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CAMBRIDGE BROADBAND NETWORKS LIMITED

| STRATEGIC R'EPORT

The principal .activities of the Group are the design, manufacture and sale of PMP microwave and
millimetre wave radios for use in telecommumcatlons .

Cambrldge Broadband Networks Limited (CBNL’ or-‘the Group') continued to experience short-term
operatlonal and flnancral challenges in 2018. :

" Revenue decreased from 2017 to $23 7m (2017 $37. 2m) with an operatrng loss of $8. Om (2017 h
operating proflt of $0.4m). The gross margin reduced by 6% to 40% (201 7: 46%)

" With $5.0m (201 75 $4.1m) invested in R&D over the course of 2018, CBNL contnnues to lead the market -
in licensed point-to-multipoint (PMP) engineering expertise. We will build on our base of 31 pre-5G .
networks in the-US, world-wide business with more than 100 tier 1 network operators and 18 years of
successful PMP deployments to take full advantage of the emerging 5G fixed wireless access (FWA) ;
opportunity. '

Market opportumty -
As the leader in pre-5G FWA and with first-mover technology, products, S|gn|f|cant IP and mdustry _
know-how, CBNL remains well posrtloned for the emerglng 5G FWA market '
By combining mdustry Ieadlng FWA solutions with’ the emerging 5G ecosystem, we plan to maintain
our leadership in the. emerglng multi-$billion residential and enterprise access segments

The 5G FWA mfrastructure market is large and forecast by some analysts to grow at 70% CAGRl from
2019 with residential access FWA accounting for the bulk of this-growth. Residential FWA is of strategic
importance for 5G deployments because it represents a large and tangible incremerital revenue
- opportunity for operators. Millimetie wave-will form a-large part of these deployments with the North
American market representing a third of the overall market. The availability of low-cost CPEs and the
inherently low Total Cost of Ownership (TCO) of point-to-multipoint FWA will accelerate the adoption of
5G.FWA. Recent research from Ovum suggests that 5G FWA can be almost 50% cheaper to deploy

than ‘fibre to the x’ (FTTx) and can serve up to 85% of residential users’ needs2 -

Strategy , : : N
Our strategy is to continue to offer unmatched product mnovatron fleld proven quality and engrneenng
capabllrtles - . . _

Our 5G Next Generation'(NG) roadmap orovides the righ't combination of features and TCO:to allow
operators to build protitable networks and for CBNL to sustain very significant repeat revenue. '

- The NG platform is a modular, productised architecture built for scale and longevity. The platform design
.enables short product lead time, cost-effective design and high-margin manufacture of different variants
for specific market applications. At the same time, we will maintain our bespoke engineering capability
to help develop deep and long Iastlng relatlonshrps with new and existing customers. .

I SNS Research 2017
2 Ovum, 5G Wireless Home Broadband: A Credible Alternative to Fixed Broadband




CAMBRIDGE BROADBAND NETWORKS LIMITED

STRATEGIC REPORT (contmued)
Board

We are fortunate to' fetain exceptional talent on our board, which is a mix of Executive and Non-
executive shareholder representative directors, all of whom have extensive industry experience, and .
many of whom have extensive VC experience and have the advantage of long-tenure with the Group.
They meet a minimum of four times & year, W|th other regular updates held as required. -

Prmmpal risks and uncertamtles

The following list specmes operatlng risks and uncertainties relevant to CBNLs buslness It is not
exhaustlve . :
e The telecommunications industry is mtensely competitive. CBNL is small in companson W|th
~ its wider competitors and such competitors may be able to prlce and discount PMP or PTP I|nks
_ as part of a wider offering of an entire network.
¢ The Group has a single source manufacturer |n Benchmark Electronics Inc and its products?
" are manufactured in the People’s Republlc of China (PRC) .CBNL'’s revenue may be affected -
by any issues which affect this company and any working restrictions which apply to the PRC.
" e The Group’s VectaStar products include bespoke components which have an extended lead ,
time for manufacture and delivery, and also contain scarce materials which have’ long lead
times and may be subject to restricted avallablhty :
e The Group builds product on the ba3|s of sales forecasts These may be maccurate overstated ’
. orsubject to change '
e The Group’s VectaStar products rely on owned IP and on open source software Challenges
may be'made to owned IP, some patents are nearing the expiry of their term, and the avallablllty
of proprietary and open source software may change. :
e Software and hardware failures may render-the product unserwceable The Group offers a _ -
guarantee on products, which if called upon |n greater frequency than forecast, couId have an
.. .impact on revenue and on margin. . - :
¢ . There is significant competition for highly qualified, experienced and specialised employees.
Loss of key personnel could adversely impact the Group's ability to pursue its R&D roadmap’
and serve its existing and future customers. .
e CBNL'’s operating results could be negatively |mpacted by exposure to foreign currency nsk
and inability to extract funds from operating subsidiaries.
e CBNL is reliant on the contlnued support from its lenders and/or additional funding.

‘The executlve management of the Group, usmg both internal and cxternal data as approprlate regularly

- considers how these and other risks might impact on the achievement of the Group's strategic
objectlves and the overall performance- of the business. Where a risk is considered to be material,
executive management is responsible for developlng and maintaining plans to mitigate agalnst the risk
actually occurring, or to respond in the event the risk were to occur. Risks in certain areas, and the
plans to mitigate them, are also subject to periodic review by the Board.

i Personnel .

~"Headcount at 31 December 201 8 was 78 (2017 83)



'CAMBRIDGE BROADBAND NETWO‘R'KSA LIMITED

STRATEGIC REPORT (contlnued)

- Financials

_ Revenue for 2018 was $23 7m compared to $37.2m in 2017. The decrease was due to a combination
. of manufacturing: component shortages, restncted working capital and spectrum uncertalnty in North
. Amerlca : ‘

Gross profrts were |mpacted by the decrease in revenue, matenal shortages and product mix and asa:
result were $9.5m for the year (2017: $17.1m). 4

Operational costs for the-year were $12.4m (2017 $12.6m) and the Group invested $5 Om (2017
$4 im) in R&D actlvmes .

This resulted in an operating loss for the year of $8 om (2017 operatmg proflt of $0. 4m) The net:loss
‘of the year after fmancmg and tax was $9 6m (2017: $1.7m). ‘

" Key perfor_mance mdlcators ‘(KPIs)' )

Financial key‘pen‘ormance indicators for CBNL were-as follows:

Financial KPI Actual 2018 |  Actual 2017
Revenue ($m)- o | : $23.7° © $37.2
| Gross.margin % » o ‘ -40%’ L 46%
EBITDA(Sm) - .. - | $8.0) | $1.2.|
Debtor Days _— ' . S 133 ‘ 136

EBITDA for KPI purposes is operatlng loss before deprematron and amortisation excluding wnthholdlng
-tax and foreign exchange gams and Iosses

Going concern

The Group and Company were loss making durlng the year and are actively seeklng new investment .-
- and/or funding. The Company did receive additional funding of $1m from both its existing lenders,
Triplepoint Capital and BMS finance in two tranches on 5 March 2019 and 4 April 2019. The Group
has also received positive correspondence-from its lenders confirming their continuing support despite -
breaching and forecasting to remain in breach of the financial convenants. :

The Directors haye'prepared a business plan and cash flow forecast for a twelve month period following '
the approval of the financial statements. The forecast contains certain assumptions about the level of -

- . future sales and the level of gross margins as well as the ability to either renegoitate the-existing loan

facilities or obtain new investment and/or funding ahead of the maturity of the existing loan facilities in
December 2019. These assumptlons are the Dlrectors best estimate of the future development of the
business. A

The Directors recognise that there are inherent uncertainties attached to the ability to renegotlate the
existing loan facilities and to raise the required funds on a timely basis and to the timing and quantum
of future sales and receipts thereon due to the nature of the sector in which the Group-and Company

. operate and the trading cycles of the customer base. The Ditectors are aware that mitigating actions
- are avallable to reduce the ongoing costs ot the business should they be needed.



CAMBRIDGE BROADBAND NETWORKS LIMITED

STRATEGIC REPORT (continued)

Going concern (continued)

There is a material uncertainty related to the ability of the Group and Company to renegotiate the
existing loan facilities and to raise the required funding on a timely basis which may cast significant
doubt on the Group and Company’s ability to continue as a going concern and, therefore, they may be
unable to realise their assets and discharge their liabilities in the normal course of business. The
financial statements do not include the adjustments that would result if the Group and Company were
unable to continue as a going concern. In the event that the Group and Company ceased to be a going
concern, the adjustments would include writing down the carrying value of assets, including inventories,
to their recoverable amount and providing for any further liabilities that might arise, as well as
reclassifying non-current assets to current assets. However, the Directors believe there is a reasonable
expectation that they can continue as a going concern for a period greater than twelve months from the
date of approval of these financial statements.

On behalf of the Board

L Chmilewsky
Director
25 June 2019



‘CAMBRIDAGE BROADBAND NETWORKS LIMITED

DIRECTORS’ REPORT

The Dlrectors present their annual report, together with the audlted consolidated financial statements‘_
and audltors report, for the year ended 31 December 2018.

| CORPORATE AND SOCIAL RESPONSIBILITY

Our people

The Group is proud to work with-an excellent team of people, and a workmg enwronment that allows -
freedom to operate and cultivates innovation and the sharing of ideas. We continue to find ncw ways .
lo improve our internal communlcatlon and in turn, continue our culture of teamwork ' :

. Supplier, partner and contractor relations

Operating in-countries such as Afnca and the Middle East, the’ Group is acutely aware of complrance
responsibilities and works closely with suppliers-and customers to ensure best practice. In its'business
code of conduct, the Group demands compliance with regulations and laws,’ including anti-corruption
legislation, anti-trust legislation and export controls. The Group is also firmly committed to providing
equality of opportunity in all aspects of the business and does not tolerate dlscrlmlnatlon harassment,
retaliation or V|ct|m|sat|on for any reason. .

CBNL outsources the manufacture of its VectaStar products to the US-based Benchmark Electronics
Inc. at their state-of-the-art facility in Suzhou, China. This build-to-print factory is fully ISO (International
Organization for Standardization), TL9000 (Telecommunications sector-specific ISO 9000 standard),
- TS16949 (IS0 technical specification aimed at the development of a quality management system) and
- EHS (Environmental, Health and Safety) compliant. All prodicts are manufactured to CBNLs own
design and tested on CBNL equipment and to Group specifications, prlor to release.

As a matter of course, the Group stlpulates that all suppliers have approprlate environmental and
employment policiés in place. .

The Group is dedicated to reducing its environmental impact, both within its products as well as$ its

" business operations.  Telecommunications network equipment may be power intensive and
-~ environmentally intrusive. CBNL has taken extensive steps to significantly reduce the amount of power
required to run a network using its equipment. The VectaStar architecture reduces the number of radios
-required for each network by almost half compared with the point-to-point (PTP) microwave provision'

~Thisinturn requrres half as much power and half as many mounting sites, radically reducing VectaStar ]
envrronmental impact.

' Internally, the Group posntlvely encourages recyclrng and continues to pursue strategles to reduce
waste water and energy consumptlon at an operational Ievel

Results and dividends

The net loss for the year after taxation amounted to- $9.6m (2017: loss of $1 7m) The Directors do not
recommend. the payment of a dividend for the year (2017: nil). In the year ended 31 December 2018
the Group generated revenue of $23. 7m (2017: $37 2m) :

‘Research and development

The Group spent $5.0m (2017: $4. 1m) on R&D actlvmes durrng the year. These have been treated in
accordance wrth note 3 to.the Fmancral Statements. :



'CAMBRIDGE BROADBAND NETWORKS LIMITED

DIRECTORS’ REPORT (continued)
. .DlRECTORS

The Directors who served throughout the year and at the date of thrs report were:

H Hauser

J Naylon

M Gibson .

L Chmilewsky
A Lederle
J.-McKay

Directors’ Indemnities

- The Group has purchased and maintained throughout the year-Directors’ and. Officers’ liability

~ insurance. The Directors also have the benefit of the indemnity provision contained in the Company’s

" Articles of Association. The Group has made qualifying third party mdemmty prowsrons for the benefit
of its Directors. .

Policy on payment of creditors

' )
It is the Group’s policy that payments to supphers should be made in accordance W|th the terms agreed '
with-them, provided that all trading terms and conditions have been met. At 31 December 2018 the
‘Company had an average of 278 days of purchases outstanding in trade payables (2017: 125 days).

" Directors’ statement as to dlsclosure of information to the Audltor ’
In the case of each of the Directors of the' Group at the date on which thls report was approved

e as far as each of the Directors is aware, there is no relevant audit information of WhICh the
Group’s auditors are unaware; and

& each of the Directors has taken all the steps.that he/she ought to have taken as a director to
make himself/herself aware of any relevant audit information and to establish that the Group’s
auditors are aware of that information.

