Logistica Plaza, 50197 Zaragoza, Spain

Technetix South East Europe L.L.C.: Zona Industriale, Ali Hadri p/n 10000, Prishtin&, Kosovo

Technetix GmbH: Technetix GmbH, Bogenstralle 34, 22926, Ahrensburg , Schleswig-Holstein, Germany
Technetix Pty Ltd: Level 21, 459 Collins Street, Melbourne, Victoria 3000, Australia

Technetix GmbH

In 2020 a subsidiary company was incorporated in Germany, Technetix GmbH, which is 100% owned by Technetix Group
Ltd. On 28 February 2020 Technetix GmbH acquired the assets of the broadband business of ECAD GmbH, details
regarding the acquisition have been disclosed in the Business combinations note.

Technetix Pty Ltd

In 2020 a subsidiary company was incorporated in Australia, Technetix Pty Ltd, which is 100% owned by Technetix Group
Ltd.

Page 47



DocuSign Envelope ID: B998BF17-AA36-48E7-8E26-F621F3911C12

Technetix Group Limited

Notes to the Financial Statements for the Year Ended 31 December 2020 (continued)

16 Business combinations

On 28 February 2020, the Group completed the acquisition of the broadband business of ECAD GmbH, Germany, affirming
its commitment to the German broadband market and enhancing its value proposition globally with an increased range of
innovative FTTH products. .

The acquisition has enabled the accelerated growth and market traction for Technetix, particularly with additional German
offices in its global network. The ECAD operation has become an integral part of Technetix, enabling the Group to further
expand its extensive portfolio.

The goodwill recognised is expected to be deductible for income tax purposes, amortised over a 15 year period.

Consideration

£000
Cash 2,815
Deferred consideration 327
Contingent consideration arrangement 2,327

5,469

The contingent consideration arrangement required Technetix GmbH to pay, in cash, to ECAD GmbH, up to a maximum
undiscounted amount of €3.7m based on a 2020 total turnover target of €7.5m.

As at 31 December 2020 the fair value of the contingent consideration was considered to be £9k and was settled on 31

January 2021.

Recognised amounts of identifiable assets acquired

. : £000
Brand 152
Technology 956
Customer Relationships 3,192
Fixed Assets 42
Inventory . 439
Total identifiable net assets ‘ 4,781
Goodwill 688
Total 5,469

Acquisition-related costs of £0.1m have been charged to exceptional costs in the consolidated income statement for the year
ended 31 December 2020.

Acquisition-related fair value gains of £1.3m have been credited to exceptional gains in the consolidated income statement
for the year ended 31 December 2020. The amount payable through the contingent consideration arrangement fell below
estimates and in accordance with [FRS 3 the £1.2m release of the creditor has been credited to the income statement.

Since the date of acquisition, ECAD contributed revenue of £4.6m and profit before tax and exceptional items of £0.5m to

the Group's results. If ECAD had been acquired at 1 January 2020, revenue of £5.2m and profit before tax and exceptional
items of £0.6m would have been contributed to the Group's results.
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17 1nventories

Goods for resale
Goods in transit

The inventories provision at 31 December 2020 was £4,810k (2019: £4,299k).

18 Trade and other receivables

Trade receivables

Provision for impairment of trade
receivables

Net trade receivables

Receivables from Group
undertakings
Prepayments

19° Cash and cash equivalents

Cash on hand
Cash at bank

20 Trade and other payables

Trade payables

Accrued expenses

Social security and other taxes
Contingent Consideration
Warrants provision

Group Company

31 December 31 December 31 December 31 December

2020 2019 2020 2019

£000 £000 £000 £ 000

7,305 10,885 - -

4,419 4,018 - -

11,724 14,903 - -
Group Company

31 December 31 December 31 December 31 December

2020 2019 2020 2019

£000 £ 000 £ 000 £000

8,057 8,944 - .

(50) (74) - -

8,007 8,870 - -

- - 11,570 6,626

651 579 - Lo

8,658 9,449 11,570 6,626
Group Company

31 December 31 December 31 December 31 December

2020 2019 2020 2019

£000 £000 £ 000 £000

9 7 - -

17,711 13,353 75 146

17,720 13,360 75 146
Group Company

31 December 31 December 31 December 31 December

2020 2019 2020 2019

£000 £ 000 £000 £000

26,356 28,959 - -

963 1,561 46 -

3,664 474 - -

9 - - -

806 661 - -

31,798 31,655 46 -

The Group's exposure to market and liquidity risks, including maturity analysis, related to trade and other payables is

disclosed in note 4 'Financial risk review'.
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21 Loans and borrowings

