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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

introduction

The directors present the strategic report of Integrated Microwave Technology Limited (the ‘Company’) for the
year ended 31 December 2018.

Business review
The Company is a wholly owned subsidiary of Vislink Technologies, Inc. (former xG Technology, Inc.), a global
technology business specialising in the provision of secure communications for the broadcast, sports and

entertainment and surveillance markets. The group has offices in the UK, USA, Dubai, and Singapore, and
employs over 150 people worldwide.

Turnover for the year was £18,304,779 (2017: £18,979,419). The loss before tax for the year was £1,822,625
(2017: £4,642,176), The net assets at 31 December 2018 were £4,329,380 (2017: £5,806,137).

Principal risks and uncertainties

The Company's strategy is to optimise business opportunities and minimise exposure to principle risks and
uncertainties.

The operating and financial performance of the Company is influenced by economic conditions of the regions in
which it operates, particularly the UK, Europe, USA and the Middle East & Africa.

The Company’s products are for critical services such as live news or real time video and the risk of failure will
cause loss of service to customers, bringing damage to the Company’s reputation. Customer support is a key-
part of the companies offering to customer’s to mitigate any damage.

The board and management teams monitor risk areas and -adjust strategic plans to protect the Company
accordingly.

Financial key performance indicators

Key performance indicators are used to measure and evaluate company performance against targets throughout
the Company.

Our key metrics emplayed in the Company include:

. Order intake
. Achieving revenue and profit targets

Revenue in the -year-was £18,304,779 (2017:-£18,979,419) and gross profit is reported at £7,578,778 (2017: -
£5,878,330). .

This report was approved by the board on | Ui FUovlJu:qu 20290 and signed on its behalf.

J B Payne IV
Director
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and the financial statements for the year ended 31 December 2018.

Principal activity

The Company's principal business is the sale of microwave video transmission systems, delivering complete
video capture, transmit and receive solutions for the broadcast, sports and entertainment and surveillance
markets. The companies’ activities include research and development, manufacture and assembly, sales,
marketing, customer support and administration.

Results and dividends

The loss for the year, after taxation, amounted to £1,476,757 (2017: loss £4,642,176).
Thefe were no dividends declared during the year (2017: £Nii).

Directors

The directors who served during the year were:

R G Branton

J B Payne [V (appointed 19 July 2018)

D | Robins (appainted 19 July 2018, resigned 17 April 2019)
J M Walton (resigned 19 July 2018)

Directors’ responsibilities statement

" The directors are respons:ible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law, including FRS 102
‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’). Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of affairs and profit or loss of the Company for that period. In preparing these financial statements, the
directors are required to:

. select suitable accounting policies and then apply them consistently;
) make judgements and accounting estimates that are reasonable and prudent;
e prepare the financial statements on the going concein basis unless it is inappropriate to presume that the™ ~

Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006. They
are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the Company's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

3

Going concern

The current economic environment is challenging, and the Company has reported an operating loss for the year.
The directors consider there to be a material uncertainty surrounding going concern given current market
conditions. The directors also consider that the outlook although uncertain in terms of trading results and
cashflows have a reasonable expectation that the Company has adequate resources to continue in operational
existence for the foreseeable future. The orderbook remains strong and the focus is on cost savings,
strengthening our supply chain, fulfilling our order backlog to our customers and capitalizing on new growth
opportunities. For these reasons, they continue to adopt the going concern basis in preparing the annual report
and accounts.

Financial risk management

The Company’s operations expose it to a variety of financial risks that include credit risk and foreign exchange
risk. The board has overall responsibility for the determination of the Company’s risk management objectives
and policies, and whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Company's
management team. The overall objective of the board is to reduce risks as far as possible without unduly
affecting the Company's competitiveness and flexibility.

Foreign exchange risk

Foreign exchange risk arises when the Company engages in transactions denominated in a currency other than
its functional currency. The Company operates internationally and is exposed to foreign exchange risk arising
from various currency primarily with respect to the US dollar and the Euro.

The Company does not speculate in foreign currencies.

Credit risk .

Credit risk arises from the sale of goods and services to customers. It is the Company policy to obtain deposits
from customers where possible, particularly for overseas customers. In addition the Company will seek
confirmed letters of credit for the balances due. :

Cash flow and interest rate risk

The Company has no significant interest bearing assets and the Company's income and operating cash flows
are substantially independent of changes in market interest rates. It is the Company's policy not to trade in
financial instruments. The Company does not use interest rate swaps.