4 This confirmation is given ‘and should be mterpreted in accordance with the provisions of s418 of the
Companles Act 2006. :

Financial risk management

“ The main financial risks arising from the Group’s actlvmes are foreign currency risk, interest rate risk,
liquidity risk and credit risk. The Group's management of these risks is set out'in note 29.

Capital structure

The Group’s share capital is divided into four classes of share, AA preferred, BB preferred, ordinary

and AA ordinary, all of £0.01 each. The AA ordinary shares have not been issued — options over these

will be granted when the Company’s new share scheme is implemented. The classes of share carry

* different voting rights and rights as to dividends and the distribution of reserves. Please see note 23 of
the Financial Statements for more detail. :

. Political and charltable donations -

No political donatrons were made durlng the year. Employees participated in various chantable
fundraising activities during the year in aid of local and natlonal charities.

Employees

CBNL seeks to involve its. employees in its corporate objectives plans and performance and in other
relevant matters of interest to employees through various communication methods, including regular
employee meetings. The Directors consider there to be a good working relationship between Directors

“and staff. The Group is an equal-opportunities employer and does not dlscnmmate in the recruntment
and promotion of staff including applicants who are disabled.



CAMBRIDGE BROADBAND NETWORKS LIMITED

DIRECTORS’ REPORT (continued)

Health and safety and environmental issues

The Group is committed to achieving high health and safety and environmental standards and aims for
continuous improvement and performance in those areas. The Group has an excellent health and
safety record. Constant innovations in the design and manufacture of our products continue to reduce
the environmental impact of manufacturing and operating the Group’s products.

Going concern

Details of going concern for the group are included within the strategic report.

Post balance sheet events

The Company received additional funding of $1m from both its existing lenders, Triplepoint Capital and
BMS finance in two tranches on 5 March 2019 and 4 April 2019.

Independent Auditor

PricewaterhouseCoopers LLP have expressed their willingness to continue in office as the auditor.

On behailf of the Board

P

L Chmilewsky
Director
25 June 2019



CAMBRIDGE BROADBAND NETWORKS LIMITED

.'STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

: The dlrectors are respons1ble for prepanng the Annual Report and the financial statements in.
accordance W|th applicable law and regulation. .

Company law’ requures the directors to prepare financial statements for each flnancaal year. Under that
law the directors have preparéd the group financial statements in accordance with International
Financial Reporting Standards (IFRSs) as adopted by the European Union and company financial
statements in accordance with International Financial Reporting Standards (IFRSs) -as adopted.by the

- European Union. Under company law the directors must not apprave the financial statemente unlcss
they are satisfied that they give a true.and fair view of the state of affairs of the group and parent’
company and of the profit or loss of the group and company for that perlod In preparlng the flnanC|aI
statements the directors are required to:

e select suitable accounting policies and then apply them consustently, A

o state whether applicable IFRSs as adopted by the European Union have been foIIowed for the
group financial statements and IFRSs as adopted by the European:Union have been-followed for.
the company financial statements, subject to any material departures disclosed and explalned in

. -the financial statements;

¢ make judgements and accountlng estimates that are reasonable and prudent; and

* prepare the financial statements on the going concern basis unless it is inappropriate to- presume
that the group and company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
. explaln the group and company's transactions and disclose with reasonable accuracy at any time the'
-+ financial position of the group and company and enable them to ensure that the flnanmal statements

- comply with the Companies Act 2006.

The directors are also responS|bIe for safeguardlng the assets of the group and company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregularities. :

10



 CAMBRIDGE BROADBAND NETWORKS LIMITED

: .INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF CAMBRIDGE
BROADBAND NETWORKS LIMITED ‘

] Report on the audit of the financial statements
Opinion -

In our opinion, Cambndge Broadband Networks Limited’s group fmanmal statements and company
fmancral statements (the “fmanmal statements’ ) : .

¢ give a true and fair view of the state of the group s and of the company s affalrs as at 31 December‘
2018 and of the group ’s loss and the group s and the company’s cash flows for the year then
ended;

e have been properly prepared in accordance with International FlnanC|aI Reporting Standards
(IFRSs) as adopted by the European Union and, as regards the company’s financial statements,
as applied in accordance with the provisions of the Companies Act 2006; and :

e have been prepared in accordance with'the requ1rements of the Companues Act 2006

We have audited the financial statements, included within the Report and Financial Statements (the
“Annual Report”), which comprise: the consolidated and company balance sheets as at 31 December -
2018; the consolidated income statement and consolidated statement of comprehensive income, the
consolidated and company statements of cash flows, and the consolidated and company statemerits of -
changes in equity for the year then ended; and the notes to the financial statements which include a
description of the S|gn|f|cant accounting poI|C|es :

‘Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’
responsmllmes for the audit of the financial statements section of our report. We believe that the audlt
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the group in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and we
have fulfilled our other ethlcal responsnbllmes in accordance with these requrrements

,Materlal uncertalnty relatmg to going concern

In forming our oplmon on'the flnanmal statements WhICh is not modified, we have considered the
adequacy of the disclosure made in note 3 to the financial statements concerning the group’s and
company’s ability to continue as a going concern. There are certain financial covenants attached to
_ certain of the group’s and company'’s term loans, which ‘have been breached during the year and which
- are forecast to remain in breach and therefore the loan is repayable upon demand of'the lender. In the
absence of such a demand this loan of the group.and company becomes repayable in December
2019. There is.inherent uncertainty attached to the ability to renegotiate the existing loan facilities or to
raise the required funds on a timely basis and to the timing and quantum of future sales and receipts
thereon due to the nature of the sector in which the group and company operates and the trading
cycles of the customer base and therefore, whilst mitigating actions are available to the Directors to
“reduce the ongoing costs of the business there is a risk that additional funding may not be obtained on
a timely basis. These conditions; along with the other matters explained in note 3 to the financial
statements, indicate the existence of a material uncertainty which may cast significant doubt about the
group’s and company's ability to continue as a going concern. The financial statements do not include
the adjustments that would result if the group and company were- unable to continue as a going
concern.

11



CAMBRIDGE BROADBAND NETWORKS LIMITED

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF CAMBRIDGE
"BROADBAND NETWORKS LIMITED (CONTINUED) - '

Reporting on other information

The other information comprises all of the information in the Annual Report other than the: financial
_statements and our auditors’ report thereon. The directors are responsible for the other information.
Our opinion on the financial statements does not cover the other information and, accordingly, we do
not express an audit opinion or, except to the extent otherwise exphcnly stated in this report, any form
‘of assurance thereon '

I 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 an apparent material inconsistency or material misstatement, we are required
to perform procedures to conclude whether there is a material misstatement of 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 based on these responsibilities.

' Wlth respect to the Strateglc Report and-Directors’ Report, we also con3|dered whether the dlsclosures
required by the UK Companles Act 2006 have been included.

Based on the responS|b|I|t|es described above and our work undertaken in the course of the audlt ISAs
(UK) require us also to report certain opinions and matters as descnbed below.

Strategic Report and Directors’ Repor,'t

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 year ended 31 December 2018 is consistent with the
financial statements and has been prepared in accordance with applicable legal requirements.

Cn Ilght of the knowledge .and understandlng of the group and company and their enwronment obtained
~in the course of the audit, we did not |dent|ty any matenal misstatements in the Strategic Report and
Directors’ Report. - ,

: Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial 'statements,

As explained more fully in the Statement of Directors' Responsibilities in respect of the financial

statements, the directors are respon3|ble for the preparation of the financial statements in accordance
~ with the applicable framework and for being satisfied that they glve a true and fair view. The directors
are also responsible for such internal control as they determine is necessary to enable the preparation =
of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the .

~company’s ability to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to.liquidate
the group or the company_'or to cease operations, or have no realistic alternative but to do so.

'1.2



'CAMBRIDGE BROADBAND NETWORKS LIMITED

INDEPENDENT AUDITORS’ REPORT TO.THE MEMBERS OF CAMBRIDGE
BROADBAND NETWORKS LIMITED (CONTINUED) '

. Responsubllltles for th'e financial statements and the audit (conti'nued)
* Auditors’ responsibfiities for the audit of the financial statement_s ‘

Our ObjeCIIVGS are'to obtarn 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 auditors’ 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 réasonably be expected to- lnﬂuence the-economic decisions of users taken on
the basrs of these frnancral statements

A further descnptron of our respons:brlltres for the audit of the financial statements is located on the
FRC'’s website at: www.frc.org. uk/audltorsresponsrbllltles ThIS description forms part of our auditors’
report . . .

Use of this report

- This report including the opinions, has been prepared for and only for the company’s members as a
body in accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We
do not, in giving these opinions, accept or assume responsibility for any other purpose or to any other
person to whom this report is shown or into whose hands it may come save where expressly agreed by
- our prior consent in writing.

Other requi'red reporting
Companies Act 2006 e)'(-cep'tion reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion: ‘
« we have not received all the information and explanations we require for our audit; or
e adequate accounting records have not been kept by the company, or returns adequate for our:
_ audit have not been received from branches not visited by us; or .
e certain disclosures of directors’ remuneration specified by law are not made; or

. ~the company fmancnal statements are not in agreement with the accounting records and
‘returns. =

- We have no exceptions to report arising from this responsibility,

Matthew Mullins (Senior.Statutory Auditor)

for and on behalf of PricewaterhouseCoopers.LLP
Chartered Accountants and Statutory Audrtors

- Cambridge " :

28 June 2019



CAMBRIDGE BROADBAND NETWORKS LIMITED

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December 2018

2018

The results are all derived from continuing operations.

: All of the loss' for the year is attributable to the owners of.the Group. .~

2017
_ Note $ ‘ $

~ Revenue 5 23,655,539 37,151,845

~ Cost of sales . (14,201,900) (20,035,510)
Gross profit V-9,453,639 - 17,116,335

- Rese'arch and development expenses 7 : 4(5,’033,533) (4,121 ,453)
Other operating expenses, excludlng _ ' ,
depreC|at|on amortisation : (12,352,163) " (12,595,702)

* |Depreciation and,amortisation ' (99,856) - (80,387)

Total'o'perating expenses (17,485;552) (16,797,542)
' Research and development expenses .

- credit - - 52,562
Operating (loss)/profit. (8,031,913). = 371,355
Finance income 10 L 469,096 .

“Finance costs . 11 (2,624,529) (2 702 498)

" Loss before tax ' (10,656,442) (1 ,862,047)

- Tax 12 1-,056.,333. 141,'050
Loss for'the year 7 - (9,600,109)

' (1,720,997)

14
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: CAMBRIDGE BROADBAND NETWORKS LIMI'I'ED’~

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018 -

2018 .

o 2017
$ - 8
Loss for the year o c o o . - (9,600,109) (1,720,597)
ltems that may be reclassmed subsequently to the proflt and .
I;fcsI]ange differences on translatlon of forelgn operatlons
‘Total other comprehenswe'_mcome - -
Tot_al cemp'rehehsi\)e expense Ior:the year | ‘ A S ) (9,600,109) (1,720,997) .
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CAMBRIDGE BROADBAND NETWORKS LIMITED

CONSOLIDATED BALANCE SHEET

As at 31 December 2018

2018 2017
Note $ $
Non-current assets
Intangible assets 14 - -
Property, plant and equipment 15 36,081 99,459
Other receivables 18 63,890 66,420
99,971 165,879
Current assets
Inventories 17 3,111,786 2,615,563
Trade and other receivables 18 10,551,463 16,264,955
Cash and cash equivalents 1,142,383 2,979,295
14,805,632 21,859,813
Total assets 14,905,603 22,025,692
Current liabilities
Trade and other payables 21 (16,464,709) (12,982,898)
Borrowings 19 (7,666,800) -
Provisions 22 (270,637) (358,963)
(24,402,146) (13,341,861)
Net current (liabilities)/assets (9,596,514) 8,517,952
Non-current liabilities
Borrowings 19 (9,565,451) (17,212,110)
Derivative financial instruments 20 (354,359) (354,359)
(9,919,810) (17,566,469)
Total liabilities (34,321,956) (30,908,330)
Net liabilities (19,416,353) (8,882,638)
Equity
Share capital 23 100,632 100,632
Share premium account 100,870,989 100,870,989
Share capital redemption reserve 98,327 98,327
Exchange reserve (1,307,568) (1,307,568)
Warrants reserve 3,045,281 3,288,832
Accumulated losses (122,224,014) (111,933,850)
Total equity (19,416,353) (8,882,638)

The Financial Statements of Cambridge Broadband Networks Limited, registered number 3879840, on
pages 14 to 60 were approved by the Board of Directors and authorised for issue on 25 June 2019.

