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RIBBON COMMUNICATIONS UK LIMITED

STRATEGIC REPORT

The directors present thelr strategic report of Ribbon Communications UK Limited (previously “GENBAND
Telecommunications UK Limited”) (‘the company’) for the year ended 31 December 2018,

BUSINESS UPDATE

Effective 27 October- 2017, GENBAND Holdings Company, the then ultimate parent company of the company,
together with two affillated companies, GENBAND, Inc. and GENBAND .II, Inc. (GENBAND Holdings. Company,
GENBAND, Inc. and GENBAND II, Inc. collectlvely referred-to as “GENBAND") merged with Sonus Networks, Inc.
("Sonus”), an unrelated publicly traded company in the United States, and became. Ribbonh Communications Inc.
¢ Ribbon”), a publicly traded corporation in the United States under-the NASDAQ symbol "RBBN”, As a result of
this merger; Ribbon became the uftimate parent.company of the compariy.

FUTURE DEVELOPMENTS

The directors plan to continue to develop the activities of the company.

REVIEW OF THE BUSINESS

The principal activity of the company Is the performance of sales and marketing actlvities and technical services
on behalf of the Ribbon group. The company also has some third party trading activities, In the provision of IP
infrastructure and application solutions to customers In the UK.

The results of the company for the year, as set out on page 11, show a profit after tax of £564,327 (2017:
£918,022). The directors consider the results for the year to be satisfactory.

The directors monitor the progress of the company by reference to the following KPIs:

2018 2017
Operating profit margin 6.1% 7.8%
Current ratio o 3.2:1 29:1

Ribbon provides secure real time communications software, hardware and cloud-natlve solutlons for service
providers and enterprises. Ribbon's communications solutions are widely deployed at over 1,000 customers
globally, provide high scale, rellablllty and performance, and are deployable from the public, prlvate and hybrid
cloud, in-network or on the enterprise premises.

The process of risk management is addressed through a framework of policies, procedures and internal controls.
The company’s financlal risk management programme Is outlined in the Directors’ Report on page S.

The directors plan to continue to develop the activitiés of the company.

PRINCIPAL RISKS AND UNCERTAINTIES

Communication service providers are seeing continulng market drivers that put pressure on thelr existing business
models. As a result of these forces, service providers are embracing the key trends of cloud, mobile, over the top
applications and user experience to drive competitive differentiation and cost structure. As these trends evolve,
the Ribbon group will continue to lead the migration of legacy communications trafﬂc to real time IP-based
networks. The company is guided by a forward-thlnklng leadership team that is focused on continual innovation
and providing Its global customer base with best-in-class solutions and services.

Brexit could cause disruptions to and create uncertainty surrounding our buslness and operations in the United

Kingdom, including affecting relationshlps with exishng and future customers, suppliers and employees. The
effects of Brexit will depend on any agreements the United KiIngdom makes to retaln access to European Unlon
markets either during a transitional period or more permanently.




RIBBON COMMUNICATIONS UK LIMITED

STRATEGIC REPORT - CONTINUED

In addition, Brexit could lead to legal uncertalnty and potentlally divergent national laws and regulations as the
United Kingdom determines which European Unlon laws to replace or-réplicate. These developments in turn may
inhibit our sales and mobillity of our personnel. If the United Kingdom and the European Union are unable to
negotiate acceptable withdrawal terms or if other Member States pursue withdrawal, barrier-freée access between
the United Kingdom and other Member States or among_ the European economic aréa-overall could be diminished
or eliminated. Additionally, political Instabillty in the European Union as a result of Brexlt may result in a material
negative effect on credit markets and foreign direct investments in the European Unlon and United Kingdom.
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RIBBON COMMUNICATIONS UK LIMITED

DIRECTOR’S REPORT

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

'PRINCIPAL ACTIVITY

The principal activity of the company Is the performance of sales and marketing activities and technlcal services
on behalf of the Ribbon group. The company also has some third party trading activities, In the provision of IP
infrastructure and’ application solutions to customers in the UK. The Rlbppn group provides secure real-time
communications software, hardware and cloud-natlve solutions for service providers and enterprises,

RESULTS AND DIVIDENDS

Thé results for the year are set out in the profit and loss account on page 11. The company's profit for. the
financial year was £564,327 (2017: £918,022). The directors do not recommend payment of a dividerd (2017:
Nil).

FINANCIAL RISK MANAGEMENT

The company's operations expose it to a variety of financial risks that include the effect of changes In debt market
prices, foreign exchange risk; credit risk, liquidity risk and Interest.rate risk. The ¢ompany in conjunction with its
parent, Ribbon Communications Inc., has In place a risk management programme that 'seeks to manage the
financla! exposures of the company. .

Given the size of the company, the directors have not delegated the responsibllity of monitoring financial risk
managément to a sub-committee of the board. The policies are set by the board, of diréctors and are implemented
by the company's finance department. The Ribbon group has a policy and procedures manual that sets out specific
guidelines to manage Interest raté risk, credit risk and other financial risks and circumstances where it would be
appropriate to use financial instruments to manage these.