Liquidity risk
Liquidity risk arises from the Company’s management of working capital and the risk of encountering difficulties
in meeting its financial obligations as they fall due.

- -The -Company's policy is to ensure that it will have sufficient cash to allow it to meet.its liabilities. Management.
receives cash flow projections on a weekly basis as well as information regarding cash balances, these
projections indicated that the Company expected to have sufficient liquid resources to meet its obligations under
all reasonably expected circumstances.

Future developments -

The directors do not envisage any significant change in the Company’s operations in the foreseeable future and
they expect the trading performance and financial position to improve.

Research and development activities

The Company invests in the development of new and the enhancement of existing technology in order to
maintaln its strong position in its market, £199,960 was charged as an expense in the year (2017: £277,200).
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Qualifying third party indemnity provisions

- During the period the Company maintained an external insurance policy to provide liability cover to its directors
and officers.

Post balance sheet events

The Company entered into a debenture agreement with a bank in June 2019. As a result of this, fixed and
floating charges were made over the assets of the Company.

Disclosure of information to auditor

The directors confirm that:

. so far as each director is aware, there is no relevant audit mformatlon of which the Company's auditor is
unaware, and
. the directors have taken all the steps that they ought to have taken as directors in order to make

themselves aware of any relevant audit information and to establish that the Company's auditor is aware
of that information.

Auditor

The auditor, Grant Thornton UK LLP, will be proposed for reappointment in accordance with section 485 of the
Companies Act 2006. .

This report was approved by the board on I4tia Fllbvua)d 2020 and signed on its behalf.

P e

J B Payne IV
Director
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GrantThornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF INTEGRATED MICROWAVE TECHNOLOGY
< LIMITED

Opinion

We have audited the financial statements of Integrated Microwave Technology Limited (the 'Company') for the
year ended 31 December 2018 which comprise the Statement of Comprehensive Income, the Statement of
Financial Position, the Statement of Changes in Equity, the Statement of Cash Flows, and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework that has
been applied in their preparation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK and Republic of
Ireland' (United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

- give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its loss for
the year then ended;
) have been properly prepared in accordance with United Kingdom Generally Accepted Accounting

Practice; and ‘

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

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

Material uncertainty related to going concern

We draw attention to note 2.2 in the financial statements, which indicates that the Company incurred a net loss
of £1,476,757 during the year ended 31 December 2018. As stated in note 2.2, these events or conditions, along
with the other matters as set forth in note 2.2, indicate that a material uncertainty exists that may cast significant

“doubt on~the Company's-ability to' continue as a going concern." Our opinion is not modified in respect of this

matter.
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF INTEGRATED MICROWAVE TECHNOLOGY
LIMITED (CONTINUED)

Other information

The directors are responsible for the other information. The other information comprises the information included
in the Annual Report, ather than the financial statements and our Auditor's Report thereon. Our opinion on the
financial statements does nat cover the other information and, except to the extent otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in

doing so, consider whether the other information is materially inconsistent with the financial statements or our

knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material

inconsistencies or apparent material misstatements, we are required to determine whether there is a material

misstatement in the financial statements or a material misstatement of the other information. If, based on the

work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

- In our opinion, based on the work undertaken in the course of the audit:

. the information given in the Strategic Report and the Directors' Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
. the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal

requirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the Company and its environment obtained in the course of
the audit, we have not identified material misstatements in the Strategic Report or the Directors' Report.

Matters on whlch we are required to report by exception .

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

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

. the financial statements are nat in agreement with the accounting records and returns; or

. certain disclosures of directors' remuneration specified by law are not made; or

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

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF INTEGRATED MICROWAVE TECHNOLOGY
LIMITED (CONTINUED)

Responsibilities of directors for the financial statements

As explained more fully in the Directors' Responsibilities Statement on page 2, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

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

Auditor's responsibilitieé for the audit of the financial statements

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

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

Use of our report

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the Company's members
those matters we are required to state to them in an Auditor's Report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company's members as a body, for our audit work, for this report, or for the opinions we have formed.

- Grawt Thowdpna U LLf

Wendy Russell BS¢ FCA

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditors, Chartered Accountants
Milton Keynes

Date: 23tA F&b"\/‘ay 2020
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover
Cost of sales

Gross profit

Administrative expenses
Other operating income

Operating loss

Interest receivable and similar income
Interest payable and expenses

Loss before tax

Tax on loss for the period

Loss for the financial period

There was no other comprehensive income for 2018 (2017:£Nil).

The notes on pages 12 to 29 form part of these financial statements.