They were signed on its behalf by:

L Chmilewsky
Director
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CAMBRIDGE BROADBAND NETWORKS LIMITED =

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
_For the year ended 31 December 2018 '

Balance at 1 January 2017
Loss for the year

Total i:omprehénsive expense for the
year o

Balance at 31 December 2017

Impact of 'adépting IFRS 15

Revised balance.»at 1 January 2018

Loss for the year

_Total comprehensive expense for the
year .

" Release of equity for warrant instruments -

expired

Balance at 31 December 2018

Share capital

Share :
. premium-  redemption Exchange - Warrants ~ Accumulated Total
" Share capital account reserve reserve reserve losses equity
$ 8 8 $ $ ‘ $
100,632 100,870,989 98,327 - (1,307,568) 3,288,832  (110,212,853)  (7,161,641)
- - - - - (1,720,097) T (1,720,997)
- - - - - (1,720,997) (1,720,997)
100,632 100,870,989 98,327 (1,307,568) . 3,288,832  (111,933,850) ‘(_8,882‘,6.38)
- ' - - - - (690,055) (690,055) -
100,632 100,870,989 98,327 ° (1,307,568) 3,288,832 (112,623,905) . (9,572,693)
- - - - © - (9,600,109) (9,600,109)
- - - - - (9,600,109) (9,600,109) -
- . - - (243551). - . . (243,551)
- 100,632 A 100,870,989 ' 98,327 " (1,307,568). 3,045,281  (122,224,014) (19,416,353)
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CAMBRIDGE BROADBAND NETWORKS LIMITED

CONSOLIDATE.D. CASH FLOW STA-TEMENT

- For the year ended 31 December 2018

Net cash generated froml(used in) operatlng
actlvmes ,
Investing activities

Interest recelved ’
' Purchases of property, plant and equment

Net .cash used in investing activities
Financing activities
Repayments of borrowings
New loans raised -
Warrants paid

»Interest paid_ -

INet cash (used |n)/ generated from flnanclng
activities

Net: (decrease)/mcrease in cash and cash
equlvalents

" Cash and cash e_quivalents at beginning of year

Cash and cash equivalents at end of year

- - 2018 " 2017 .
Note = . $

o4 161,026 . (3,378999)

| - - 599

15 (36,478) (51,053)

(36,478) (50,454)

19 - - (1,714,564)

19 - 8,100,000

(250,000) A o

. (1,711,760)  (1,568,648)

(1,961,760) - 4,816,788

(1,836,912) - .. 1,387,335

. 2,979,295 1,591,960

1,142,383 2,979,295
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CAMBRIDGE BROADBAND NETWORKS LIMITED

COMPANY BALANCE SHEET

As at 31 December 2018

Non-current assets

Other intangible assets
Property, plant and equipment
Other receivables
Investments

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables
Borrowings

Provisions

Net current (liabilities)/assets

Non-current liabilities
Borrowings
Derivative financial instruments

Total liabilities

Net liabilities

Equity
Share capital
Share premium account

Share capital redemption account

Exchange reserve
Warrants reserve

Accumulated losses (loss for year $9,078,822 (2017 - $1,220,126))

Total equity

Note

14
15
18
16

17
18

21
19
22

19
20

23

2018 2017

$ $

26,952 89,284
63,890 66,420
67,015 67,015
157,857 222,719
3,111,786 2,615,563
11,187,787 16,173,552
883,425 2,306,043
15,182,998 21,095,158
15,340,855 21,317,877
(15,260,936) " (11,157,345)
(7,666,800) -
(270,637) (358,963)
(23,198,373)  (11,516,308)
(8,015,375) 9,578,850
(9,565,451)  (17,212,110)
(354,359) (354,359)
(9,919,810)  (17,566,469)
(33,118,183)  (29,082,777)
(17,777,328)  (7,764,900)
100,632 100,632
100,870,989 100,870,989
98,327 98,327
(210,475) (210,475)
3,045,281 3,288,832

(121,682,082)

(111,913,205)

(17,777,328)

(7,764,900)

The Financial Statements of Cambridge Broadband Networks Limited, registered number 3879840, on
pages 14 to 60 were approved by the Board of Directors and authorised for issue on 25 June 2019.

They were signed on its behalf by:

L Chmilewsky
Director
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CAMBRIDGE BROADBAND NETWORKS LIMITED

COMPANY STATEMENT OF CHANGES'IN EQUITY

For the year ended 31 December 2018

Sﬁa re »

) Share capital S )
Lo premium redemption Exchange Warrants “Accumulated ~ Total -
. Share capital
$ _account reserve reserve reserve losses equity
" $ $ $ ° 8 $ $
Balance at 1 January 2017 100,632 100,870,989 98,327 " (210,475) 3,288,832 -(:10,693,079) (6,544,774)
Loss for the year . - ; . ; - (1,220,126) (1,220,126)
. Total comprehensive expense for } - } . R (1,220,126) (1,220,126)
the year ) ) : )
Balance at 31 December 2017 100,632 100,870,989 . 98,327 (210,475) 3,288,832 (111,913,205) ° (7,764,900)
Impact of adopting IFRS 15 - - - - - - (690,055) . (690,055)
Balance at 31 December 2017 100,632 . 100,870,989 98,327 (210,475) 3,288,832 ° (112,603,260) (8,454,955)
- Loss for the yeat , - o - ; ; ’ - (9.078,822) (9,078,822)
Total comprehens;ve expense for ) . ; } o (9,078',822) . (9,078,822)
the year . ) ) -
-Release "of equity for warrant ) } : B ~" : ‘ )
instruments expired : v<243’551) (243,551)
~ Balance at 31 December 2018 " 100,632 100,870,989 98,327 : (210,475) 3,045,281 (121,682,082)

(17,777,328)
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CAMBRIDGE BROADBAND NETWORKS LIMITED

COMPANY CASH FLOW STATEMENT
For the year ended. 31 December 2018

' _ Note ‘
‘Net cash generated from/(used in) operatmg . |
activities . - . o 24
Invéétiﬁg a'ctvivities"
Interest received | ' R
Purchases of property, plant and equipment A - 15
"Net cash :used in inﬁe;f_ir‘g_activities |
. Financiﬁg activities
Repayments of borrowungs . - | .19

New loans raised - : 19

Interest paid
Warrants paid-

Net cash (used in)/ generétéd from financing
-activities

Net (decrease)/ increase in cash and cash
equnvalents g '

Cash and cash equivalents at beginn‘ing of year

Cash and cash equivalents at end of -yeaf

2018

2017

$
573,357 (3,280,992) .
- 38
(34,724) (45,006)
(34,724) (44,968)
- (1,714,564) -
.. - 8,100,000
(1,711,251)  (1,568,565)
(250,000) . . = -
(1,961,251) 4,816,871
(1,422,618) 1,490,911
2,306,043 815,132
2,306,043

883,425
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CAMBRIDGE BROADBAND NETWORKS LIMITED

.NOTES TO THE FINANCIAL ‘ST-ATE-MENTS
For the year ended 31 December 2018 o

1. General mformatlon .

Cambrldge Broadband Networks Limited is a prlvate hmlted company mcorporated and domiciled in the
United Kingdom under the Companies Act 2006. The company is limited by shares as detailed in note 23.
The address of the registered office is given on page 2. The nature of the Group and Company’s operations
and its principal activities are set out in the business review on pages 7 to 9. Accounting policies as detalled
below have been applied consistently, other than where new policies have been adopted.

These financial statements are presented in US dollars because that is the currency of the primary economic -
environment in which the group operates Foreign operatlons are mcIuded in accordance with the pohmes
set out in note 3.~ :

‘The Group has taken the exemptron available under section 408 Compames Act 2006 from presenting an
income statement for the Company, Cambridge Broadband Networks Limited. The consolidated financial
statements comprise the accounts of Cambridge Broadband Networks Limited, Cambridge Broadband -
Networks (Pty) Limited, Cambridge Broadband Networks (Nigeria) Limited, Vectastar Limited and
' Cambridge Broadband Networks Kenya'Limit_ed up to 31 December 2018. -

" 2. Adoption of new and revised Internatlonal FmanCIal Reporting Standards
(IFRSs) -

The' accountmg policies adopted in these consohdated fmancnal statements are consistent with those of the
financial statements for the year ended 31 Décember 2018, with the exception of the following standards
amendments to and interpretations of publlshed standards adopted during the year:

(i) New standards, amendments and mterpretatlons affectlng amounts reported in the fmanaal
statements

« IFRS 15 Revenue from Contracts with Customers was issued-in May 2014 and was effective for .
: Aaccountmg periods beginning on or after 1-January 2018. The Group has applied the standard for the’
first time in its financial statements for the current year using the modified retrospective approach.

The new standard replaced existing accounting standards used to determine the measurement and |

timing of revenue recognition and requires an entity to align the recognltlon of revenue to the transfer of
goods and serwces at an amount that then. entity expects to be entitled to in exchange for those goods
and services. : :

: The directors carried out an assessment to ensure that revenue recognised in prior years was stlll
ellglble for recognition under the new standard. As a result, it was found that some revenue previously .
recognised in 2016 and 2017 would now not be recognised under IFRS 15 as there was uncertainty as

- to.whether the goods would be returned and therefore there was a possibility of the revenue being
reversed at some point in the future. Although the goods had been fully paid for, due to this possibility

" of return, an adjustment of $1.2m to deferred revenue (contract liabilities) and $0.5m of associated cost
was made at 1 January 2018 with a net impact to accumulated losses of $0.7m being recorded.
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- CAMBRIDGE BROADBAND NETWORKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

.2 Adoptlon of new and revised Internatlonal Flnanmal Reporting Standards
‘ (IFRSs) (contlnued) '

s IFRS9 Financial instruments was effective for accounting periods beginning on or after 1 January 2018.
The new standard replaces the provisions of IAS 39 that relate to the recognition, classification and -
‘measurement of financial assets and financial liabilities, derecognition of fmancral instruments,
impairment of financial assets and hedge accounting. ‘

The adoption of IFRS 9 from 1 January 2018 resulted in changes in accounting policies but did not
result in adjustments to the amounts recognised in the financial statements. In accordance with the
transitional provisions in paragraphs 7.2.15 and 7.2.26 of IFRS 9, comparative flgures have not been

restated.

On 1 January 201 8 (the date of initial application ot IFRS 9), management has assessed ‘which

business models apply to the financial assets held by the company and has classified its financial -

instruments into the appropriate IFRS 9 categories. The main effects resulting from this reclassification

are that assets previously classified as "loans and receivables" have been reclassified to the- "amortised o
. cost” measurement category ‘

(ii) New standards, amendments and mterpretatrons |ssued but not effectlve for the flnanclal year
beglnnmg 1 January 2017 and: not adopted early ' : ‘

o IFRS 16, ‘Leases’. This standard replaces the. current guudance in IAS 17 and'is a far- reachlng change -

* in accounting by lessees in particular. It is effective for accounting periods beginning on or after 1 January

- 2019. The Group will apply the standard for the first time in its financial statements for the year endlng 31
December.2019.

Under IAS 17, lessees were required to make a di_Stinction between a finance lease (on balance sheet)

. and an operating lease (off balance sheet). IFRS 16 now requires lessees to recognise a lease liability
reflecting future lease payments and a ‘right-of-use asset’ for virtually all lease contracts. The IASB has
included an optional exemption for certain short-term leases and lease of low-value assets.* Under IFRS
16, a.contract is, or-contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. The Directors have assessed the impact of this
and due to a low number of leases, they believe that the impact to net assets will be not material.

3. Slgnlflcant accountlng poI|C|es

The financial statements have been prepared in accordance with Internatlonal Financial Reporting
Standards (IFRS) and IFRS Interpretations Committee (IFRS IC) interpretations as adopted by the
European Union and with 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 financial assets and financial Ilabllltles (mcludmg derlvatlve mstruments) at. falr value through

profit or loss.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accou”nting 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 assumptlons and estimates are significant to the consolidated fmanmal statements are drsclosed in
note 4. .

23



CAMBRIDGE BROADBAND NETWORKS LIMITED -

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

‘3. Significant aceounting policies (continued)
Basis of consolidation A

The consolidated Financial Statéments incorporate the Financial Statements of the Company and entities
_ controlled by the Company (its subsidiaries) made up to 31 December each year. Control is achieved where
. the.Company has the power to govern the financial and operating policies of an investee entity so as to

obtain benefits from its activities. Non-controlling interests in subsidiaries are not recorded as they are
immaterial. . :

The results of subsidiaries acquired or disposed of during the year are included in the consolidated-income
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate. Where
necessary, adjustments are made to the Financial Statements of subsidiaries to bring the accounting policies
used into line with those used by the group. All intra-group transactlons ‘balances, income and expenses
are eliminated on consolidation. .