Price risk i

The company's directors oversee the pricing of the company's products and services in the market and are
satisfied that the procedures in this area are appropriate. The directors wiil revisit this assessment should the
company's operations change. The company has no exposure to equity securltles price risk

Credit risk
The company has implemented policies that requlre approprlate credit checks on third party customers before
credit sales are made.

Forelgn exchange risk *

The company Is exposed to foreign exchange risks in the normal course of business. The company's policy on
mitigating the effect of foreign currency exposuré is to minimise the amount of forelgn currency balances
outstanding at any time. The company does not engage In any foreign currency hedging. The majority of the
company's transactions are denominated In Sterling.

Liquidity risk
The company is equity financed and has no external debt.

Interest rate and cash flow risk
The company's only interest income arises on Intercompany balances. ‘The company does not have any Interest
bearing liabilities.




RIBBON COMMUNICATIONS UK LIMITED

DIRECTOR’S REPORT - CONTINUED

The directors who held office during the year and since the year end are detailed below. Unless otherwise
indicated they served as directors for the full year:

Graham Heath
Daryl Raiford

“Jody Bishop resigned as director on 28 February 2018 and Daryl Raiford was appointed director on 28 February
2018.

RESEARCH AND DEVELOPMENT

The company dogs engage in research and development activities on behalf of the Ribbon group. This actlvlty Is
mainly directed towards the development of néxt generation IP Media, high performance gateway solutions,
sesslon border, fixed moblle convergence, IMS, video, and mobile.or fixed broadband data solutions.- Research and
development costs are recharged to other companies in the Rlbbon group in accordance with the group's transfer
pricing structure,

POST BALANCE SHEET EVENTS

There have been no significant events affecting the company since the balance sheet date

POLITICAL DONATIONS

The cofnpany did not make any political donations in either year.

AUDITOR

Each of the persons who Is a director at the date of approval of this report confirms that:

(1) So far as the directors are aware, there is no relevant audit information of which-the company’s auditors are
unaware;

and

(2) The directors have taken all 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.

This confirmation is given and should be interpreted in accordance with the provisions of S418 of the Companies ‘Act
2006.

A resolution to reappoint Deloitte Ireland LLP will be proposed at the forthcoming Annual General Meeting.

Approved by the Board and signed on its behalf by

Date: %Q Q@Pl 2,0//5,.




RIBBON COMMUNICATIONS UK LIMITED

DIRECTOR’S R_E§PONSIBI!.ITIES STATEMENT

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

Company law requires the dlrectors to prepare financlal statements for each financial year. Under that law the
directors has elected to prepare the ﬂnanclal statements n accordance with. United Klngdom Generally Accepted
Accounting Practice (United Kingdom Accountlng Standards and appllcable law) lncludlng FRS 102 “The Finariclal
Reporting Standard appllcable In the UK and" Republlc of Ireland”. Under company law. the.-directors must not
approve the financial statements unless they are satisfiéd that they give a trué and fair vlew of the: state of affalrs
of the company and of the profit or loss of the company for that period:. in’ preparing these financial” statements,
the directors are required to:

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

» prepare the financlal statements on the going concern basis unless it Is Inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping: adequate accounting records that are sufficlent to show and explaln 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 corply ‘with the’ ‘Companles Act 2006. They are also
responsible for safeguarding the assets of the company and hence-for: taking reasonable steps for the prevention
and detection of fraud and other-irregularities.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
RIBBON COMMUNICATIONS UK LIMITED

Report on the audit of the financial statements

Opinion
In our opinion the financial statements of Ribbon Communications UK Limited (the ‘company’);
e glve a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for
the year then ended;
¢ have been properly prepared In accordance with United Kingdom Generally Accepted Accounting Practice
including Financial Reporting Standard 102 “The Financial Reporting Standard applicable In the UK and
Republic of Ireland; and
+ have been prepared In accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of RIbbon Communications UK Limited (the ‘company’) which comprise:
¢ the statement of comprehensive income;
* the balance sheet;
« the statement of changes in equity;
« the related notes 1 to 20.

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).

Basis for opinion ’

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibllities under those standards are further described in the auditors’ 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 Financial Reporting Council’s (the FRC’s) Ethical Standard, and we have
fulfilled our other ethical responsibilitles in accordance with these requirements. We believe that the audit evidence
we have obtained Is sufficlent and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We are required by ISAs (UK) to report in respect of the following matters where:

. the director’s use of the going concern basis of accounting In preparation of the financial statements Is not
appropriate; or
. the director has not disclosed in the financial statements any identifled material uncertainties that may cast

significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the financial statements are authorised for issue.

We have nothing to report in respect of these matters.

Other information

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

In connection with our audit of the financlal statements, our responsibility is to read the other information and, in
doing so, consider whether the other Information is materially inconsistent with the financlal 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 rebon in respect of these matters.