Note

10
11

12

13 December
31 2016 to
December 37 December
. 2018 2017
£ £
18,304,779 18,979,419
(10,726,001} (13,101,089)
7.578,778 5,878,330
(9,412,445) (10,520,059)
26,406 -
{1,807,261) (4,641,729)
47 8
{(15,411) (455)
(1,822,625) (4,642,176)
345,868 -
(1,476,757) (4,642,176) ‘

Page 8



INTEGRATED MICROWAVE TECHNOLOGY LIMITED

REGISTERED NUMBER:10523708

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2018

Fixed assets

Tangible assets

Current assets

Stocks
Debtors: amounts falling due within one year
Cash at bank and in hand

Creditors: amounts falling due within one
year

Net current assets

Total assets less current liabilities

v Net assets

Capital and reserves

Called up share capital
Share-based payment reserves
Other reserves

Profit and loss account

Note

13

14

16

17

19
20
20
20

2018

932,840

932,840

5,889,571
4,033,246
234,614

10,157,431

(6,760,891)

3,396,540

4,329,380

4,329,380

1,000
1,363,810
9,083,503

(6,118,933)

4,329,380

2017

1,166,798
1,166,798
6,451,651

5,067,338
1,132,030

12,651,019

(8,011,680)
4,639,339

5,806,137

5,806,137

1,000
477,892
9,969,421

(4,642,176)

5,806,137

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

1t felovaary 2000 -

J B Payne IV
Director

The notes on pages 12 to 29 form part of these financial statements.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Share-based

Called up payment Other Profit and
share capital reserve reserves loss account Total equity
£ £ £ £ £
At 1 January 2018 1,000 477,892 9,969,421 (4,642,176) 5,806,137
Comprehensive loss for the year -
Loss for the year - - - (1,476,757)  (1,476,757)
Share based payment recharge - - {885,918} - (885,918)
Share based payment expense - 885,918 - - 885,918
Total comprehensive loss for the -
year - 885,918 (885,918) (1,476,757) (1,476,757)

At 31 December 2018 1,000 1,363,810 9,083,503  (6,118,933) 4,329,380

STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD FROM 13 DECEMBER 2016 TO 31 DECEMBER 2017

Share based

Called up payment Other Profit and :
share capital reserve ... . reserves: loss account Total equity
£ £ £ £ £
Comprehensive loss for the
period
Loss for the period . - - - (4,642,176) (4,642,176)
Share based payment recharge - - {477,892) - {477,892)
Share based payment expense - 477,892 - - 477,892
Total comprehensive loss for the
period . 477,892 (477,892) (4,642,176) (4,642,176)
Shares issued during the period 1,000 - - - 1,000
. .Capital contrbuton_ .~ ..~ - __ - 10447313 - = 10447313

Total transactions with owners 1,000 - 10,447,313 - 10,448,313
At 31 December 2017 1,000 477,892 9,969,421 (4,642,176) 5,806,137

The notes on pages 12 to 29 form part of these financial statements.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2018

" Cash flows from operating activities

Loss for the financial year
Adjustments for:

Depreciation of tangible assets

Interest payable and similar expense

Interest receivable

Taxation charge

Decrease/(increase) in stocks

(Increase) in debtors

Decrease/(increase) in amounts owed by groups
(Decrease)/increase in creditors

Increase in amounts owed to groups

Net cash used in operating activities

Cash flows from investing activities

Purchase of tangible fixed assets
Interest received

Net cash used in investing activities

Cash flows from financing activities

Issue of ordinary shares
Interest paid

Net cash used in financing activities

Net (decrease)lincrease in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at the end of year

Cash and cash equivalents at the end of year comprise:
Cash at bank and in hand

The notes on pages 12 to 29 form part of these financial statements.

13 December

2016 to 31
December
2018 2017
Note £ £
(1,476,757) (4,642,176)
13 243,424 579,734
11 15,411 455
10 (47) (8
(345,868) -
562,080 (6,451,651)
(448,677) (2,885,645)
1,828,637 (427,826)
(2,038,944) 6,257,813
788,155 -
(872,586) (7, 569,304)
(9,466) (1,746,532)
47 8
(9,419) (1,746,524)
- 10,448,313
(15,411) (455)
(15,411) 10,447,858
{897,416) 1,132,030
1,132,030 -
234,614 1,132,030
234,614 1,132,030
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

General information

Integrated Microwave Technology Ltd is a private company limited by shares and incorporated in England
and Wales. lts registered head office is located at Waterside House, Earls Colne Business Park,
Colchester, COB6 2NS.