‘Where necessary, subsidiaries’ ac’couriting polieies a're amended to ensure consistency with the policies
adopted by the Group

The Company's investments in its subsidiaries are carried at cost less provision for any impairment.

- Inter- -company transactions, balances and unreallsed gains on transactions between Group companies are
eliminated on consolldatlon .

Going concern

The Group and Company were loss making during the year and are actlvely seeklng new investment ‘and/or
funding. The'‘Company did receive additional funding of $1m from both its existing lenders, Trlplepomt Capital
and BMS finance in two tranches on 5 March 2019 and 4 April 2019. The Group has also received positive
correspondence from its lenders confirming their contmumg support despite breaching and forecastlng to
remain in breach of the financial convenants. A -

The Directors have prepared a business plan and cash flow forecast for a twelve month period following the

approval of the-financial statements. The-forecast contains certain assumptions about the level of future

sales and the level of gross margins as well as the ability to either renegotiate the existing loan facilities or

~ obtain new investment and/or funding ahead of the maturity of the existing loan facilities in December 2019.
These assumptions are the-Directors’ best estimate of the future development of the business.

The Directors recognise that there are inherent uncertainties attached to the ability to renegotiate the existing
loan facilities and to raise the required funds on a timely basis and to the timing and quantum of future sales -
and receipts thereon due to the nature of the sector in which the Group and Company operate and the trading
cycles of the customer base. The Directors are aware that mitigating actions are available to reduce the
ongoing costs of the business should they be needed.

There is a material uncertalnty related to the ability of the Group and Company to renegotlate the existing
loan facilities and to raise the required funding on a timely basis which may cast significant.doubt on the.
Group and Company's ability to continue as a going concern and, therefore, they may be unable to realise
their assets and discharge their liabilities in the normal course of business. The financial statements do not
include the adjustments that would result if the Group and Company were unable to continue as a going .
concern. In the event that the Group and Company ceased to be a going cencern, the adjustments would
include writing down the carrying value of assets, including inventories, to their recoverable amount and
providing for any further liabilities that might arise, as well as reclassifying non- -current assets to current
assets. However, the Directors believe there is a reasonable expectation that they can continue as a going
concern for a period greater than twelve months from the date of approval of these financial statements.



CAMBRIDGE BROADBAND NETWORKS LIMITED

NOTES TO THE FINANCIAL.STATEMENT S
. For the year,'ended 31 December 2018

3 Slgnlflcant accountmg policies (contlnued)
Revenue recognltlon

Revenue has been recogmsed inthe year ended 31 January 2018 by app!ymg IFRS 15 the pohmes adopted
are set out below.

Revenue comprises the fair value of the consideration received or receivable for the sale of goods, services-
and from performing non-recurrent engineering projects in the ordinary course of the Group’s activities. The
‘considerationis allocated between the individual performancé obligations in a contract and revenue is
recognised when the associated performance obligations have been met. :

Revenue for each of the: group S dlfferent revenue streams and how it is recognlsed is set out below.
Sale of goods . '

g Revenue is recognised in full when the: goods have been dellvered to the customer or in accordance with
the customer’s international commermal terms.

Services
- Revenue is recognlsed when the servnce has been performed
Non-recurrent engineering. prolects

Revenue is recognised over time based upon 'stage of completion of the project.  The percentage of .
completion of the project is arrived at by a considered objective review as to the work that has been carried
out, against that which is yet to be completed, to allow the project to be-delivered to the customer. These -
- reviews are carried out throughout the project. Where the Group. has an enforceable right'to payment for
performance to date, revenue is recognised using an input method based on costs incurred as a proportion
of total costs expected to be incurred. Where there is no enforceable right to payment for performance to

date, revenue is recognised based on an output method based on contract milestones achieved. Any costs .

relating to the element of the project not yet being recognised as revenue are deferred until the associated .
revenue |s recogmsed and included wnthln other receivables. ' :

The comparatlves forthe year ended 31 December 2018 applied IAS 18 wuth the pollcy below being followed. .

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods and services provided in the normal course of business, net of discounts, value added
tax (VAT) and other sales related taxes -

Revenue from the sale of goods is recogmsed when it is probable that economic beneflts will flow to the
- Group and delivery has occurred, the sales price is flxed or determinable, and collectablllty is reasonably
assured.. .

Revenue from the sale of services is recognised when the service has been. performed and receipt of
_payment is reasonably certain. Revenue from longer-term service’ contracts is recognlsed on a straight line
basis over the life of the contract. : , .

Revenue from non-recurrent englneerlng is recognlsed ona percentage complete basis over the Ilfe of the
prOJect . . .

Interest income is recognised when it is probable that the economic beneflts will flow to the Group'and the:
amount of revenue can be measured reliably. It is accrued on a time basis, by reference to the principal
. outstanding.and at the effective mterest rate appllcable :
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CAMBRIDGE BROADBAND NETWORKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 Dec‘:ember 2018 )

3. Slgnlflcant accountlng policies (contlnued)

Leasmg

Leases are classified as finance leases whenever the terms of the Iease transfer: substanttallv all the risks
and rewards of uwnerstnp to the lessee. All other leases are classified as operating leases.

Rentals payable under operatlng leases are charged to |ncome on a straight- ine basis over the term ot the
relevant Iease . .

In the event that lease incentives are received to enter into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is recognised as a reduction of rental expense ona stralght—
" line basis.

Foreign currencies
Functlonal and presentatton currency’

Items included in the financial statements of each of the Group’ s entities are measured using the currency

of the primary economic environment in which the entity operates (‘the functional currency’). The

consolidated financial statements are presented i US Dollars which is the Company'’s ‘functional and

presentatlon currency Foreign currency adjustments arise on translatlng the overseas subsndlanes into the
' Group s presentatlon currency. S

Transactions and balances

[Foreign currency transactions are translated into the functional currency using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settiement of such
transactions and from the translation at year. end exchange rates of monetary. assets and liabilities
denominated in foreign currencies are recognised in the income statement in the penod in which they arise.

Group companles

The results and financial position of all the Group entities (none of whlch has the currency of a hyper-‘
- inflationary economy) that have a functional currency different from the presentation currency are translated
into the presentatlon currency as. follows: .

i) assets and lnablhtles for each balances sheet presented are translated at'the closmg rate at'the
date of that balance sheet ‘ N

ii) income and expenses for each income statement are translated at ayerage exchange rates

(unless this average is not a reasonable approximation of the cumulative effect of the rates = -

' prevailing on the transaction dates, in which case mcome and expenses are translated at the
rate on the dates of the transacttons) and :

i) all resultlng exchange dn‘ferences are recognlsed asa separate component of equny
Operating loss ‘

* Operating loss is stated before finance income and finanr:e costs.

Retlrement benefit costs

Payments to defined contnbutlon retirement beneflt schemes are charged to the income statement as they
fall due. Differences between contributions payable in the year and contnbut|ons actually paid are shown as
either accruals.or prepayments in the balance sheet. :
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- CAMBRIDGE BROADBAND NETWORKS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

3. Slgmflcant accountmg pollcres (contlnued)
~ Taxation. 4
The tax expense represents the sum of the tax currently:payable and 'd,eterred tax.

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

~ Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets
are recognised to the extent that it is probablé that taxable profits will be available against which deductible
temporary dlfferences can be utilised. »

Deferred tax is calculated at the tax rates that are expected to apply in the year when the Ilablllty is settled
or the asset is realised. Deferred tax is charged or credited in the income statement, except when it relates
to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity..

Property, plant and eqmpment

Property, plant and equnpment are stated at cost less accumulated depreC|at|on and any recognised
Almpalrment loss. :

Depreciation is recognised so as to write off the cost of assets (other than assets under construction) less
their residual values over their useful lives, using the straight-line method on the following bases

Leasehold |mprovements . 18 months
Computer and laboratory equment . . ’ 1 year '
Furniture and fixtures - 3 years

Motor vehicles . ) . 3 years

. The gain or loss arising on the disposal or retirement of an asset is determined as the difference between ‘
the sales proceeds and the carrying amount of the asset and is recognised in the income staternent.

Assets under .construction are carried at cost, less any recognised impairment loss. Cost includes
~ professional fees and, for qualifying assets, borrowing costs .capitalised in accordance with the Group’s
accounting policy. Depreciation of these assets commences when the assets are ready for their intended
use.. S ) C .

Intangible assets 4 , v
Intangible assets are stated at cost less accumulated depreciation and any recognised impairment loss.

Amortisation is recognised so as to write off the cost of assets less their residual values over their useful
"lives, using the straight-line method, on the. followmg bases: :

Software : o " 1-3 years

The galn or loss ‘arising on the disposal or retirement of an asset is determined as the difference between
the sales proceeds and the carrylng amount of the asset and is recognised in the i income statement.
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'CAMBRIDGE BROADBAND NETWORKS LIMITED

" NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

3. Significant accounting policies (continued)
Research and development expenditure o A
Expenditure on research activities is recognised as an expense in the year in which it is incurred.

An internally-generated intangible asset arising from the group s development shall be recognlsed if, and
only if, all of the following can be demonstrated: .

. the technical feasibility of completing the intangible asset so that it will be avallable for sale;
X its intention to complete the mtanglble asset and use or sell it;

. its ability to use or sell the intangible asset; . _
. how the intangible asset will generate probable future economic benefrts Among other thlngs the

entity can demonstrate the existence ‘of a market for the output of the intangible asset itself or, if it is
to be used internally, the usefulness of the intangible asset :

o " the availability of adequate technical, financial and other resources. to complete the development and
to use or sell the mtangnble asset; and

. its’ ablhty to measure relrably the expenditure attnbutable to the mtangrble asset during .its .
development.

Internally-generated |ntangible assets are amortised on. a-straight-line basis over their useful Iives Where
no internally-generated intangible asset can be recognrsed development expenditure is recognised as an
expense in the year in which it is incurred.

Imparrment of tangible and intangible -assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any).. Where the asset does not generate cash flows that are independent from other
assets, the group estimates the. recoverable amount of the cash-generating unit to which the asset belongs.
An intangible asset with an indefinite useful life is tested for lmpalrment at least annually and whenever there

is an indication that the asset may be impaired. : '

Recoverable amount is the higher of fair value less costs to seII and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre- -tax discount rate that
“feflects current market assessments of the time value of money and the risks specific to.the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated_to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immiediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as-a ‘revaluation decrease. : ,

Where an'impairment loss subsequently reverses, the carrylng amount of the asset (or cash- generatrng unit)
is increased to the revised estimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount. that would have been determined had no impairment loss been
recognised for the asset (or cash-generating unit) in.prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in whrch
case the reversal of the impairment loss is treated as-a revaluatron increase.

Inventories

Inventories are stated at the lower of cost- and net realrsable value. Cost comprlses dlrect materials and -
where applicable, direct labour costs and those overheads thathave been incurred in bringing the inventories
"to their present location and condition. Cost is.calculated using the weighted average method. Net realisable
value represents the estimated selling price less.all estimated costs of completlon and costs: to be mcurred '
in marketing, selllng and dlstnbutlon ' :
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NOTES TO THE'FINANC!AL STATEMENTS _
For the year ended 31 December 2018

3. Significant accounting policies (continued)

: Flnanclal instruments

,Flnancral assets and fmancnal liabilities are recognrsed in the Groups balance sheet when the Group
becomes a party to the contractual provrsrons of the instrument.

Financial Assets

All financial assets are classified as amortlsed cost The classification depends on the nature and purpose '
of .the financial assets and is determlned at the trme of initial recognition. -

Loans and receivables :

" Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted
in an active market are classified as ‘amortised cost’. Loans and receivables are initially measured at fair
" value, plus transactions costs, then are subsequently measured at amortlsed cost using the effective interest
method less any rmpalrment . : .

Impairment of financial assets

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

For financial assets carried at arn'ortised cost, the amount of the impairment is the differences between the
asset’s carrying amount and the present value of est|mated future cash flows, discounted at the financial
“asset’s original effective interest rate. - <

~The carrying amount of the financ.ia'l asset is reduced by the impairment loss directly for all-financial assets
with the exception of trade receivables, where the carrying amount.is reduced through the use,of an
allowance account. When a trade receivable is considered uncollectable, it is written off against the .
allowance account. Subsequent recoveries of amounts previously written off are credited agarnst ‘the
allowance account. Changes in the carrying amount of the allowance account are recognlsed in profit or
loss.- : . _

If, in a subsequent period, the. amount of the impairment loss decreases and the decrease can be related

- objectively to an event occurring after the impairment was recognised; the previously recognised impairment -
loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortised cost would have been had the |mpa|rment not
been recognised. . :

Derecognition of financial assets .