Continued on next page/
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/Continued from previous page

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
RIBBON COMMUNICATIONS UK LIMITED (CONTINUED)

Responsibilities of the director

As explained more fully in the director’s responsiblilities statement, the director is 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 director determines is necessary to enable the preparation of financlal statements that are free from
material misstatement, whether due to fraud or error,

In preparing the financial statements, the director is 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 director elther intends to liquidate the company or to cease operatlons, or
have no realistic alternative but to do so. )

Auditor’s responsibilities for the audit of the financial statements

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

As part of an audit in accordance with ISAs (UK), the auditor exercises professional judgment and maintains
professional scepticism throughout the audit. The auditor also:

. Identify and assess the risks of material misstatement of the entity’s financial statements, whether due to
fraud or error, designs and performs audit procedures responsive to those risks, and obtains audit evidence
that is sufficlent and appropriate to provide a basis for the auditor’s opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control.

. Evaluate the appropriateness of accounting policles used and the reasonableness of accounting estimates
and related disclosures made by the director.
. Conclude on the appropriateness of the director’s use of the going concern basis of accounting and, based

on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the entity’s ability to continue as a going concern. If the auditor concludes
that a material uncertainty exists, the auditor is required to draw attention in the auditor’s report to the
related disclosures in the financial statements or, if such disclosures are Inadequate, to modify the auditor’s
opinion. The auditor's conclusions are based on the audit evidence obtained up to the date of the auditor’s
report. However, future events or conditions may cause the entity to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financlal statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any signlificant deficiencies in internal control that the
auditor identifies during the audit.

Continued on next page/
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
RIBBON COMMUNICATIONS UK LIMITED (CONTINUED)

Report on other legal and regulatory requirements

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 director’s report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and
o the strategic report and the director's report have been prepared in accordance with applicable legal

requirements.

In the light of the knowledge and understanding of the company and Its environment obtained In the course of the
audit, we have not identifiled any material misstatements in the strategic report or the director’s report.

Matters on which we are required to report by exception
Under the Companles Act 2006 we are required to report in respect of the following matters if, in our opinlon:
s 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 not in agreement with the accounting records and returns; or
e certain disclosures of director’s remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit,

We have nothing to report in respect of these matters.

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 audltor’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.

Gerard Casey (Senid¥ Statutory Auditor)
For and on behalf of Deloitte Ireland LLP
Statutory Auditor

Galway Financlal Services Centre
Moneenageisha Road

Galway, Ireland

Date: 30 September, 2019
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RIBBON COMMUNICATIONS UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
£ £
(As restated)

TURNOVER ‘ 3 9,912,123 12,406,731
Cost of sales 9,404 (1,287,524)
GROSS PROFIT 9,921,527 11,119,207'
Adminlistrative expenses ) (9,320,195) (10,151,484)
OPERATING PROFIT 601,332 967,723
Interest recelvable and similar income 5 119,427 . 121,397
PROFIT ON ORDINARY ACTIVITIES ) '
BEFORE TAXATION . : 6 720,759 © 1,089,120
Tax on-profit on ordinary activities 9 (156,432) (171,098)

PROFIT FOR THE FINANCIAL YEAR ATTRIBUTABLE i
TO THE EQUITY SHAREHOLDERS OF THE COMPANY 564,327 918,022

Other comprehenslive income for the financial year - -

" TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE
TO THE EQUITY SHAREHOLDERS OF THE COMPANY 564,327 918,022

All recognised galns and losses for both the current financlal year and previous financial year are included In the
statement of comprehensive income. All of the above result from contlnuing operations.

11




RIBBON COMMUNICATIONS UK LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2018

Note 2018 2017
£ £
(As restated)

FIXED ASSETS

Tangible assets 10 194,395 ’ . 336,061

CURRENT ASSETS .

Debtors (Amounts falling due within one financial year) 11 12,988,502 12,643,113

Cash at bank and’in hand 254,266 -
13,242,768 12,643,113

CREDITORS (Amounts falling due '

within one year) 12 (4,183,274) (4,289,612)

NET CURRENT ASSETS ' 9,05_9,494 8,353,501

TOTAL ASSETS LESS CURRENT LIABILITIES 9,059,494 8,353,501

NET ASSETS ) 9,253,889 8,689(562

CAPITAL AND RESERVES

Called up share capital 13 100 - 100

Capital contribution . ’ 14 4,564,329 4,564,329

Retained earnings 4,689,460 4,125,133

SHAREHOLDERS' FUNDS 9,253,889 8,689,562

The financia! statements of Ribbon Communications UK Limited, 04992536, were approved by the director on
and signed on Its-behalf by: .

ey

GRAHAM HEATH
DIRECTOR
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RIBBON COMMUNICATIONS UK LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED. 31 DECEMBER 2018

Calted up Capital Retained ’
Share capital Contribution Earnings Total
£ £ £ £
AT 1 JANUARY 2018 100 4,564,329 4,125,133 8,689,562
Total comprehensive income - - 564,327 564,327
AT 31 DECEMBER 2018 100 4,564,329 4,689,460 9,253,889
In respect of prior financial year:
Called up Capital Retained
Share capital Contribution Earnings - Total
£ . £ £ £
AT 1 JANUARY 2017 100 4,564,329 3,207,111 7,771,540
Total comprehensive income as restated (Note 19) - - 918,022 918,022
Credit relating to equity settled share
based payments . - - 116,179 116,179
Charge from parent for equity settled )
share based payments - - (116,179) (116,179)
AT 31 DECEMBER 2017 . 100 4,564,329 8,689,562

4,125,133

13




RIBBON COMMUNICATIONS UK LIMITED. _

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

ACCOUNTING POLICIES

The significant accounting policies adopted by the company are as follows:

GENERAL INFORMATION AND BASIS OF ACCOUNTING

Ribbon Communications UK Limited sells real time communications: software solutions to servlce providers,
enterprises, independent software vendors, systems Integrators and developers.