Accounting policies

241

2.2

2.3

- 2.4-

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgement in applying the
Company's accounting policies (see note 3).

The following principal accounting policies have been applied:
Going concern

The current economic environment is challenging, and the Company has reported an operating loss
for the year. The -directors consider there to be a material uncertainty surrounding going concern
given current market conditions. The directors also consider that the outlook although uncertain in
terms of trading results and cashflows have a reasonable expectation that the Company has
adequate resources to continue in operational existence for the foreseeable future. The orderbook
remains strong and the focus is on cost savings, strengthening our supply chain, fulfilling our order
backlog to our customers and capitalizing on new growth opportunities. For these reasons, they
continue to adopt the going concern basis in preparing the annual report and accounts.

Revenue

The Company recognises revenues when persuasive evidence of an arrangement exists, services
have been rendered, the price is fixed and determinable, and collectability is reasonably assured.
Revenues from management and consulting, time-and-materials service contracts, maintenance
agreements and other services are recognised as the services are provided or at the time the goods
are shipped and title has passed.

Tangible fixed assets - - - - e e . R,

Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management. .
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies (continued)

24

25

2.6

2.7

2.8

Tangible fixed assets (continued)

Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Leasehold improvements - The shorter of the economic life or remaining
lease term :

Plant and machinery - 1-11 years

Fixtures and fittings - 1-10years

Computer equipment - 1-11years

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of a significant change since the last reporting
date. - ;
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Statement of Comprehensive income.

Research and development costs

Research and development costs are recognised in the Statement of bomprehensive Income as they
arise. ' ’

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a weighted averagebasis. Work
in progress and finished goods include labour and attributable overheads.

At each reponi'ng date, stocks are assessed for impairment. If stock is impaired, the carrying amount
is reduced to its selling price less costs to complete and sell. The impairment loss is recognised
immediately in profit or loss.

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are
measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest methed, less any impairment.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours, Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known
amounts of cash with insignificant risk of change in value.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies {continued)

2.9 Financial instruments

The Company only enters into basic financial instrument transactions that result in the recognition of
financial assets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to related parties and investments in non-puttable ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other accounts receivable and payable, are initially measured at present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that
are payable or receivable within one year, typically trade debtors and creditors, are measured, initially
and subsequently, at the undiscounted amount of the cash or other consideration expected to be paid
or received. However, if the arrangements of a short-term instrument constitute a financing
transaction, like the payment of a trade debt deferred beyond normal business terms or financed at a
rate of interest that is not a market rate or in the case of an out-right short-term loan not at market
rate, the financial asset or liability is measured, initially, at the present value of the future cash flow
discounted at a market rate of interest for a similar debt instrument and subsequently at amortised
cost.

Investments in non-convertible preference shares and in non-puttable ordinary and preference
shares are measured:

. at fair value with changes recognised in the Statement of Comprehensive Income if the shares
are publicly traded or their fair value can otherwise be measured reliably;
. at cost less impaininent for all other investments.

Financial assets that are measured at cost and amortised cost are assessed at the end of each
reporting period for objective evidence of impairment. If objective evidence of impairment is found, an
impairment loss is recognised in the Statement of Comprehensive Income.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset's carrying amount and the present value of estimated cash flows discounted at the
asset's original effective interest rate. If a financial asset has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate determined under the
contract.

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate of the recoverable amount, which is
an approximation of the amount that the Company would receive for the asset if it were {0 be sold at

the reporting date.

Financial assets and liabilities are offset and the net amount reported in the Statement of Financial
Position when there is an enforceable right to set off the recognised amounts and there is an
intention to settle on a net basis or to realise the asset and settle the liability simultaneously.

2.10 Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of fransaction costs, and are measured subsequently at
amortised cost using the effective interest method.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018 -

Accounting policies (continued)

2.11 Share-based payments

Where the Company's parent, Vislink Technologies Inc., has granted rights to its equity instruments
to the employees of the Company, such arrangements are accounted for as equity-settled share-
based payment arrangements,

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. The fair value excludes the
effect of non-market-based vesting conditions. Details regarding the determination of the fair value of
equity-settled share-based transactions are set out in note 21.

The fair value determined at the grant date of the equity-settled share-based payments is expensed
on a straight-line hasis over the vesting period, based on the Group's estimate of equity instruments
that will eventually vest. Fair value is measured by use of the Black-Scholes pricing model. The
expected useful life used in the model has been adjusted, based on management's best estimate, for
the effects of non-transferability, exercise restrictions, and behavioural considerations.