The Group derecogmses a financial asset only when the contractual rrghts to the cash flows from the asset

_expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset to another entity. If the Group neither transfers ‘nor retains substantially-all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the
asset and an associated liability for amounts it may have to pay..If the Group retains substantially all the
risks and rewards of ownership of a transferred financial asset, the Group continues to recognise the financial
asset and also recognises a collateralised borrowing for the proceeds received. -

Fmancral liabilities and equity

Debt and equity. instruments are classified as elther fmanmal Ilabllltres or as equrty in accordance with the_ '
substance of the contractual arrangement
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‘NOTES TO THE FINANCIAL STATEMENTS
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_ 3 Significant accountlng poI|C|es (contmued)

Equity lnstruments . : : :
- An equity instrument is any contract that evrdences a residual interest in the ‘assets of an entity after -
“deducting all of its liabilities. Equity instruments issued by the Group are. recognrsed at the proceeds
received, net of direct issue costs. -

Fmancral Ilabllltles

- Financial liabilities are classified as ertherfrnanmal liabilities at FVTPL (Falr Value through Profit or Loss) or
‘other flnanC|a| ||ab|||t|es : :

, Fmanéral liabilities at FVTPL A
Financial liabilities are cIassrfled as at FVTPL.when the financial Ilabllrty is elther held for tradlng or it is
deS|gnated as at FVTPL. : A

A financial liability is classified as held for tradi'ng if:

e it has been incurred principally'for the purpose of repurchasing it in the near term; or

e oninitial recognition it is part ofa portfolio of identified financial instruments that the Group manages
together.and has a recent actual pattern of short term profit-taking; or :

K it is a derivative that is not desrgnated and effective as a hedgrng instrument. . -

Financial liabilities at FVTPL. are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognrsed in profit or loss incorporates any interest paid on
the financial liability and is included in the finance costs’ line item in the income statement Falr value is
determined in the manner described in note 29.

Other fmanc:al Ilabrllt/es

Other frnancral lrabrlrtres including borrowmgs and trade and other payables are initially measured at fair
. value, net of transaction costs : :

Other frnancral liabilities are subsequently measured at amortised cost usrng the effective interest method

Derivative financial instruments

Derivatives are initially recognised at fair value- at the date a derivative contract is entered into and are
‘subsequently remeasured to their fair value- at each balance sheet date. The resulting gain or loss is
recognised in profrt or Ioss immediately. '

A derivative is presented as a non-current asset or a non-currert liability if the remaining maturity 'of the
instrument is more than 12 months and it is not expected to be realrsed or settled within 12 months Other
. derivatives are presented as current assets or current liabilities. -

Derecognition of fmancral liabilities

The Group derecognrses financial Irabllltres when and only when the Group s obhgatrons are dlscharged
cancelled or they explre

Prowsrons
Provisions for the expected cost of warranty obllgatrons under local sale of goods legislation are recognlsed ‘

at the date of sale of the relevant products at the Directors’ best estimate of the expenditure required to
settle the Group s obligation. L
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3. Significant accountmg policies (contmued)

Share-based payments

Equity-settled share-based payments to employees and others providing similar services are measured at-
the fair value of the equity instruments at the grant date. Fair value is determined using the Black Scholes
option pricing model. ‘The fair value excludes the effect of non market_-based vesting conditions.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a

straight-line basis over the vesting period, based on the Group’s estimate of equity instruments that will

eventually vest. At each balance sheet date, the Group revises its estimate of the number of equity

instruments expected to vest as a result of the effect of non market-based vesting conditions. The impact of

the revision of the original estimates, if any, is recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a correspond:ng adjustment to the equity- -settled employee benefits

reserve. :

For grants where options vest in instalments over the vesting period, each instalment is treated as a separate
grant, which results in fair value of each instalment being spread across the vesting period of thatinstalment. -

Warrants

The Company accounts for its warrants as either-equity or liabilities based upon the characteristics and
provisions of each instrument. Warrants classified as equity are recorded at fair value as of the date of
issuance and no further adjustments to their valuation are made. Warrants classified as derivative liabilities
and other derivative financial instruments that require separate accounting as liabilities are recorded at their.
fair value on the date of issuance and will be revalued on each subsequent balance sheet date until such
mstruments are exercised or expire, with any changes in the fair value between reporting periods recorded

as other income or expense. Management estimates the fair value of these liabilities using option pricing
models and assumptions that are based on the individual characteristics of the warrants or instruments on
* the valuation date, as well as assumptlons for future flnancmgs expected volatility, expected lite, yield, and
risk-free interest rate. :

4. Critical accountmg judgements and key sources of estlmatlon uncertamty

_Inthe application of the Group s accounting policies, which are described in note 3, the Directors are requnred

to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that -
are not readily. apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are con3|dered to be relevant. Actual results may differ from
these estimates.

'The eStimates'and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
" estimates are recognised in the year in which the estimate is revised if the revision affects only that
year or in the year of the reV|S|on and future. years if the revision affects both current and future years.

The key assumptlons ‘concerning the future, and other key sources of estimation uncertalnty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets'
" -and I|ab|I|t|es W|th|n the next financial year, are d|scussed below ,

Provision for impairment of trade receivables

" The Group assesses the carrying value of trade receivables based on past losses, current trading patterns

and anticipated future events. The provision_for impairment of trade receivables is based upon past
experience and management ] assessment of Ilkely outflow.
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4. Critical accountmg judgements and key sources of estlmatlon uncertamty

(contlnued)

. lnventbry valuation

Inventories -are stated at.the lower of cost and net realisable value Provisions for excess or obsolete
inventory:are recorded based upon -assumptions about future demand and market conditions. The level of
‘inventory. provisioning required is sensitive to changes in the forecast sales of particular products which is
dependent on changes in conditions in the Group’s markets. If changes in actual market conditions are less -
favourable than those projected,.additional inventory provisions may be required; similarly if changes in-
actual market conditions are'more favourable than predicted, the Group’ may be able to release a proportlon

of the'inventory prowsuon

5. Revenue

An analysis of the Group's revenue is as follows:

Sales of goods
Rendering of services

2018

2017

The Groub_’s revenue from external customers by geographical location is detailed below:

‘Africa
Middle East
Rest of world"

6. Reconciliation of operating loss to EBITDA

Operating (loss)/profit

Add- back:
Depreciation and amortlsatlon
Withholding tax and foreign taxes
Foreign exchange (gains)/losses

EBITDA (for KPI purposes)

s

(8,044,478).

$
18,629,700 27,655,074
5,025,839 9,496,771
. 23,655539 37,151,845
2018 2017
$
10,835,312 20,671,654
4248138 7,561,071
8,572,089 8,919,120
" 23,655,539 37,151,845
2018 2017
s
" (8,031,913) .- 371,355
99,856 80,387
298,020 33,655
(410,441) 701,850
1,187,247
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. 7. Loss for the year
" Loss for the year has beer)‘arrived at after (credi_ting)/charging:
" Net foreign exchange (gains)/losses

Research and development costs . .

Depreciation of property, plant and equipment

Cost of inventories recognised as an expense

_ Write downs'of inventories recognised as an expense
- Impairment loss recognised on trade receivables

8. Auditors’ remunera'tio_n‘

" The ‘analysis of auditors’ remuneration is as follows:

Fees payable to the Company’s auditors for the audit of the-

" parent company and consolidated financial statements

Fees payable to the Compény’s auditors for other services
- "Tax services '
- Other services

~Total noh-‘audit fees

9.‘ Staff costs

- The average m_onthly number of empiéyees (including Executive Directors) was:

' .‘D'evelopmént ,
~ Sales and marketing
* Administration

12017 -

2018
$ E
' (410,441) - 701,850
5,033,533 4,121,453 "
. 99,856 80,387
19,488,164 12,770,752 .
37,594 (148,721) -
225,667 121,308
2018 2017
$ '$
. 63,778 65,800
19,866  9,300°
19,866 9,300"
_Group _ Company
2018 2017 2018 2017
No. No. No. . No.
29 32 29 32
28 27 17 18
23 23 21 20
'80. 82 67 70
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9. Staff costs (continued)
Their aggregate remuneration comprised: ' _ A : ;
' "Group - Group Company Company

2018 2017 . 2018 2017

s s . s s
* Wages and salaries . . 6,699,289 7,096,891 6,096,410 6,584,591
Social security costs - _ o - . 689,938 696,474 - 688,364 687,925
Other pension costs .- U ‘ 431,370 =~ 420,745 . - 396,816 . 392,404

- 7,820,597 8,214,110 ..‘.7,181,590 7,664,920

Group and company

2018 . . 2017

. . B $ . - $
Directors’ remuneration . - A - ' _ . .
‘Emoluments ' - L 983,721 801,314

Companycontrlbutlonsto moneypurchase pensuon schemes _ - 12,050 . 11,045

995,771 812,359

The above amounts do net include any galns made on the exercise of share optlons or the value of any
shares or share options recelved under long-term incentive schemes :

Highest paid Director 4 ,
: The above amounts for remuneration include the following in respect of the highest paid Director _
' ' ' o - Group and Company

2018 . 2017 -
R I $
Emoluments | .. 690571 526572

Company contributions to money purchase penS|on schemes o _ - T

690,571 526,572

None of the Directors exercised any share options in the year (2017 - none).
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9. Staff costs (conﬁnued)

The number of Directors who were members of pension schemes was as follows:

. Group and Company

2017..

- 2018
No No
Money purchase pension schemes - o S 1
10. Finance income
2018. 2017
| $ $
Bank interest receivable : ‘ ‘ I 599
_ Loss.arising on reassessment of amortisation Shareholders loan . _ oo 468,497
Fair value movement |n derivative liability - < o= -
Total finance income - 469,096' .
“11. Finance costs
2018 2017
. $ ~$
Interest on venture debt . . R . 1,116,136 1,231,156 .
Interest on credit facility ' . . © 1,048,093 577,366
Interest on shareholders’ loan . v o 453,341 395,294
Fair value movement in derivative |Iabl|lty : . - 165,342
Other . .. ‘ o © - 6,959 333,340
Total finance costs = . : A , 2,624,529 .2,7,02.498
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12. Tax o
' 2018 . 2017
$ - $
Corporation tax: . : ‘ o : '
‘Current year” ~ : (1,219,894) (654,997)
- Adjustments in respect of prior years : : ' - 175,770
Foreigntax - ‘ A - 163,561 . -338,176

(1,056,333) (141,050)

Corporation tax is calculated at 19.00% (2017: 19.25%) of the estimated taxable profit for the year.
Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions. .

The credit for the year can be reconciled tO‘tHe' loss per the income statement as follows: -
' - 2018 2017

- $ $.
Loss before tax on: contlnumg operations : _ (10,656,442) (1,862,047)-
Tax at the blended UK corporation tax rate of 19.00% (2017 19.25%) - (2,024,724) (358,444)
Effects of: . ' C : .
Expenses that are not deductlble in determining taxable profit . 719,426 9,107 .
Effect of overseas tax rates . _ ) ] . 132,484 303,116
Income not taxable C . (164,624) (14,092)"
R&D uplift - A : ‘ , . (1,433,857) (643,144) -
Deferred tax not recognlsed : : : 1,340,303 168,755
Surrender of tax losses for R&D tax credit : : 1,615,234 882,997
R&D tax credit - - : : (1,219,894) (665,115)
RDEC adjustment , : (20,681) oo-
Adjustment in respect of previous years - ’ ' - 175,770
Total tax credit for the year ' - (1,056,333) (141,050)

In recent years the UK Government has steadily reduced the rate of UK corporation tax, with the latest rates
substantively enacted by the balance sheet date being 20% with effect from 1 April 2015, 19% effective from
1 April 2017 and 17% effective from 1 April 2020. The closing deferred tax assets and liabilities have been
- calculated at 17%, on the basis that this is the rate at which those assets and liabilities are expected to.

unwind. - At 31. December 2018, the group had unrecognlsed deferred tax assets of $1,236, 646 (2017
$707 559). , : .

'13. Loss attrib'u'tab-le to the Company i

As permitted by section 408 of the Companies Act 2006 no separate income statement or statement of
.comprehensive income is présent in respect of the company. The'loss attributable to the company is
dlsclosed in the company’s balance sheet. ‘
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NOTES TO. THE FINANCIAL STATEMENTS
For the year ended 31 December 2018

14. Intangible assets

- Group

Cost

‘Accumulated amortlsatlon '
At 1 January 2017 _
- Charge for'the year

- At 31 December2017
Charge for the year

At 31 December 2018

Ca'rrying amount
At 31 December 2018 -

At'31 December 2017

At 31 December 2016

Cdmpan’y
Cost

Accumulated amortlsatlon '
At 1 January 2017, 31 December 2017 and 31 Decemher 2018

Carrying amount
At 31 December 2018

"~ At 31 December 2017

At 31 December 2016

At 1 January 2017 31 December 2017 and 31 December 2018-. -

‘At 1 January 2017 31 December 2017 and 31 December 2018

Software

s

1,367,697

1,367,697 .