Ribbon Communications UK Limited is a company limited by shares and is incorporated in the United
Kingdom and registered in England. The address of Its reglstered ofﬁce i$ Bray. House, 4.Maldenhead Office
Park Maldenhead, Berkshire SL6-3QH, England. The company'’s- reglstered ‘number is 04992536.

The Immediate parent undertaking of Ribbon Communications UK Limited is GENBAND Holdings- BV, a
company Incorporated in the Netherlands. The ultimate parent undertaking arid controlllng party is Ribbon
Communications Inc., a company Incorporated In Delaware, USA,

The smallest and largest group to.consolidate the financial statements. of Ribbon Communications UK Limited
Is that headed by Ribbon Communications Int. Rlbbon Communlcations Inc. ﬂnanclal statements are
publically available as part of the filings required- by the United States (US) Securltles and" Exchange
Commisslon (SEC).

These financial statements are the company's separate. financlal statemerits.

STATEMENT OF COMPLIANCE

The entity's financlal statements have been prepared in accordance with United Kingdom Accounting
Standards, Including Financial Reporting Standard 102, "The Flnancial Reporting Standard applicable in the
United Kingdom and the Republic of Irelarid" ("FRS 102") and the Companies Act 2006.

BASIS OF PREPARATION

The entity's financial statements have been prepared on a going concern basls, under the historical cost
convention.

The preparation of .financlal statements in conformity with FRS. 102 requires the use of certain key
assumptions concerning the future, and other key sources of estimation uncertalnty at the reportlng date.
It also requires the diréctors to exercise thelr judgement In the.:process of applylng the company’s
accounting policles. There are no areas of the company’s flnanclal statements Involving a higher degree of
judgement or areas where assumptions and estimates have a- signlflcant risk of causing a material
adjustment to the carrying amounts of assets and labilities within the next financlal year.

" GOING CONCERN

The company meets its day-to-day working capital requirements. through its bank facilities and cash
generated from operations., After making enquiries, the directors have a reasonable expectation that the
company has adequate resources+to continue in operational existence for the foreseeable future, Therefore
these entity financlal statements have been prepared on a going concern basls,

DISCLOSURE EXEMPTIONS FOR QUALIFYING ENTITIES UNDER FRS 102

FRS 102 allows a qualifylng entity certain disclosure exemptions. The company is a quallfylng entity and
has taken advantage of the following disclosure exemptions for qualifying entities:

) Exemption from the requirements of Section 7 of FRS 102 and FRS 102 paragraph 3.17(d) to present
a statement. of cash flows.

(i) Exemptlon from the requirement of FRS 102 paragraph 33 7 to disclose key management personnel
compensation In total.

(i) Exemption from the disclosure of a.reconciliation of the number of shares outstanding at the
beginning and end of the period.

(iv) Exemption from certain financial instrument disclosure requirements of Section 11 of FRS 102,

(v) Exemption from certain disclosure requirement of Section 26 of FRS 102 in respect of share based
payments.

14 -




RIBBON COMMUNICATIONS UK LIMITED

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

1.

ACCOUNTING POLICIES - CONTINUED

FOREIGN CURRENCY

0]

()

Functional and presentation currency
The company’s functional-and presentation currency Is Sterlmg, denominated by the symbo} “£".

Transactlons and balances
Foreign currency transactions are translated Into the functlonal currency using the spot exchange
rates at the dates of the transactions.

At the end of each financlal year foreigh currency monetary items are translated to Sterling using the
closing rate. Non-monetary items measured at historlcal cost are translated using the exchange rate
at the date of the transaction.-

Forelgn exchange gains and losses resulting from the settlement of transactions @nd from the
translation at exchange rates at the end of the financial year of monetary assets and liabilities
denominated In forelgn currencles are recognised in the profit and loss account.

REVENUE RECOGNITION --See.Note 19

TURNOVER

The Company derives revenue from the sales. of telecommunications hardware and software
products, complex customised solutions, and servlces lncludlng post contract support, maintenance,
Installation and'training that are generally sold pursuant to a tontract, and the terms of the contract
taken as a whole determine the appropriate revenue recognition model to be applied. Product Sales
are defined as either the sale of a complete system (l.e. hardware and software when sold -as one
solution) or the sale of individual hardware or software.. The Company. recognises revenue based on
guldance outlined in group Revenue policy which aligns to FRS 102 when the contract Includes
hardware or hardware and software with the tangible product and the software deliverables
considered essential or integral to one another in forming a complete solution.