Share options granted to employees are cancelled when employees cease to work for the Company,
unless otherwise agreed by the directors of the Company. The cancellation results in immediate
derecognition of the expenses that would have arisen over the remainder of the original vesting
period. .

Any movements in the fair ~value of the share-based payments is recognised in other reserves and
subsequently recharged to' Vislink Technologies !nc via a capital contribution resulting in a réversal
of the charge within reserves.

2.12 Foreign currency translation
Functional and presentation currency
The Company's functional and presentational currency is GBP.
Transactions and balances

Foreign currency transactions are translated into the functional currency using the spot exchange
rates at the dates of the transactions.

At each period end foreign currency monetary items are translated using the closing rate. Non-
monetary items measured at historical cost are translated using the exchange rate at the date of the
transaction and non-monetary items measured at fair value are measured using the exchange rate
when fair value was determined.

Foreign exchange gains and losses resulting from the seftlement of transactions and from the
translation at period-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the Statement of Comprehensive Income.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are
presented in the Statement of Comprehensive Income within ‘finance income or costs'. All other
foreign exchange gains and losses are presented in the Statement of Comprehensive Income within
‘other operating income'.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Accounting policies (continued)

2.13 Finance costs

Finance costs are charged to the Statement of Comprehensive Income over the term of the debt
using the effective interest method so that the amount charged is at a constant rate on the carrying
amount. Issue costs are initially recognised as a reduction in the proceeds of the associated capital

instrument.
2.14 Operating leases: the Company as lessee

Rentals paid under operating leases are charged to the Statement of Comprehensive Income on a
straight line basis over the lease term.

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the lease term, unless another systematic basis is representative of the time
pattern of the lessee's benefit from the use of the leased asset.

2.15 Pensions

Defined contribution pension plan

The Company operates a defined contribution plan for its employees. A-déﬁned contribution plan is a
"+ pension plan under which the Company pays fixed contributions into a separate entity. Once the
contributions have been paid the Company has no further payment obligations.

The contributions are recognised as an expense in the Statement of Comprehensive Income when
they fall due. Amounts not paid are shown in accruals as a liability in the Statement of Financial
Position. The assets of the plan are held separately from the Company in independently administered
funds.

2.16 Interest income

Interest income is recaognised in the Statement of Comprehensive Income using the effective interest
method.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

2,

Accounting policies {continued)

2.17 Taxation

Tax is recognised in the Statement of Comprehensive Income, except that a charge attributable to an
Item of income and expense recognised as other comprehensive income or to an item recognised
directly in equity is also recognised in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been
enacted or substantively enacted by the reporting date in the countries where the Company operates
and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Statement of Financial Position date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits; and
. Any deferred tax balances are reversed if and when all conditions for retaining associated tax

allowances have been met.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined

" using tax rates and laws that have been enacted or substantively enacted by the reporting date.

2.18 Research and development

In the research phase of an internal project it is not possible to demonstrate that the project will
generate future economic benefits and hence all expenditure on research shall be recognised as an
expense when it is incurred. [ntangible assets are recognised from the development phase of a
project if and only if certain specific criteria are met in order to demonstrate the asset will generate
probable future economic benefits and that its cost can be reliably measured. The capitalised
development costs are subsequently amortised on a straight line basis over their useful economic
lives, which range from 3 to 6 years,

If it is not possible to distinguish between the research phase and the development phase of an
internal project, the expenditure is treated as if it were all incurred in the research phase only.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Judgements in applying accounting policies and key sources of estimation uncertainty

When preparing the financial statements, management makes a number of judgements, estimates and
assumptions about the recognition and measurement of assets, liabilities, income and expenses.

3.1 Significant management judgements

Recognition of deferred tax assets

The extent to which deferred tax assets can be recognised is based on an assessment of the probability
that future taxable income will be available against which the deductible temporary differences and tax
loss carry-forwards can be utilised. In addition, significant judgement is required In assessing the impact of
any legal or economic limits or uncertainties in tax jurisdictions (see Note 2.17).

3.2 Estimation uncertainty

Stocks

Management estimates the net realisable values of inventories, taking into account the most reliable
evidence available at each reporting date. The future realisation of these inventories may be affected by
“future technology or other market-driven changes that may reduce future selling prices or its use.