1,367,697

1,367,697 -

Software

$

1,312,004

1,312,004
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15. P‘roperty,«plént‘and equipment

Group

Cost :

- At 1 January 2017
" Additions

Disposals

At 31 December 2017
Additions
" Disposals -

' At 31’De(.:ember 2018

Accumulated depreciation.

" At 1 January 2017
Charge for the year
Disposals '

© At 31 December 2017
- Charge for the year
Disposals ;
At 31 December 2018 -
Carrying amount
At 31 December 2018
At 31 December 2017

" At 31 December 2016

Computer
.and  Furniture
Leasehold laboratory and - Motor
improvements ' equipment . fixtures ‘vehicles Total
$ $ $ $ '
3I68,368 4,360,962 370,636 1 9,896 5,119,862
: - 46,565 4,488 - 51,053
: - ' (3,649) ST - (3,649)
368,368 4,403,878 | 375,124 - 19,896 5,167,266 .
- 34,724 1,754 .- 36,478
. - (12,853) . - - (12,853) .
368,368 4,425,749 376,878 19,896 5,190,891
- 368,368 4,231,137. '368,019 19,896 4,987,420
SRR 77,633 2,754 - 80,387
368,368 4,308,770 370,773 19,896 5,067,807
oo 97,628 2,228 . - 99,856
- © (12,853) : - -+ . (12,853)
368,368 .4,393,545 373,001 19,896 - 5,154,810
- 32,204 - 3,877 . 36,081
- - 95,108 4,351 - 99,459
- 129,825 2,617 - 132,442
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2018

- 15. Propérty, plant and equipment (continued)

Company

Cost

At 1 January 201 7
Additions
Disposals

At 31 December 2017
Additions
Disposals

At 31 December'20'1 8 -

Accumulated depreciation .

At 1 January 2017
Charge for the year
Disposals

At 31 December 2017
Charge for the year
Disposals

At 31 December 2018

"Carrying amount
At 31 December 2018

" At 31 December 2017

‘At 31 December 2016

Co_mputér
and Furniture
Leasehold laboratory and ‘Motor : A
improvements equipment fixtures. vehicles. Total
$ $ - $. $ $
338,034 4,268,654 - 307,306 19,8.96 4,933,890
- 45,006 - 45,006
- (3,649) - - (3,649).
338,034 4,310,011 307,306 19,896 4,975,247
- T 34,724 - - 34,724
- (12,853)." - - (12,853)
338,()34' ' . 4,331,882 307,306 19,896 4,997,118
338,034 4,143,656 = 307,306 19,896 4,808,892
- 77,071 - - 77,071
338,034 4220727 307,306 19,896 4,885,963
C- 97,056 - . 97,056
- (12,853) - - (12,853)
338,034 4,304,930 307,306 1 9,896 4,970,166
. 26,952 - - 26,952
- . 89,284 - - 89,284
. " 124,998 - - 124,998

The Group and Company has a floating charge over its assets to secure a venture capital loan to TriplePoint
Capital (TPL), and has executed a Deed of Charge and a floating charge to BMS, together with a Deed of
. Charge to Barclays Bank plc over a specified bank account to cover various bonds which the Company may
enter into for the purposes of VAT and or customer requirements. Finally the Company has a rent deposn
: deed with its landlords, the Crown Estate. All of these are registered at Companies House.
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16. Investments

_The Group has no f|xed asset mvestments

The Company has investments in subsidiaries onIy, aII of Wthh are stated at cost.

At 1 'Janua'ry‘2017, 31 Dec»ernber 2-017 and 31 December 2018

Name

Vectast'ar Limited
(dormant.company) -

- Cambridge Broadband
Networks (Pty) Limited

Cambridge Broadband
Networks (ngerla)
Limited

Cambridge Broadband
Networks Kenya Limited -

'Be'gistered office

Byron HoUse, Cambridge
Business Park, Cowley Road,
Cambridge, CB4 OWZ

Ground Floor, Suite No. 3A,
Building B, Monte Circle 64,
Montecasino Boulevard,
Fourways, Jehannesburg

-1 Awolowo Road, lkoyi, Lagos,

ngerla

- 5th Avenue Office Suites, 4‘“

Floor, 5% Ngong Road

(dormant company from 1- Nairobi, Kenya

January 2018) .

Place of
incorporation
(or registration)
and operation

Cambridge,
United Kingdom

South Africa

Nigeria -

Kenya

Subsidiaries -

$
67,015
Proportlon Proportion -
- of of
“ownership .voting
- interest  power held
% %
100 . 100
. 100 100
99 99
©99.9 99.9

All subsidiaries are directly or indirectly 100 per cent owned- by the Company. ‘The non-controlling interest
in Cambridge Broadband Networks (Nigeria) Limited and Cambridge Broadband Networks Kenya Limited is - -
Vectastar Limited. The principal activities of the subsidiaries are the sale, support and training in relation of
the Company’s products. Cambridge Broadband Networks Kenya Limited ceased all activities with effect

- from 1 January 2018.
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~ 17. Inventories-

Group and Company -

| 2018 - 2017
, D | $ $
Raw materials =~ . ' S 1,547,656, . 606,170

Finished goods : ' - : o N o - 1,564,130 * 2,009,393

3,111,786 2,615,563

- The replacement cost of the Group and Company s inventories at 31 December 201 8 is approxrmately '
$3 111 ,786 (2017 - $2 431 704) ,

18. Trade and other receivables
Current assets - Trade and other receivables

Group - ..~ - Company

2018 - 2017 2018’ 261‘7

R T $ 8 $

Trade receivables o . 8,977,486 14,058,892 8,319,670 13,264,613

- Less: Allowance for doubtful debts . o (441,526) (226,770) . (441,526). (226,770)
~1waderecavaMesnet'7_ ' | .. 8535960 13,832,122 7,878,144 13,037,843
Amounts due from Group companles A B - '1',443,932' ‘1';404,117

Other receivables - . 68,199 13,124 156,771~ 143,910

Prepayments and contract assets ' ‘ o 727,410 1,712,150. © 489,046 880,123

Research and development tax credit , 1,219,894 ~ 707,559 . 1,219,894 707,559

' 10,551,463‘ 16,264,955 11,187,787 * 16,173,552

Non-current assets — Other receivables

: Group' - - Company.

2018 1 2017 2018 2017
8 $ 8 $
Other receivables » 63890 . 66420 63,890 66,420

Trade recelvables , -
. The average credit period taken on sales of goods is 133 days (2017:.136 days). The Directors consrder
. that the carrying amournit of trade and other recelvables approxrmates thelr fair value. '
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18. Trade and other receivables (continued)

Ageing of sales invoices due but not impaired receivables » . : :
- . : Group . o Company

12018 - 2017 2018 - - 2017
' . o $ s $ s
30-60 days . o 1,580,699 3,017,888 1,557,979 2,311,330
60-90 days . oo A ' 324,336 1,054,168 314,019 995,235
90-120 days o : 1,280,125 4,052,183 1,269,138 - 4,052,183
120 days + - , ‘ 2,625,646, 3,876,075 2,615,403 3,869,082
‘Total - ‘ e, ' 5,810,806 12,000,314 _‘5,756,539 11,227,830
. Ageing of impaired receivables ‘
Group - - Company
2018 2017 - - 2018 - 2017
' : ; , : $ -8 . $ $
‘120 days + - . : 441,526 - 226,770 - 441,526 226,770
MoVensent in the allowance for doubtful debts ~ '
R Group Company
. 2018 2017 . 2018 - 2017
L . _ 8 .8 $ $
* Balance at the beginning-of the year . . . (226,770) (278,689) - (226,770) .(177,717)
Impalrment losses recognised . : (410,626) (195,870) (410,626) - (195,870)
Amounts written off during the year as uncollectlble 10,911 173,227 10,911 72,255
. Impairment losses-reversed - 184,959 74,562 184,959 74,562 -
Balance at the end oAfvtvhe year ‘ . ' (441,526) (226,770) (441,526) -(226,770)

Credit risk o

The Group’s principal financial assets are bank balances cash and trade and other recelvables The Group’s
- credit risk'is primarily attributable to its trade receivables. The amounts presented in the balance sheet are

net of allowances for doubtful receivables. The credit risk on liquid funds and derivative financial instruments

is limited because the counterpartles are banks with high credit ratings assigned by international credit rating

agencies. :

\- . } . .

The nature of the Group business is such-that, on occasion, sales performance will lead to concentration of
* credit risk in a particular customer or customers. The Group'’s largest customer accounts for $1,828,721 of
the trade receivables year-end balance (2017: $3, 329 394) This customer balance was largely paid in full
subsequent to the year end : T
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18. Trade and other receivebles (continued)

Exposure to credlt risk
The carrying amount of financial assets represents the maximum credlt exposure The maximum exposure

to credit nsk at the reporting date was: N } .
- Group I Company
201 8 - 2017 ", 2018 2017
. | $ $ $ 8
Cash and cash equwalents , ' 1.1 42,383 2,979,295 . 883,425 2,306,043
" Trade and other receivables excludmg ‘ ' , ' ) : o '
" _prepayments ; . 10,279,820 15,927,131 10,956,030 15,899,322

The maximum exposure to credit risk for total trade receivables at the reponing date by geographic region
was: - : o S . ! :

Group © Company

2018 2017 .. 2018 2017
: ' $ 8 - 8 8
_Africa . _ . ' 3,934,486 6,735,799 . 3,276,670 . 5,941,520
“Middle East - B . . -3,291,398 5,181,628 3,291,398 5,181,628

Restof World = -~ . 1,310,076 ~ 1,914,695 1,310,076 1,914,695
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19. Borrowmgs

Group and Company

Secured borrowing at amd_rtis’ed cost
Venture debt funding '
Credit facility

Shareholders’ loan

Total borrowings -
Amount due for settlement within 127 _
months :

Amount due for settlement after 12
months

Group and Company

A " Analysis of borrowings by currency:

US dollars:
GB pounds -

2018 - 2017.
$ $

'5,873,952 5,873,952
- 7.666,800. .8,100,000.
- 3,691,499 3,238,158

17,232,251 -17,212,110

7,666,800 . -

© 9,665,451 17,212,110 -

2018 2017
$ $ .

' 9,565,451 9,112,110

7,666,800 8,100,000 -

17,232,251 17,21 2,110
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19. Borrow.i.ngs (continued)
_The other principal features of the Group’s berrowtngs are as follows.
(i) The Group has the folIowrng current worklng caprtal facility.

TanePomt Capital: A loan of $6m was taken out on 3 September 2014, Repayments have been :
suspended with an interest only option taken for the remainder of the loan. The loan is secured by a
charge over certain of the. Group's assets. The loan carries an interest rate at 14.5 per cent. Warrants
over AA preferred shares were issued in 2014 and are accounted for at fair value through the profit and
loss. As at 31st December 2018 their fair value was assessed as nil (2017: nil). Upon the renewal of this
loan in December 2014, loan fees of $0.2m were payable. The balance of this loan at the year end was
$5.9m (2017: $5.9m). Thrs loan matures on 31 December 2021.

.BMS Finance: On 23 December 2016 anew Ioan agreement was signed wrth a credit facrl:ty of $5m.
This was a line of credit secured on the Group’s book debts. The interest rate on the loan-was 13% per
annum and the loan' was secured by a debenture over certain of the'Group’s assets. On 19 December
2017 this loan was renewed as a debt’ flnancmg loan with an increased facility of £6m for 2 years. The
interest rate remains at 13% and the loan is secured by a debenture over certain of the Group’s assets’.
At year end, there was an outstanding liability of $7.7m (2017: $8.1m). ‘Warrants were also issued for.
AA preferred shares and/or BB preferred shares representing 4% of the fully diluted share. capital with
an exercise period of 20 years after commencement date. A liability of $354, 359 was recognlsed in
2017 in respect of these warrants, as disclosed in note 20. This loan matures on 19 December 2019.

There is an inter- creditor agreement which regulates priorities between the two lenders.