Group Company
31 December 31 December 31 December 31 December
2020 2019 2020 2019
£000 £000 £000 £000
Non-current loans and borrowings
Bank borrowings 6,097 - 6,097 -
Group Company
31 December 31 December 31 December 31 December
2020 2019 2020 2019
£000 £000 £000 £000
Current loans and borrowings
- 924 S - 924

Bank borrowings

Company

HSBC Revolving Credit Facility (EUR and GBP) is denominated in EUR and GBP with a nominal interest rate of 2.9%
above LIBOR or EUROBOR and is due for repayment in April 2025. The carrying amount at year end is £6,097k (2019:

£Nil)

HSBC Term Loan (EUR and GBP) was denominated in EUR and GBP with a nominal interest rate of 1.5% to 2.5% above
LIBOR or EURIBOR, it was repaid fully in the year. The carrying amount in 2019 was £924k.

The Group’s main UK companies have each granted security to the lender through a debenture in the form of fixed and
floating charges over all of their assets and undertakings. In addition, the Group’s main overseas companies have also

granted charges over certain of their assets.

The loans and borrowings classified as financial instruments are disclosed in the financial instruments note.

The Group's exposure to market and liquidity risk; including maturity analysis, in respect of loans and borrowings is
disclosed in the financial risk management and impairment note.

22 Other provisions

Group

At | January 2020
Movement in provisions

Increase (decrease) due to foreign exchange differences

At ?;l December 2020
Non-current liabilities

Current liabilities

Holiday pay Jubilee benefit Total
£000 £000 £000

381 13 394

132 1 133

14 | i5

527 15 542

- . 15 15

527 - 527

Holiday Pay - the amounts represent a provision for the cost of unused holiday allowances by the Group’s employees. All
this provision is anticipated to be utilised in the next 12 months.

Jubilee Benefit - the amounts represent a provision for the cost of long service benefits in respect of the Group’s employees.
None of this provision is anticipated to be utilised in the next 12 months.

The Company had no provisions (2019: £Nil).
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23 Leases

Group

Leases included in creditors

31 December

31 December

2020 2019

£000 £000

Current portion of long term lease liabilities 751 710
Long term lease liabilities 4,041 4,193
4,792 4,903

Lease liabilities maturity analysis

A maturity analysis of lease liabilities based on undiscounted gross cash flow is reported in the table below:

31 December

31 December

2020 2019

£ 000 £000
Less than one year 995 927
2 years : 907 757
3 years 834 693
4 years 710 644
5 years 679 629
6 years 651 627
7 years 240 493
8 years 240 225
9 years 240 225
10 years 100 225
Between 10 to 15 years . - 94
Total lease liabilities (undiscounted) 5,596 5,539
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23 Leases (continued)

Incremental borrowing rate
In the absence of an implicit rate of interest being stated in the property lease agreements, the Group is using an incremental
borrowing rate (IBR) to determine the present value of the lease payments.

UK Property leases

In order to determine the IBR, the Group has assumed a benchmark rate based on a 15-year loan which shows a baseline
borrowing rate of between 3.5% and 5.0%. The Group has elected to apply the rate of 5% to reflect the long nature of the
lease (to 2030), and also factor in uncertainty within the UK due to 'Brexit' and the COVID-19 pandemic.

Netherlands Property Leases

In order to determine the IBR, the Group has assumed a benchmark rate based on a 10-year loan which shows a baseline
borrowing rate of 2.3% and 2.5%. The Group has elected to apply the rate of 3.5% to reflect the long nature of the lease (to
2026), and also factor in uncertainty within the Netherlands due to the COVID-19 pandemic.

US Property Leases )

In order to determine the IBR, the Group has assumed a benchmark rate based on a 10-year loan which shows a baseline
borrowing rate at 2.7%. The Group has elected to apply the rate of 5.7% to reflect the long nature of the lease (to 2026), and
also factor in uncertainty within the USA due to the COVID-19 pandemic.

Vehicle leases

In order to determine the IBR, the Group has assumed a benchmark rate based on the borrowing rate of comparable loans in
the relevant country ranging from 3.5% to 8.0%.

24 Financial instruments

Group

Financial assets
Loans and receivables

Carrying value Fair value

31 December 31 December 31 December 31 December

2020 2019 2020 2019
£000 £000 £ 000 £ 000
Cash and cash equivalents 17,720 13,360 - -
Trade and other receivables 8,658 9,449 - -

26,378 22,809 - -

Valuation methods and assumptions

Loans and receivables:

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They are included in current assets, except for maturities greater than 12 months after the Statement of
Financial Position date, these are classified as non-current assets. The Group’s loans and receivables comprise trade, other
receivables and cash in the Statement of Financial Positiont.
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24 Financial instruments (continued)

Financial liabilities
Non derivative financial liabilities at fair value through profit and loss designated on initial recognition

Carrying value . Fair value

31 December 31 December 31 December 31 December

2020 2019 2020 2019

£ 000 . £000 - £000 £000

Contingent consideration - - 9 ) -
Warrants - - 806 661
Derivative financial instruments ] - - 596 629
- . - 1,411 1,290

Valuation methods and assumptions

Contingent consideration:

Contingent consideration is classified as a liability and is measured at fair value on the acquisition date. Contingent
consideration that is classified as a liability is remeasured to fair value-at each reporting date, with changes included in the
income statement in the post-combination period. These are classified as either current or non-current based on contractual
payment terms.