For product sales that do not require significant modification or customization of the underlylng
software, the-Company commences the recognition of revenie when the followlng criteria are met:
Identify the contract with the customer

Identify the performance obligation

Determine the transaction prlce

Allocate the transaction price to the performance obligations

Recognise revenue when (or as) the entity. satisflés a performance obligation

e

Particular attention should be glven in the following situations: The Company has future performance
obligations to the customer; when contingencies exist, such as customier acceptance, rlght of return,
refund, or other material rights, etc.

The following information will guide the determination of when the revenue recognition crlterla are
satisfied. This policy should be read in Its entirety. Professional judgment Is required in the final
determination of revenue recognition in many Instances.

1) Identify the contract with the customer

The Company’s standard and customary business practice is to sell products pursuant to a binding
written contract and a customer purchase order, Therefore, the following criteria must be met:

a.) All partles have approved the master customer agreement including amendments, a SoW or any
other legal document required no later than midnight (in the local time zone on the last day of the
reporting period) on the last day of the reporting perlod and are commttted to perform their
respective obligations

" b.) The entity can identify each party’s rights regarding the goods and servlces to be transferred

c.) The entity can identify each party’s payment terms for the goods and services to be transferred
d.) The arrangement has commercial substance

e.) It is probable that the. entity will collect the consideration to which it will be entitled In exchange
for the goods and services that will be transferred to the customer

15




RIBBON COMMUNICATIONS UK LIMITED

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

1.  ACCOUNTING POLICIES - CONTINUED
REVENUE RECOGNITION - Continued
'Turnover - continued
2) Identify the performance obligations in the Contract:

The Company Is required to identify the distinct goods or services promised in a contract (ie. un-
bundling). Distinct goods or services are-accounted for as. separate performance obllgatlons (PoB’s).
To quallfy as a PoB, each. promlse to thie customer must meet the critéria outlined below:

a.) A good or service (or a bundle of goods or servlces) that Is distinct
b.) A serles of distinct goods or services that are substantially the same and have the same pattern
of transfer to the customer

A promised éood or service Is distinct (and therefore a PoB) if both of the following criteria are met:

a.) Capable of belng distinct - the customer can benefit from the good or service either on its own or
together with- other resources that are readlly available to the customer

b.) Distinct within the context of the contract - the. Companys promise to transfer the good or
service to the customer is separately identifiable from other promises In the contract

3) Determine the transaction price:

The amount. of consideration an entity expects to be entitled to in exchange for the promised goods
or services in the contract. The transaction price-can be fixed. or variable because.of. discounting,
rebates, refunds, credits, concesslons, performance incentlves, penaltles or other similar items. The
Company must consider the following when determlnlng the transaction price:

a.) Varlable conslderatlon - When the transaction price Includes-a variable amount (associated . with
any itern described above) the Company is required to estimate the variable conslderation by using
either an expected value based upon probability or a maost likely. -amount whlchever is more
predictive of the amount to which the entity wlll.be entitled. Generally, Variable. Conslideration will
not be an element of any arrangement as all transactions are.fixéd and. determinable; however, In
sltuatlons involving creditworthiness, non-standard payment terms,- or risk of payment less than
what the Company would expect to receive after having transferred product or services to a
customer It will likely be utilised to constrain revenue.

b.) Slgnificant financing component — Adjustments for the time value of money are required if the
arrangement includes signlificant financing-component. For any arrangement Including payment
terms beyond one year, the Company wlll assess the facts and circumstances to determine if an
adjustment to he promised consideration is required.

4) Allocate the transaction price to the performance obligations in the Contract

The Company will allocate the transaction price to the performance obligations identified by using the
following approaches:

a.) Allocating the transaction price to the performance obligations based uppn stand-alonie selling
price )

b.) Allocating a discount to one or more, but not all, of the performance obligations in the contract
¢.) Allocating variable consideration to one or more, but not all, of the performance obllgatlons )]
the contract

d.) Allocating changes.in the transaction price to the performance obligations in the contract

-
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RIBBON COMMUNICATIONS UK LIMITED

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

1.

ACCOUNTING POLICIES - CONTINUED
REVENUE RECOGNITION ~ Continued

(i) Turnover - continued

" 5) Recognise revenue when (or as) the entity satisfles a performance obligation:

The Company shall recognise revenue when (or as) It satisfies its performance obligation by
transferring a promised good (Je. an asset) to a-customer. The asset |s transferred when (or as) the
customer obtains control of that asset. A slngle model (based on control) applles to all revenue
transactionis to determine when revenue should be recognised Control ‘of an asset s deflned as
“the ability to direct. the use of, and -obtain substantlally all of the ‘Femaining’ benefits. from the
asset”. Additional criteria for recognizing revenue Is as follows:’

a.) The “abllity” - the customer must have the present right to direct the use of the asset

b.) To diréct the use of the asset - means that the customer can (1) use the asset In its own
activitles; (2) allow the asset to be used in another entity’s -activities, or (3) restrict another entlty
from. using the asset