Debtors

Management estimates the recoverabxhty of is debtors in its fi nanclal statements which requires

management.to make judgements. The judgements, estimate and associated assumptions necessary to . -

calculate these provisions are based on historical experience and other reasonable factors.
Useful lives of tangible fixed assets

Depreciation is provided so as to write down the assets to their residual values over their estimated useful
economic lives as set out in the Company's accounting policy. The selection of these estimated lives
requires the exercise of management judgment. Useful lives are regularly reviewed, and should
management's assessment of useful lives shorten then depreciation and amortisation charges in the
financial statements would increase and the carrying amounts of the tangible fixed assets

would reduce accordingly.

Share based payments

Management estimates its expense in relation to share based payments. The estimation takes mto
--account the number of years the participants will stay with the Company. - -
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover

An analysis of turnover by class of business is as follows:

13 December

31 2016 to

December 371 December

2018 2017

£ £

Sale of products 18,304,779 18,979,419

Analysis of turnover by country of destination:

As restated
13 December

31 2016 to

December 31 December

2018 2017

£ £
United Kingdom 2,684,487 3,200,842
Rest of Europe 5,971,565 . 5,644,507

Rest of the world oo _ 9,648,727 70,134,070

18,304,779 18,979,419

Other operating income

13 December

31 2016 to
December 37 December
2018 2017

£ £

Other operating income 26,406 -
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Operating loss

The operating loss is stated after charging:

Research & development charged as an expense
Exchange differences

Defined contribution pension cost

Depreciation charge

Auditor's remuneration

Fees payable to the Company's auditor and its associates for the audit of
the Company's annual financial statements

Fees payable to the Company's auditor and its associates in respect
of:

Taxation compliance services
Assistance with accounts preparation

13 December
2016 to

31 December 37 December

2018
£

199,960
361,769
172,371
243,424

2017
£

277,200
219,251
118,496
579,734

13 December

31 2016 to
December 37 December
2018 2017
£ £
28,000 23,000
9,075 7,500
1,000 -
10,075 7,500
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Employees

Staff costs, including directors' remuneration, were as follows:

13 December

31 2016 to
December 371 December
2018 2017
£ £
Wages and salaries 4,473,663 4,237,586
Sacial security costs 429,789 419,320
Cost of defined contribution scheme 172,371 118,496
5,075,823 4,775,402
The average monthly number of employees, including the directors, during the year was as follows:
2018 2017
No. No.
Employees ' 90 94
Directors' remuneration
13
December
2016 to
31 31
December December
2018 2017
£ £
Directors' emoluments T ' 127,333 167,242
Company contributions to defined contribution pension schemes 5,972 8,219
133,305 175,461

During the year retirement benefits were accruing to 2 directors (2017: 1) in respect of defined

contribution pension schemes.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

10.

1.

12,

Interest receivable

Other interest receivable

Interest payable and similar expenses

Bank interest payable
Other interest payable

Taxation

Corporation tax

Current tax on profits for the year - research and development

Total current tax

Deferred tax

Total deferred tax

Taxation on (loss)/profit on ordinaryAactivities

13 December

2016 to

31 December 371 December
2018 2017

£ £

47 8

13 December

2016 to
31 December 371 December
2018 2017

B A £

- 5

15,411 - 450
15,411 > 455

13 December

2016 to

31 December 371 December

2018 2017

£ £
{345,868) -
(345,868) -
(345,868) -
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

12,

Taxation {continued)

Factors affecting tax charge for the year/period

The tax assessed for the year/period is higher than (2077 higher than) the standard rate of corporation tax
in the UK of 19% (2017: 19.28%). The differences are explained below:

13 December
2016 to
31 December 37 December
2018 2017
£ £
Loss on ordinary activities before tax {1,822,625) (4,642,176)
Loss on ordinary activities multiplied by standard rate of corporation tax in :
the UK of 19% (2017: 19.28%) - - -+ (346,299) {895,012)
Effects of:
Expenses not deductible for tax purposes, other than goodwill amortisation ~ ' o
and impairment 212,692 130,017
Unrelieved tax losses carried forward - - 133,607 764,995
Research and development claims (345,868) -
Total tax charge for the year/period (345,868) -

At 31 December 2018, the Company has an unrecognised deferred tax asset of £1,061,026 (2017:
£701,000). In accordance with the Company's accounting policy this amount has not been recognised in
the financial statement due to the uncertainty surrounding the timing of future taxable profits available for
offset.

Factors that may affect future tax charges

“ During the prior period; the-main rate of UK corporation tax reduced from 20% to 19% with-effect from 1

April 2017, and the tax rate will reduce further to 17% from 1 April 2020. These changes have been
substantively enacted at the Statement of Financial Position date. Temporary differences have been
measured using the enacted tax rates that are expected to apply when the liability is settled or the asset
realised.
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

13.