Warrants:

Warrants are classified as a liability and, because they contain performance criteria, are measured at fair value on the date
when achievement of the criteria has been met. Changes in the fair market value of the financial liability relating to the
warrants at each balance sheet date are recorded within finance income or expense.

Derivative financial instruments:

The full fair value of a hedging derivative is classified as a non-current asset or liability if the remaining maturity of the
hedged item is more than 12 months and, as a current asset or liability if the maturity of the hedged item is less than 12
months. The fair value of forward foreign exchange contracts is classed as level 2, as the valuation is determined using
quoted foreign exchange rates at the Statement of Financial Position date.

The notional principal amounts of the outstanding foreign amounts of the outstanding foreign currency forward contracts at
31 December 2020 were USD 18.0m (2019: USD 28.7m) and EUR 5.0m (2019: EUR 8.5m). Fair value changes on forward
exchange hedges are included in cost of sales in the Statement of Comprehensive Income, a net gain of £0.03m was
recognised (2019: a net loss of £1.34m).

The Group classifies the hedging derivative on initial recognition as a financial asset, a financial liability or an equity
instrument in accordance with the substance of the contractual arrangement. The derivative is recognised on the Statement of
Financial Position at fair value when the Group becomes a party to the contractual provisions of the instrument.

Financial liabilities at amortised cost

Carrying value Fair value

31 December 31 December 31 December 31 December

2020 2019 2020 2019

£000 " £000 £000 £ 000

Trade and other payables 30,983 30,994 - -
Borrowings 6,097 924 - ’ -
37,080 31,918 - -

Valuation methods and assumptions

Financial liabilities at amortised cost:

Loans and borrowings are classified initially at fair value through profit or loss, net of directly attributable costs. Subsequent
to initial recognition they are measured at amortised cost using the EIR method. These are classified as either current or
non-current based on contractual payment terms.
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25 Share capital

Allotted, called up and fully paid shares

31 December 31 December
2020 2019
No. 000 £000 No. 000 £000
Ordinary shares of £0.01 each : 683 6.83 . 683 6.83
Allotted and partially paid shares
31 December 31 December
2020 2019
No. 000 £ 000 No. 000 £000
Ordinary Shares of £0.01 each 38 - 38 -
Authoriscd‘ share capital
31 December 31 December
2020 2019
No. 000 £000 No. 000 £ 000
Ordinary shares of £0.01 each 1,500 . 15 1,500 15

26 Share-based payments
Téchnetix Group Limited EBT Share Option Plan

Scheme details and movements

This is a 'discretionary’ Employee Benefit Trust (EBT') option plan. The Board issues options to Directors and key
employees to assist with the recruitment or retention of employees within the Group.

The number of shares, and the price payable on exercise, is fixed by the Board at the date the option is granted.

An option can be exercised immediately prior to or upon the occurrence of an Exit Event; this refers to a 'sale’, a 'listing' or
'winding-up’ of the Company or, at the discretion of the Board, any other event.

In any event, options cannot be exercised on or after the tenth anniversary of their date of grant, or if the employee has left

the Group.
The movements in the number of share options during the year were as follows:
31 December 31 December
2020 2019
Number Number
Outstanding, start of period 28,959 32,259
Granted during the period 9,845 -
Expired during the period (3,670) (3,300)
Outstanding, end of period 35,134 28,959
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26 Sharc-based payments (continued)

The movements in the weighted average exercise price of share options during the year were as follows:

Outstanding, start of period
Granted during the period
Expired during the period
Qutstanding, end of period

Outstanding share options

Details of share options outstanding at the end of the year are as follows:

Weighted average exercise price (£)
Number of share options outstanding
Expected weighted average remaining life (years)

Fair value of options granted

31 December

31 December

2020 2019
pence pence
1,327 1,827

218 -

(117) (500)
1,428 1,327

31 December
2020

14

35,134
3

31 December
2019

13
28,959
3

"The weighted average fair value of options granted during the period at measurement date was £76,323 (2019 - no options

granted).

The weighted average fair value per option of options granted during the period at measurement date was £8 (2019 - no

options granted).