¢.) And obtain substantially all of the remajning benefits from the asset (using, consuming,
disposing of, selling, exchanging, pledging ot holding the asset)

The Company belleves that transfer of control must aiso meet additional criterla such as:

1.) The entity has-a present right to payment

2.) The customer has legal title to the asset

3.) The-entity has transferred physical possession. of the asset (must.not be consigned)
4.) The customer has the significant risks and rewards of ownershlp of the asset

5.) The customer has accepted the asset

5.0 SUPPORT AND MAINTENANCE REVENUE

Revenue pertalning to support and maintenance contracts are generally- recognised ratably over the
term of the support arrangement, provided the ‘other criteria. listed above are met, In the situation
with a multiple element arrangement where. the related produict sale. has been deferred, due to
Acceptance rights, any related maintenance to that specific product sale shall be deferred until such
time the product is deemed recognizable for revenue under this policy, at which point the
corresponding maintenance revenue would be recognlsed as well. Hlstorlcally, the Company would
cafve-out for any Implied maintenance period beginning ‘upon shlpment and, endlng at the time of
revenue recognition. For purposes of malntenance, “evidence of an arrangement" would be. elther a
currently effectlve service agreement or a customer. purchase order. In‘situations that lnclude ‘pald
for maintenance beginning upon completed |nsta|latlon, the Company will. lnc!ude an ‘implied
maintenance period and. allocate revenue accordingly. The Implied maintenance period is defined to
be the time from date of shipment to when lnstallation has been completed based upon historicat
transactions.

The support and maintenance perlod should commence at the time of transfer of control, generally
upon shipment or delivery, not upon expiration of the warranty, If a customer has substantive
Acceptance rights, the maintenance period commences upon acceptance of the product..

6.0 TRAINING AND PROFESSIONAL SERVICE REVENUE

Training Is generally recognised as the services are rendered, provided all other revenue recognition
requirements are met,

Professional services revenue Is generally recognised as the services are performed and transfer of
control takes place provided all other revenue recognition criteria are met.

INTEREST INCOME

The Company earns Interest income. Interest income Is recognlsed In the profit and loss account using the
effective Interest rate method. Interest Iricome Is presented as ‘interest receivable and similar income’ in
the profit and loss account. .
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RIBBON COMMUNICATIONS UK LIMITED

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

ACCOUNTING POLICIES - CONTINUED
REVENUE RECOGNITION. - Continued
DEFERRED COGS POLICY

The company defers costs for all customer sales arrangements In which there Is a deferral of revenue
recognition due to substantive acceptance. In thls .situatlon deferred costs. conslst of direct and associated
costs rélated to the arrangement, such as the cost of the hardware, lhstallation costs, third party costs and
other direct costs assoclated with the revenue.

These costs aré only deferred up to the fair value of the products or services being sold and are reviewed
for Impairment whenever events or changes in tlrcumstances indicate that the carrying amount may not be
recoverable.

The company will also defer costs if transfer of control has_not taken.place i.e. product.has shipped but not
delivered/transfer of contrel has not occurred based on-tustomer specific Tnco-terms.

EMPLOYEE BENEFITS

The company provides a range of benefits to employees, including short term employee benefits; such as
annual bonus.arrangements and pald holiday arrangements and post-employment benefits, In the form of a
defined contribution pension plan.

(1)  Short term employee benefits
Short term employee benefits, including pald holiday arrangements and other similar non-monetary
benefits, are recognised as an expense In the financial year in which employees render the related
service. The company operates an annual bonus plan for’ employees An expense Is recognlsed In the
profit and loss account when the ¢ompany has‘a present fegal or constructive obllgatlon to make
payments under the plan as a result of past events and a reliable estimate of the obligation can be
. made,

()  Defined contribution pension plan

The company operates a defined contribution plan for certaln employees. A defined contribution plan
is a pension plan under which the company pays fixed contrlbutlons into a separate entity and.has no
legal or constructive obligation to pay further contrlbutlons or to make direct benefit payments to
employees If the fund does not hold sufficient assets to pay all employee benefits relating to
employee service In the current and prior perlods. The assets of the plan are held separately from the
company In independently admlnlstered funds. The contributions to the defined contribution plan are
recdgnised as an expense when they are due. Amounts not paid are shown in accruals In- the balance
sheet.

(iif) Termination benefits
Termination benefits are payable when employment js terminated by the company before normal
retirement age or whenevér an employee accepts voluntary redundancy in exchange for these
benefits. The company recognises termination bénefits when it has a constructive or legal obligation
and can no longer withdraw the offer of those benefits. Benefits falling due more than 12 months
after the end of the reporting period are discounted to their present value,

(iv) Share based payments
Certain employees have recelved share based awards from the company’s ultimate parent company.
These awards are measured-at fair value at the grant date The awards are-recognised as an expense
in profit or loss, either on the grant date, If there Is no vesting perlod, or on a straight line basis over .
the vestlng perlod. A corresponding credit Is madé to equity to reflect the contribution from the
company's parent.