Shareholders loan: .In January and Feb,ruary 2016, the shareholders loaned .$2.1m and $0.2m
respectively to the company by way of unsecured convertible loan notes. On 29 June 2016, 90% of the
loan notes prior to December 2015 were converted into BB preferred shares leaving an-unconverted
balance of $0.8m. There have been no further loan notes issued during 2017. The total amounts
loaned as at 31 December 2018 was $3.1m (2017: $3. 1m) -These notes carry a fixed intérest rate of 8
per cent and are automatlcally converted into fully paid senior shares at the conversion price on the
next qualified financing. In addition the holders of the loan notes have the right to convert to equity at
a 25% discount to the last financing round. The embedded derivative associated with this conversion
" options is accounted for at fair value through the profrt and loss. At 31st December 2018 the falr value
was assessed as n|I (2017: nil). : : :

- The weighted average interest rates paid during the year'were as follows: _ . ,
' S ~ 2018 . 2017 - 2016

Group and Company . ' o A % : % %
Debt funding ' ‘ . S - 16.50. 14.50 13.00
‘Credit facility : ~ . ‘ 13.00 . - 13.00. - 13.50

~ Shareholders’ loan o S o 8.00 8.00 - 8.00
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2_0. Derivative fihancial instruments- ’

Non current

A o , , } 2018 2017
" Group and company - . oo $ $
Financial liabilities carried at fair value S ' ,
through profit or loss (FVTPL) Lo ' . 354,359 . - 354,359

Warrants were issued to BMS in December 2017 for AA preferred shares and/or BB preferred shares
representing 4% of the fully diluted share-capital with an exercise period of 20 years after commencement
date. Using the Black Scholes option pricing model, the fair value of these warrants was deemed to be -
. $354,359 (2017: $354, 359) -The other derivative financial instrument set-out in note 19 has afair value of -
nil (2017 nil). : o ' - ‘ .

Fqnher details of derivative financial instruments are provided in note 29.

21. Trade and other payables . o
Trade anq other payables . -

Group o Company
2018 . 2017 - 2018 2017
' . . A $ $ . 8 $
Trade payables a . .11,046,786 6,888,531 10,370,904 6,537,435
Accruals and contract Ilabllmes o _ - 4,672,652 4,985,345 4,157,601 4,019,080

Other payables. : o o 745,271 1,109,022 732,431 -600,830

. 16,464,709 12,982,898 15,260,936 11,157,345

Trade creditors and accruals_ principally comprise amounts outstandlng for trade puréhases and ongoing
_ costs. The average credit period taken for trade purchases is 278 days (2017: 125). The Group has financial
risk management poI|C|es in place to ensure that all payables are pald within the pre-agreed credlt terms.

The Directors consider that the carrying amount'.of trade payables approximates to their fair'value‘.
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| '22. Provisions

_ : 2018 2017
“Group and Company $ ]
Warranty provision 169,207 257,533
Other 101,430 101,430
270,637 358,963
Current 270,637 358,963
Non-current - -
270,637 358,963
Warranty Other
provision provisions
r , 8 .8
‘At 1 January 2017 189,313 101,430
Increase in provision : : ‘ .. -236,963 ' -
- Utilisation of provision e ' 4 (168,743) - -
At 31 December 2017 ' I © . 257,583 . 101,430
Utilisation of provision . ‘ (49,996) . -
" Release of unused provision . . S ' -~ (38,330) . -
At:31 December 2018 - - L | 169,207 - "1 101,430

. The warranty provision represents management'’s best estrmate of the Groups liability under 12 month
warrantres granted based on past expenence and industry averages for defective products. »

The other provrsron ns in respect of an IR35 contractors potentral income tax liability.

23. Share caipit_al _ . .
g 2018 2017

3 . §

~ Issued and fully paid: - - © S o - . .
.279,609 (2017: 279,609) ordinary shares.of 0.01 P each ‘ o 4,102. 4,102
3,622,347 (2017: 3,622,347) ‘AA’ preferred shares of 0. 01 p each , o . 55,037 55,037
2,880,503 (2017: 2,880,503) _BB’ preferred shares of 0.01p each o : 41,493 41,493

100,632 100,632

Authorrsed share capital and issued share capital for ordrnary, ‘AA’ preferred and ‘BB’ preferred shares are
the same. AA Ordinary shares are authorised but not yet |ssued

AW
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23. Share capital (continued)

’ ) . ‘AA! "BB;
" Ordinary pref. - pref.
shares shares shares
_ v No No No
At 1 January 2018 T : 279,609 3,622,347 2,880,503
Issuedinyear - ) ' ' : _ - - -
At 31 Décember 2018 - " 279,609 3,622,347 2,880,503

nghts of shares

The following rights attached to shares in issue from 29 June 2016

On a return of capital on ||qwdat|on or otherwise theé surplus assets of the Company remainlng after
payment of its liabilities (which shall, for the avoidance of doubt, include all sums due and payable i in
respect of the Loan Notes pursuant to the terms of the Loan Note Instruments (including any unpaid
interest thereon)) shall be applied in the following order and priority (and-shall, in the case of any
payment to Ordlnary Shareholders, include accrued but unpald dividends): : :

first, in paying to the BB Preferred Shareholders and the AA Ordinary Shareholders such amount

of the surplus assets in the foIIowmg manner, until each of the BB Preferred Shareholders has
received a sum equal to the BB Preference Amount per BB Preferred Share held by him:
s - 17% shall be paid to the AA Ordlnary Shareholders, pro rata according to the number of
the AA Ordlnary Shares held by them; and o
e 83% shall be paid to the BB Preferred Shareholders, pro rata accordlng to the number of
"~ the BB Preferred Shares heId by them,
provided that if there are insufficient surplus assets available for allocatlon such that each of the .

‘BB Preferred Shareholders receives a sum equal to the BB Preference Amount per BB Preferred

Share held by h|m the actual amount available shall be allocated; and

second in paying to the AA Preferred Shareholders and the AA Ordinary Shareholders the
remaining surplus assets in the following manner, until each of the AA Preferred Shareholders has
received -a sum equal to the AA Preference Amount per AA Preferred Share held by him :
e 17% shall be paid to the AA Ordlnary Shareholders pro rata accordrng to the number of
* the AA Ordinary Shares held by them; and
e  83% shall be paid to the AA Preferred Shareholders pro rata accordlng to the number of
the AA Preferred Shares held by them,

provided that if there aré insufficient surplus assets available for allocation such that each AA ,
Preferred Shareholder receives a sum equal to the AA Preference Amount pér AA Preferred Share

held by him, the actual amount available shall be allocated and

_once the payments have been_made, the balance (if any) shall be distributed amongst the holders

of the Ordinary Shares, AA Ordinary Shares, AA Preferred Shares and BB Preferred Shares (pari
passu. as if they were one class of share) pro rata according to the number of the Shares held by
them respectively which shall, in the case of the AA Preferred Shares and BB Preferred Shares, be .
calculated as if the Shares had been converted to Ordinary Shares immediately prior to such
dlstrlbutlon
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24. Notes to the consolidated cash flow statement

2018.

31

2017
$ . 8
: Grodp ‘ .
Loss before tax (10,656,442)- (1,862,047)
Adjustments for: - . . o
Finance costs - 2,624,529 2,702,498
Finance income - (469,096)
Depreciation of property, plant and eqmpment 99,856 - 80,387
-Research and Development expenditure credlt - (52,562)
Loss on disposal of fixed assets - 3,649
'Operatmg cash flows before movement in WOrking capital f (7,932,057) 402,829
(Decrease)/mcrease in prowsmns ' (88,326) , 68,22'O. o
Decrease in inventories 59,810 480,606
Decrease/(increase) in recelvables 6,192,205  (3,431,024)
Increase/(decrease) in payables 1,349,560 (2,174,668)
'Cash us’ed in operatiens (418,808) (4,654,037)
' Research and development tax credit recelpt 743,695 1,613,214
“Withholding tax (163,561)  (338,176)
Net cash generated from/(used in) operating activities 161,326 - (3,378,999)
Reconciliation of financing liabilities -
1 January b..'Ca'sh - Interest Other non- December
' 2018 "flows . expense cash flows 2018
_ Y -8 $ . $ - $ ' $
Borrowings - : R . .
Venture debt funding 5,873,952 © (747,088) 1,116,136 . (369,048) 5,873,952
Credit facility 8,100,000  (964,163) 1,048,093 (517,130) 7,666,800
. Shareholders’ loan 3,238,158 - . : 453,341 . : 3,691,499
17,212,110 (1,711,251) 2,617,570 (886,178) 17,232,251
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24. Notes to the consolidated cash flow statement (continued)

Reconciliation Qf financing liabilities

Borrowings
" Venture debt funding
Credit facility
-.Shareholders’ loan

31

| 24. Notes to the company cash flow statement |

Company
Loss before tax

Adjustments for:
Finance costs
Finance income

Depreciation of property, p|“ant and equipment
Research and Development expenditure credit

Loss on disposal of fixed assets

Operating cash flows before movement in working capitél '

(Decrease)/increase in provisions
Decrease in inventories

Decrease/(increase) in receivables

* Increase/(decrease) in payables

Cash used in opératiohs

Research and development tax credit receipt

Withholding tax

1.January. Cash Interest Other non- December .
2017 flows expense cash flows - .2017
s s - s s $

5,650,590 (1,008,388) 1,231,156 594 5,873,952

1,714,564 5825260 577,366  (17,190) 8,100,000

3,311,361 - 395,294 (468,497) 3,238,158

10,676,515 4,816,872 2,203,816 (485,093) 17,212,110

2018 2017

- $ 8
" (10,135,140) (1,517,212) .
2,624,020 2,702,415 .
- . (468,535).

97,056 77,071
S (52,562)

- 3,649
(7,414,064) 744,826
. (88,326) - 68,220
59,810 ., 480,606
. 5,464,493  (3,282,011)
1,971,321 . (2,723,719)
(6,766) (4,712,078)
743,684 1,613,214
(163;561) . (182,128)
573,357  (3,280,992)

'Net-cash-generated from/(uséd in) operating activities
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. 24. Notes to the company cash flow statement (contmued)

Reconciliation of flnancmg liabilities
31

1 January . Cash Interest Other non- December

2018 . flows’ expense cash flows 2018

‘ $ $ - 8 $ $
Borrowings o o _ s ;

- Venture debt funding =~ . . © 5,873,952 (747,088) 1,116,136 (369,048) 5,873,952

Credit facility . o 8,100,000 (964,163) 1,048,093 (517,130) 7,666,800

: - 453,341 . . - . 3,691,499

" Shareholders’ loan : 3,238,158

17,212,110 (1,711,251) 2,617,570 (886,178) 17,232,251

, Reconciliatidn of financing liabilities ]
L | . 31

-1 January Cash Interest Other non- December

2017 . flows .expense cashflows = 2017

o E ‘s 8 $
‘Borrowings ‘ o S . :

Venture debtfundmg : -~ 5,650,590 (1,008,388) 1,231,156 594 5,873,952

Credit facility I 1,714,564 5,825,260 - 577,366 (17,190) 8,100,000

Shareholders’ loan ‘ ‘ 3,311,361 " - - 395,294 (468,497) 3,238,158

10,676,515' 4,816,872 2,203,316 (485,093)»17,212,1T0

‘Cash and cash equnvalents comprise cash and short-term bank deposné with an original rhaturlty of three -
months or less, net of outstanding bank overdrafts. The carrylng amount of these assets is approximately
. equal to thelrfalr value. ,

- 25. Contmgent Ilabllltles , A
At the reporting date the’ Group and Company had no materlal contlngent liabilities.
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-26. Operating lease arrangements . '
' ) ‘ 2018 - 2017

Minimum lease payments under operating leases ‘ _ Ny
recognised as an expense in the year B : 684,931 591,959

At the balance sheet date, the Group had outstanding’ comm|tments for future. mlnlmum lease payments
. under non-cancellable operatlng leases, which fall due as follows:

2018 - 2017
X
Within one-year o : 462,468 165,790

" - In the second to fifth years inclusive ' , ' 1,214,625 49,874

1,677,093 215,664 -

Operating lease payments represent rentals payable by the Group for certain of its office properties. Leases
are negotiated for terms ranging from one to ten years. Leases with terms in excess of one year are subject
to rent reviews at periodic intervals ranging between three and five years. _

27. Share based payments

‘The share schemes are currently suspended to new -members' and will be replaced in 2019. Options to
subscribe for ordinary 'shares have been granted, pursuant to the. Company’s Enterprise Management
Incentive scheme and unapproved employee share option scheme as follows:

Number of shares Subscription price per Exercise period A_
' under option -share - o
. Enterprise Management ' N 1,044 - £0.01 4 years!
Incentive scheme : ’ S ' :
Unapproved share ) V - 187 o ~£0.01 . 4 years'

- Option scheme

1. 25% of bptiqns vest one year after the vesting start date and the remaining 75% are exercisable over
the three subsequent years, prorated on a quarterly basis.
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- 27. Share based payments (contlnued)

' Eqmty-settled share optlon scheme

* The Company has a share optlon scheme for all employees of the Group Options are exercisable at a price -
of 1p per share. Vesting.conditions are detailed above. Options are forfeited if the employee leaves the

- Group before the options vest. Details of the share options outstanding during the year are as follows. -

2018 2017
" Weighted Weighted
, .average . average
Number. exercise Number exercise
of share price of share price
options (in£) options - (ing)

A Outstanding at beginning of year - 1,231 10.01 1,263. 0.01 .
Expired during the year : (209 . 0.01 (32) 0.01
Outstanding at the end of the year ‘ 1,022 . 0.01 1,231 _0.0l
Exercisable at the end of the year 1,022 . 001 1,231 ~ 0.01

. The options outstanding at 31 December 2018 had a weighted average exercise priee of £0.01, and a
) ’weighted average remaining contractual life of 3 years. There were no options'granted in 2018 or 2017.