The option pricing model used was Black-Scholes model and the main inputs are set out in the table below. The date of grant

of the options was 22 June 2020 (2019 - no options granted)

Weighted average share price during the period (£)
Exercise price of option (£)

Share price at date of grant (£)

Expected volatility (%)

Vesting period in years

Option life in years

Expected life of option in practice in years
Risk-free interest rate (%)

Number of employees subject to option grant
Number of shares covered by option

Charge/credit arising from share-based payments

31 December
2020

14
20
106
31
3
10
3

(12)

9,845

The total charge/(credit) for the year for share-based payments was £(1)k (2019 - £46k), of which £(1)k (2019 - £46k)

related to equity-settled share-based payment transactions.
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26 Share-based payments (continued)
Technetix Group Limited EMI Share Option Plan

Scheme details and movements

This is a 'discretionary' Enterprise Management Incentive (EMI') option plan. In 2010, 2012 and 2014 the Board issued
options to Directors and key employees to assist with the recruitment or retention of employees within the Group, this

scheme has since been closed to new issuances.

The number of shares, and the price payable on exercise, is fixed by the Board at the date the option is granted.

An option can be exercised immediately prior to or upon the occurrence of an Exit Event; this refers to a 'sale’, a 'listing' or

'winding-up' of the Company or, at the discretion of the Board, any other event.

In any event, options cannot be exercised on or after the tenth anniversary of their date of grant.
The movements in the number of share options during the year were as follows:

31 December

31 December
2019
Number

17,213

17,213

2020

Number

Outstanding, start of period 17,213
Expired during the period (4,812)
Outstanding, end of period 12,401

The movements in the weighted average exercise price of share options during the year were as follows:

31 December

2020

pence

Outstanding, start of period 498
Expired during the period 127
Outstanding, end of period 371

31 December
2019

pence

498

498

Outstanding share options

Details of share options outstanding at the end of the year are as follows:
31 December

2020
Weighted average exercise price (£) 4
Number of share options outstanding 12,401
Expected weighted average remaining life (years) 3

31 December
2019

S

17,213
3

Charge/credit arising from share-based payments

The total charge/(credit) for the year for share-based payments was £(127)k (2019 - £(20)k), of which £(127)k (2019 -

£(20)k) related to equity-settled share-based payment transactions.
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27 Warrants

In July 2016 the Group entered a Warrant Agreement (‘'warrants') with the Liberty Global Group (“Liberty Global™), under
which Liberty Global may earn the right to exercise up to 10 warrants each allowing the purchase of 4,350 ordinary shares in
Technetix Group Limited (totalling 43,500 shares).

The warrants are earned by Liberty Global achieving certain purchase levels with the Group within 5 years of the Warrant

Agreement effective date (initially 3 years and extended in 2019 and 2020 each for a further 12 month period) and are

exercisable within 7 years of each warrant grant date. The final measurement date for each warrant is the date on which that

warrant vests. Prior to the final measurement, when achievement of the performance criteria has been deemed probable, the -
estimated fair value of the warrants are initially recorded as a reduction to net sales based on the projected number of

warrants expected to vest, the proportion of purchases by Liberty Global within the period relative to the aggregate purchase

levels required for the warrants to vest and the then-current fair value of the related warrants. Changes in the fair market

value of the financial liability relating to the warrants at each balance sheet date are recorded within finance income or

expense.

The fair value of the warrants is determined using the Black-Scholes option pricing model. The assumptions utilised in the
Black-Scholes model include the risk-free interest rate, expected volatility, and expected life in years.

In the prior year the warrants liability was presented within provisions (note 22), however as the balance represents a
financial liability the liability is now presented within trade and other payables (note 20). The prior year Statement of
Financial Position and related notes have been restated to reflect this reclassification. )

The Group has recognised £130k as a reduction to net sales in connection with warrants (2019: £179k).

28 ‘Contingent liabilities

Group

Technetix Limited has given the following guarantees to its bankers in relation to; HM Revenue & Customs for £80k (2019:
£80k), Magistra Buildings Company NV for €Nil (2019: €30k), Dutch Customs for €143.5k (2019: €248.5k) and Irish
Revenue for €100k (2019: €300k).

Debts payable by Technetix Group Limited to HSBC Bank PLC are secured against the following assets of the Company;
shares in subsidiary undertakings, intellectual property, fixed assets, stock, receivables and cash at bank.

In 2018, Technetix Limited received notification from solicitors acting on behalf of Hargreaves Developments Limited, the
landlord of the Company's previous offices, alleging damages in relation to the physical state of the property and loss of rent.
The total claim is for £451k, but this has been recently limited by Hargreaves to £283k. The Company is firmly contesting
the claim as it is both aggressive and exaggerated and has little merit. No provision has been made in these financial
statements as the Company's management do not consider that there is any probable loss.

29 Ultimate controlling party

The ultimate controlling party is Mr P A Broadhurst.
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