The company is charged by the ultimate parent for the cost of share based payments arrangements,
and such amounts are treated as a charge In equity.
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RIBBON COMMUNICATIONS UK LIMITED

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

ACCOUNTING POLICIES - CONTINUED

INCOME TAX

Income tax expense for the financial year comprises current and deferred. tax recognised in the ﬂnanclal
year. The income tax expense Is presented In the same component ‘of total comprehensive Income (profit:
and loss account or other comprehensive Income) or equity as the traisaction or other event that resulted
in the income tax expense,

Current or deferred taxation assets and liabllities are not discounted.

N0

)

Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the financial year
or past financlal years. Current tax is measured at the amount of current tax that is expected to be
paid using tax rates and laws that have been enacted or substantively enacted by the end of the
financlal year.

The directofs periodlcally evaluate positions taken in tax returtis with respect to situations in which
applicable tax’ regulation is subject to interpretation,” A cutrent tax- liability .is- recognlsed where
appropriate and measured on the basls of amouits expected to be paid to the tax-authoritles. -

Deferred tax

Deferred tax is recognised In respect of timing, differences, which. are differences between taxable
profits and total comprehensive income as stated in the financial’ statements These timing
differences arise from the Inclusion of income and expenses_in-tax assessments‘in financial years
different from those in which they are recognised in financial statements.

Deferred tax Is recognised on all timing differences at the end of each financial year with certain
exceptions. Unrelieved. tax losses and other deferred tax assets are recognlsed only when it is
probable that they. will be recovered agalnst the reversal of deferred tax Habllities or other future
taxable profits. '

Deferred tax Is measured using tax rates and laws that have been enacted. or substantively enacted

by the end of each financial year end and that are expected to apply to the reversal of the tlmlng
difference.
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RIBBON COMMUNICATIONS UK LIMITED

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

1.

ACCOUNTING POLICIES - CONTINUED
TANGIBLE FIXED ASSETS

Tanglble fixed assets are carried at cost less accumulated depreciation and accumulated impairment losses.
Cost includes the original purchase price and costs directly attributable to brlnglng the asset to the location
and condition necessary for its Intended use.

(1)  Leasehold improvements
Leasehold improvements are carried at cost less accumulated depreciation .and accumulated
Impairment losses.

()  Furniture and office equipment, computer equipment
Furniture and office equipment and computer equipment are carried at cost less accumulated
depreciation and accumulated. impalrment losses,

(i)  Lab and manufacturing equipment
Lab and manufacturing equipment, Is carried at cost less accumulated depreciation and accumulated
impalrment losses.

(iv) Depreclation and residual values
Depreciation on assets is calculated, using the straight-line method over their estimated useful Ilves,

as follows:

Leasehold Improvements Shorter of lease term or asset life
Furniture and office equipment S years
Computer equipment ) , 3 - S years
Lab and manufacturing equipment 2 - 5 years

The assets’ residual values and useful lives are reviewed, and adjusted, If appropriate, at the end of
each financial year. The effect of any change in either resldual values or useful lives is accounted for
prospectively.

(v) Subsequent additions and major components
* Subsequent costs, Including major Inspections, are Included in the asset's carrying amount or
recognised as a separate asset, as approprlate, only when it is probable that economic benefits
associated with the Ttem will flow to the comipany and the cost can-be measured rellably

The carrylng amount of any replaced.component |s derecognised. Major components are treated as
separate assets where they have significantly different patterns of. consumption of economic benefits
and are depreciated separately over their usefu! lives,

Repairs, mainténance and minor Inspection costs are expensed as incurred.

(vi) Derecognition
Tangible fixed assets are derecognised on disposal or when no future economic benefits are expected,
On disposal, the difference between the net dlsposal proceeds and the carrying amount is recognised
In profit or loss.

LEASED ASSETS

At Inception the company assesses arrangements that transfer the right to use assets. The assessment
considers whether the arrangement is, or contains, a lease based on the substance of the arrangement.

()] Operating leased assets
Leases that do not transfer all the risks and rewards of ownership to the lessée are classified as
operating leases. Payments under operating leases are charged to the profit and loss account on a
straight-line basis over the period of the lease.

(i)  Lease Incentives :
Incentives recelved to enter into an operating lease are recognlsed as a reduction of the operating
lease expense on a straight-line basis over the period of the lease.
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NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

ACCOUNTING POLICIES - CONTINUED
IMPAIRMENT OF NON-FINANCIAL ASSETS

At each balance sheet date non-financlal assets not carried at falr value are assessed to determine whether
there is an Indication that the asset (or assét’s cash generatlng unlt) may be Impalred. If there Is such an
indication the recoverable amount of the asset (or asset’s cash generating unit) Is compared to the carrying
amount of the asset (or asset’s cash generating unlt)

The recoverable amount of the asset {(or asset’s cash generating unit) is the higher of the fair value less - -
costs to.sell and value in use. Value In use Is defined: .a$ the present value of the future cash flows before
interest and tax obtainable as a result of the asset’s (or asset’s cash-generating unit) continued use. These
cash flows are discounted' using a pre-tax discount rate that represents the current market risk- free rate
and the risks inherent In the asset.