14.

Tangible fixed assets

Leasehold Plant and Fixtures and Computer
improvements  machinery fittings equipment Total
£ £ £ £
Cost or valuation
At 1 January 2018 200,068 1,199,686 178,321 168,457 1,746,532
Additions - 4,036 - 5,430 9,466
At 31 December 2018 200,068 1,203,722 178,321 173,887 1,755,998
Depreciation
At 1 January 2018 23,728 427,882 87,429 40,695 579,734
Charge for the year 26,160 136,541 19,837 60,886 243,424
At 31 December 2018 . 49,888 564,423 107,266 101,581 823,158
Net book value
At 31 December 2018 . ..150,180 639,299 71,055 72,306 932,840 .
At 31 December 2017 176,340 771,804 90,892 127,762 1,166,798
Stocks
2018 2017
£ £
Work in progress 856,849 1,522,650
Finished goods and goods for resale 5,032,722 4,929,001
e - 5,889,571 . 6,451,651 ..

Stock recognised in cost of sales during the period as an expense was £9,710,624 (2017: £9,659,025)
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

Debtors
2018 2017
£ £
Trade debtors 2,472,742 2,121,126
Amounts owed by group undertakings 353,056 2,181,693
Other debtors 479,089 433,676
Prepayments and accrued income 382,491 330,843
Corporation tax recoverable 345,868 -

4,033,246 5,067,338

Cash and cash equivalents

2018 2017
£ £

Cash at bank and in hand 234,614 1,132,030

Creditors: Amounts falling due within one year

As restated

2018 2017

£ £

Trade creditors 2,391,372 4,842,926
Amounts owed to group undertakings 2,542,022 1,753,867
Other taxation and social security 163,821 127,322
Other creditors 25,476 28,510
Accruals and deferred income 1,638,200 1,259,055

6,760,891 8,011,680
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INTEGRATED MICROWAVE TECHNOLOGY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

18.

19.

20.

Financial instruments

2018
£
Financial assets
Financial assets measured at amortised cost 3,370,330
Financial liabilities
Financial liabilities meas_ured at amortised cost (6,427,899}

2017

5,434,849

(7,855,848)

Financial assets that measured at amortised cost comprise cash at bank and in hand, trade debtors,

other debtors and amounts owed by group undertakings.

Financial liabilities measured at amortised cost comprise trade creditors, amounts owed to group

undertakings, other creditors and accruals.

Share capital

2018
£

Allotted, called up and fully paid
1,000 (2017: 1,000) Ordinary shares of £1.00 each 1,000

2017:u
£

1,000

Each share has full voting, dividend and distribution rights.

Reserves

Share-based payment reserve

Represents the fair value change of share-based payments in issue.
Other reserves

Other reserves consists of a capital contribution.

Profit and loss account

Profit and loss accounts includes all current and prior period retained profits and losses.
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21,

Share based payments

On 24 March 2017, under the 2013 Option plan, Vislink Technologies Inc., the ultimate parent
undertaking of the Company, issued 150,000 ten years options to a director with an exercise price of
$1.55 per share. The fair value of the options granted on 24 March 2017 was estimated on the date of
grant using the Black-Scholes option pricing mode! with the following assumptions: risk free interest
rate of 1.90%, dividend yield of -0-%, volatility factor of 286.51% and the expected life of options is 6.00
years. The Company estimates forfeiture and volatility using historical information of our stock price.
The risk-free interest rate is based on the implied yield available on U.S. Treasury zero-coupon issues
over the equivalent lives of the options. The expected life of the options represents the estimated period
of time until exercise giving consideration to the contractual terms.The Company has not paid dividends
on common stock and no assumption of dividend payment is made in the model. The options vest at
one third on 24 March 2018, one third on 24 March 2018 and one third on 24 March 2020.