The Group recognlsed total expenses of $n|I related to equity- settled share based payment transactlons in
-both 2018 and 2017.

.28' ‘Retirement benefit schemes

.. Defined contribution schemes

The Group operates a defined contnbutlon retirement. benefit scheme for all qualifying employees ‘The
assets of the scheme are held separately from those of the Group in funds under the control.of trustees.

The total cost recorded in the income statement of $431,370 (2017: $420,745) represents contributions
payable to this scheme by the Group at rates specified in the rules of the plan. As at 31 December 2018,
contributions of $52,614 (2017: $60, 317) due in respect of the current reportlng period had not been paid

‘ over to the scheme.
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29. Financial.lnstruments' :

'Financial risk management :
The Group has exposure to the following key risks related to its fmanmal instruments

(). Market risk;
(ii) Credit risk; and
 {iii) Liquidity risk.

This note presents information about ‘the Group’s exposure to each of the above‘risks, the Group’s
ob_je'ctives, policies and processes for measuring and managing risk, and the Group’s management of capital.
~ Further quantitative disclosures are included throughout these consolidated financial statements: :

The Board of Directors has overall- responS|bility for the establishment and oversight of the Group’s risk
management framework.

Rlsk management pohcnes ‘and systems are revrewed regularly to refiect changes in market condltlons and .
the Group s activities. :

The Audit Committee of the Board oversees how management monitors compliance with the Group s nsk
management framework in relation to the risks faced by the Group :

. Capltal risk. management
The Group manages its.capital to ensure that entities in the Group will be able to continue as gomg concerns
while maximising the return to stakeholders through the optimisation of the debt and equity balance. .

The capital structure of the Group consists of cash and cash eq'urvalents loans as disclosed in note 19 and
equity comprising issued share capital, as disclosed in note 23, reserves and retained earnings The Group .
is not subJect to any externally imposed capital requirements.

Slgnlfrcant accountmg policies

' Detalls of the. S|gn|ficant accounting policies and methods adopted (|nc|ud|ng the criterla for recognition the
basis of measurement and the bases for recognition of income and expenses) for each class of. financial
asset, fmancual liability and equity instrument are disclosed in note 3.

Categories of financial instruments . - ' -

-Group ‘ " Company
2018 2017 2018 2017

- $ ~$ .8
_Financial assets held at amortised cost . C
(2017 Ioans and recewables)

© Loans, receivables cash and cash equwalents © 11,486,092 18,972,817 11,903,346 '18,271,785

Fi'nancialliabilities o . S - C L -
.Amortised cost E 33,967,600 30,553,970 32,763,823 28,728,417

Fair value through profit and Ioss : 354 359 354 359 354 359 354 359
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29, Financial Instruments (continued)

Market Rlsk

Market risk is the risk that changes in market prices, such as forelgn currency exchange rates and interest
rates, will affect the Group’s income or the value of its holdings of financial instruments. The objective of
~ market risk management is to manage and control market risk exposures within acceptable’ parameters, -
while optimising the return on risk. /

The Group manages foreign currency risk as detalled below. The Group does not currently enter into any
interest rates swaps or other derivative financial mstruments to mmgate the risk’ of rlsmg interest rates.

'Foreign currency risk management

The Group undertakes transactlons denomlnated in foreign currencies; consequently exposures to exchange
rate fluctuations arise. Exchange rate exposures are managed within approved pollcy parameters utrllsmg .
forward foreign exchange contracts: :

Forelgn currency sensitivity analysis

Substantially all of the Group’s sales and cost of sales are denominated in US dollars, the functional currency
of the Group. A substantial proportion of the-Group’s fixed costs are denominated in Sterling. This exposure
to different currencies may result in gains or losses with respect to movements in foreign exchange rates
and the impact of such fluctuatlons could be material.’ :

The carrying amounts of the Group s sterhng denomlnated monetary assets and monetary I|ab|I|t|es at the
reportlng date are as follows :

2018 2017

Group and Company - ) B : » . $ . $
Assets : , ’ 1,588,050 - 1,614,375

Liabilities : , , : , o 10,498,933 10,747,424

Forelgn currency sensmwty anaIyS|s

A 10 per cent strengthening of the US doliar agalnst GBP Sterling would have decreased eqwty and profit’

.or increased loss after tax by the amounts shown below as at the reporting date-shown. ) .
' S : : ' - -Equity  Profit or

' . o S , _ loss
Group and Company ' : $ 8
2018 . . 4 : : . ,
GBP ' » _ . . - (891,088) -
2017 : — _
GBP - (913,305)

A 10 per cent weakenmg of the Us DoIIar agalnst GBP sterlmg would have had the equal but opposite effect, -
on the basis that all other vanables remain constant. .

The movement in profit for the year is mainly attributable to the Group's exposure:to exchange movements
in sterlmg denomlnated monetary assets and liabilities.

In managements opinion, the sensmwty analysis above is not fully representatlve of the mherent foreign '

exchange risk to WhICh the Group is exposed. The year end exposure does not reflect the exposure during
" the year.
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29. Financial Instruments (contmued)

Interest rate risk management

N The Group has no. SImelcant direct exposure to fluctuations in mterest rates as borrowings are at fixed
mterest rates and cash is deposited at fixed rates: : :

Interest rate sensitivity analy5|s -

The sensitivity analysis below has been. determined based on the exposure to interest rates for both
derivative and non-derivative instruments at the balance sheet date. For floating rate liabilities, the analysis
. is prepared on assuming the amount of liability outstanding at the balance sheet date was outstanding for
the whole year. A ten per cent increase or decrease is used when reporting interest rate risk internally to -
key management personnel and represerits management s assessment of the reasonably pos5|ble change
~|n interest rates. : . :

If mterest rates had been ten per cent higher and all other variables were held constant, the Group's loss for
the year ended 31 December 2018 would decrease by nil (2017: $8k). This is mainly attributable to the
" Group’s exposure to interest rates on its variable rate borrowings. 4 : o

Credit risk management
Credit risk refers to the rlsk that a counterparty will detault on its contractual obligations resulting in fmanmal '
loss to the Group. The Group has adopted a cautious approach to credit risk management, only entering into
transactions with counterparties with recognised credit ratings; either through independent third party
appraisal or through the Group’s own trading records and other publicly available financial information. The

Group's exposure and the credit ratings of its counterpartles are contlnuously monltored and credit exposure

.is controlled by counterparty limits. '

The Group seeks to limit credit risk-on liquid funds through trading only with counterpartles that are banks
with high credit ratings assigned by international credlt rating agencies.

Dlsclosures related to the credit nsk,assocnated'wnh trade receivables are shown in note :18.
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29. Financial Instruments (continued)

' quwdlty risk management

The Group manages liquidity risk by maintaining adequate reserves, banklng facilities and reserve borrowmg
facilities, by contmuously monitoring forecast and actual cash flows and by matchlng the matutity profiles of

financial assets and Ilabllltles

. The'following tables detail the Group s remalnlng contractual maturlty for its non-derivative financial liabilities
. with agreed repayment periods. The tables have been drawn up based on the undiscounted cash flows of
financial liabilities based on the earliest date on which the Group can be required to pay. The table includes
- both interest and principal cash flows. The contractual maturity is based on the earliest date on whlch the

Group may be required to pay.

Group.

31 December 2018
~ Non-interest bearing
-Fixed interest rate instruments

31 December 2017
Non-interest bearing

leed mterest rate: mstruments‘

Average‘ ’
weighted -
interest Less than - : ‘
rate 1year 1-2years 2+ years, Total
$ - $ $
10,498,933 . - - 354,359 10,853,292 °
7,666,800 3,691,499 5,873,952' 17,232,251
132% 18,165,733 3,691,499 6,228,311 28,085,543
10747424 ~ - - 354,350 11,101,783
- 11,338,157 . 5,873,952_ 17,212,109
12.5% 10,747;424 11,338,157 6,228,311 28,31‘3,892
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- 29. Financial Instruments (_contibnued)

: Company

31 December 2018
. Non-interest bearing
Fixed interest rate instruments

~ 31 December 2017
Non-interest bearing
Fixed interést rate instruments

- The Directors consider that the carrying amounts of financial assets and financial liabilities recorded at
amortised cost in the financial statements approximate their fair values.

Fair value of f|nanC|aI mstruments

Average
" weighted .
interest Less than _ . -
rate 1year 1-2years 2+ years Total
$ $ $ $
10,498,933 . - 354,359 10,853,292
7,666,800 3,691,499 5,873,952 17,232,251
13.2% 18,165,733 3,691,499 6,228,311 28,085,543
~. 10,498,933 - 354,359 10,853,292
10,747,424 - . 354,359 11,101,783. "
A ‘ _ - 11,338,157 5,873,952 17,212,109
| 125% 10,747,424 11,338,157 6,228,311 28,313,892

"The fair values of other financial assets and financial liabilities are determined:in accordance with generally

accepted pricing models based on discounted cash flow analysis using pnces from observable current~

market transactlons and dealer quotes for S|mllar mstruments

' The following table prowdes an analysis of financial mstruments that are measured subsequent to initial
recognmon at fair value, grouped into Levels 1 to 3basedon the degree to which the fair value is observable

. 'Level 1 fair value measurements are those derlved from quoted prlces (unadjusted) in active markets’
for |dent|cal assets or Ilabllltles » :

o Level2 falr value measurements aré those derived from inputs other than quoted prices |ncIuded within
Level 1 that are observable for the asset or I|ab|I|ty, either dlrectly (| e.as pnces) or indirectly (i.e. denved

. from prices); and

e Level 3 fair value measurements are those derlved from valuatlon techniques that include inputs-for the'
assetor Inablllty that are not based on observable market data (unobservable mputs)

The Group ] flnance department performs the valuatlons of financial assets required for financial reporting
purposes, including Level 3 fair values. The finance department reports directly to the Chief Financial

Officer (CFO). Discussions of valuation processes and results.are held between the CFO and the finance
department annually, in I|ne with the Group’s reportlng dates
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*29. Financial Instruments (continued) -
2018 . ‘
Financial liabilities at FVTPL
‘Derivative financial liabilities
Total .-
2017
Financial liabilities at FVTPL
Derivative financial liabilities -
Total
2016
- Financial liabilities at F VTPL

Derivative financial liabilities

Total

Level 3 .
$
354,359
354,359
- :$
354,359

. 354,359
. $
V18'9,017

189,017

The fair value of the financial liabilities was measured on Level 3 fair value measurement bases.

Reconciliation of level 3 fair value measurements of financial liabilities:

Balance at 1 January 2017
-Total gain in profit and loss

Balance at 31 December 2017
Total gain in profit and loss

.Balance at f_31 December 2018 -

‘Significant assumptlons used in determmmg fair value of financial liabilities

Derivative

financial
liabilities
$
. 189,017 .
165,342

354,359

354,359

The fair value of the liability component of the financial Ilablhtles is determined assuming the warrants have

3%.

an expected Ilfe of 3 years an exercnse price of $10, annuahsed volatility of 62.5% and a discount rate of
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_ 30. Related party transactlons

: Balances and transactions between the company and its subsrdlarles which are reIated parties, have been
eliminated on consolldatlon and are not disclosed in this note. Group companies did not enter |nto any’
transactions with related parties who-are not membere of the Gmup h

Tradmg transactuons

During. the year, $435,233. (2017 $546 260) was Ioaned from the company to its subS|d|ary, Cambndge
Broadband Networks (Pty) lelted At the year end, thls amount was fully provnded agalnst

Remuneration of key management personnel

The remuneration of the Dlrectors who are the key management personnel of the Group and Company is
set out below in aggregate for each of the categories specified in IAS 24 Related Party Disclosures.

: : S o 2018 - 2017
Group and Company . - Lo . $. - $
Short-term employee benefits S o : o 983,721  80%1,314

Post-employment benefits R . 12,050 11_,045

995,771 812,359 -

There were no gains made on the exerC|se of share options or the value of any shares or share optrons
received under long-term incentive schemes (2017:.nil).

31 Ultlmate controlling party

'The majonty of the Companys shares are held by lndependently managed pnvate equny funds. The
- directors are therefore of the view that there is no single controlhng party.

32 Events after the balance sheet date

-On5 March 2019 addmonal financing of $1m was granted from existing lenders. This is payable in two
tranches with the first tranche of $0.5m belng received on 5 March 2019 and the second tranche of $0.5m
being received on 5 April 2019. . 4