On 1 July 2017, under the 2017 Incentive Compensation plan, Vislink Technologies Inc., the ultimate
parent undertaking of the Company, issued 2,115,000 ten years options to employees of the Company
with an exercise price of $1.62 per share. The fair value of the options granted on 1 July 2017 was
estimated on the date of grant using the Black-Scholes option pricing model with the following
assumptions: risk free interest rate of 1.84%, dividend yield of -0-%, volatility factor of 283.93% and the
expected life of options is 6.00 years. The Company estimates forfeiture and volatility using historical
information of our stock price. The risk-free interest rate is based on the implied yield available on U.S,
Treasury zero-coupon issues over. the equivalent lives of the options. The expected life of the options
represents the estimated period of time until exercise giving consideration to the contractual terms.
The Company has not paid dividends on common. stock and no assumption of dividend payment is
made in the model. The options vest at one third on 1 July 2018, one third on 1 July 2019 and one third
on 1 July 2020. : . :

On 16 November 2017, under the 2017 Incentive Compensation plan, Vislink Technologies Inc., the
ultimate parent undertaking of the Company, issued 135,150 ten years options to employees with an
exercise price of $1.54 per share. The fair value of the oplions granted on 16 November 2017 was
estimated on the date of grant using the Black-Scholes option pricing model with the following
assumptions: risk free interest rate of 1.98%, dividend vield of -0-%, volatility factor of 281.91% and the
expected life of options is 6.00 years. The Company estimates forfeiture and volatility using historical
information of our stack price. The risk-free interest rate is based on the implied yield available on U.S.
Treasury zero-coupon issues over the equivalent lives of the options. The expected life of the options
represents the estimated period of time until exercise giving consideration to the contractual terms.
The Company has not paid dividends on common stock and no assumption of dividend payment is
made in the model. The options vest at one third on 16 November 2018, one third on 16 November
2019 and one third on 16 November 2020.

- On 11-April 2018, under the 2017 - incentive- Compensation plan, Vislink Technologies Inc. issued -

180,000 ten years options to employees of the Company with an exercise price of $0.83 per share. The
fair value of the options granted on 11 April 2018 was estimated on the date of grant using the Black-
Scholes option pricing model with the following assumptions: risk free interest rate of 2.63%, dividend
yield of -0-%, volatility factor of 149% and the expected life of options is 6.00 years. The Company
estimates forfeiture and volatility using historical information of our stock price. The risk-free interest
rate is based on the implied yield available on U.S. Treasury zero-coupon issues over the equivalent
lives of the options. The expected life of the options represents the estimated period of time until
exercise giving consideration to the contractual terms. The Company has not paid dividends on
common stock and no assumption of dividend payment is made in the model. The options vest at one
third on 11 April 2019, one third on 11 April 2020 and one third on 11 April 2021.
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21,

22,

23.

Share based payments (continued)

Weighted Weighted
average average
exercise price exercise price
£ Number £ Number
2018 2018 2017 2017
Qutstanding at 1 January 1.61 2,400,000 - -
Granted during the year 0.83 180,000 1.61 2,415,000
Forfeited during the year (1.59) {675,000) (1.62) (15,000)
157 1,905,000 1.61 2,400,000
Outstanding at 31 December
Exercisable at 31 December - : - -
2018 2017
£ £
Equity-settled schemes - share-baséq payment charge for the period 885,918 477,892

Pension commitments

The Company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the Company in an independently administered fund. The pension cost charge
represents contributions payable by the Company to the fund and amounted to £172,371 (2017:
£110,277). Contributions totaling £25,477 (2017: £27,917) were payable to the fund at the Statement of
Financial Position date and are included in creditors.

Commitments under operating leases

At 31 December 2018 the Company had future minimum lease payments under non-cancellable
operating leases as follows:

2018 2017

£ £

Not later than 1 year 475,926 649,942
Later than 1 year and not later than 5 years 1,003,922 1,424,974
Later than 5 years 55,000 495,000

1,534,848 2,569,916
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24,

25,

26.

Related party transactions
Key management personnel remuneration for the period totaled £230,063 (2017 £384,010).

The Company recognised revenue of £797,494 (2017: £1,452,070) arising from transactions with group
members.

Amounts owed by and to group undertakings are non-interest bearing, payable upon demand and
unsecured. '

Contingencies

The Company has an agreement regarding Specific Credit Balance dated 21 April 2017. This resulted to
fixed charges over the assets of the Company, both present and future, as at year end. The charge was
satisfied in full in April 2019.

The Company entered in a debenture agreement with a bank in June 2019, As a result of this, fixed and
floating charges were made over the assets of the Company.

Controlling party

The immediate parent undertaking is Integrated Microwave Technology LLC, a company incorporated in
the United States. ‘

THe ultimate parent undertaking and bonirolling party is Vislink Tedhnolégies, Inc. (former xG Technology,
Inc.), a company incorporated in the United States. Copies of the group financial statements are available
from 2405 Pineapple Avenue, Suite 701, Sarasota FL, 34236.
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