If the recoverable amount of the asset (or asset’s cash generating unit) is estimated to be lower than the
carrying amount, the carrying :amount is. reduced to its recoverable amoiunt. An lmpalrment loss is
recognised In the profit and loss account, unléss the asset ‘has been revalued when the amount Is
recognised in other comprehensive income to the extent of any previously recognised revaluation.
Thereafter any excess Is recognlsed in profit or loss.

If an impairment loss Is subsequently reversed, the carrying amount of the asset (or asset’s. cash
generating unit) Is increased to the revised estimate of its recoverable amount, but only to the extent that
the revised carrylng amourit does not exceed the carrylng amount that would have been determlned (net of
depreciation or amortisation) had no impairment loss been recognised In prior periods. A reversal of an
impairment loss is recognised in the profit and Ioss account

CASH AND CASH EQUIVALENTS

Cash and cash equlvaients includes cash in hand, deposits held at call with banks and other short-term
highly liquid investments with original maturities of three months or less.

FINANCIAL INSTRUMENTS

The company has chosen to apply the provislons of Sections 11 and 12 of FRS 102 to account for ali of its
financial instruments.

()] Financial assets :
Basic financial assets, including trade and other debtors and cash and cash equlvalents and amounts
due from group undertakings are Initially recognised at transaction price (Including transaction
costs), unless the arrangement constitutes a financing ‘transaction, Where the arrangement
constitutes a financing transaction the resulting finandéial asset Is Inltially measured at the present
value of the future recelpts discounted at a market rate of Interest.

Such assets are subsequently measured at amortised cost using the effective interest method.

At the end of each financial year financial assets measured at amortised cost are assessed for
objective evidence of Impairment. If there Is objective evidence that a financial asset measured at
amortised cost is Impaired an impairment loss is recognised In profit or loss. The impairment loss is
the difference between the financlal asset’s carrying amount and the present value of the financial
asset’s estimated cash Inflows discounted at the asset’s orlginal effective interest rate,

If, in a subsequent financlal year, the amount of an impalrment loss decreases and the decrease can
be objectively related to an event occurring after the Impairment was recognised the previously
recognised impairment loss Is teversed. The reversal Is such that the current carrying amount does
not exceed what the carrying amount would have been had the Impalrment loss not previously been
recognised. The Impairment reversal is recognised in profit or loss.

Financlal assets are derecognised when the contractual rights to the cash flows for the asset expire -

or are settled, or substantially all of risks and rewards of the asset are transferred to another party
or, control of the asset has been transferred to another party.
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FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

1‘

ACCOUNTING POLICIES - CONTINUED

FINANCIAL INSTRUMENTS - CONTINUED

(i)  Financial liabllitles
Baslc financial liabilities, including trade and other payables are Initially recognised at transaction
price, unless.the arrangement constitutes a financing transaction Where the .arrangement constitutes.
a.financing transaction the resultlng flnancial liabllity is Inltlally measured at the present value of the
future payments discounted at-a market rate of Interest.
Trade and other payables are subsequently carrled at amortlsed cost, uslng the effective interest rate
method. ~
Trade payables are obligations-to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Accounts payable are classified as current liabilities If payment Is
due in one year or less.
Financlal labilities are derecognised when the liability is extingulshed, that is when the contractual -
obligation Is discharged, cancelled or expires.

(i) Offsetting '
Financial assets and liabilitles are offset and the net amounts presented In the- ﬂnanclal statements
when there Is an enforceable right to set off the recognlsed amounts and. ‘thereis an intention' to
settle on a net bass or to realise the asset and settle to-liability simultaneously.

SHARE CAPIfAL

Ordinary shares. are classified as equity. Equlty shares issued are recognised at the proceeds recelved.
Incremental costs directly attrlbutable to. the Issue of new equlty shares are shown In equlty ‘as a
deduction, net of tax, from the proceeds.

DISTRIBUTIONS TO EQUITY SHAREHOLDERS

Dividends and other dlstrlbutlons to the company’s equity shareholders are recognised as a liability In the
financial statements in the financial year in which the dividends and, other distributions are approved by the
company'’s shareholders. These amounts are recognised In the statement of changes in equity.
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2,

3.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES- OF ESTIMATION UNCERTAINTY

In the app|Icatlon of the company’s accounting policies, which are described in the Statement of Accounting
Policles, the directors are required to make- -judgements, estimates and assumptions about the carrylng
amounts. of assets and liabilities that are not readily. apparent from other sources. The estimates and
assoclated assumptions are based on historical eéxperiénce and other factors. that are considered- to be
relevant, Actual results-may differ from thése estimates. The estimates and underlying. assumptlons are
revlewed on an ongoing basis. Revislons to accountlng estimates are recognlsed in the financial perlod in
which the estimate is revised if the revision affects only that period or in the period of the revision and
future periods If the revision affects both current and future perlods.

There were no critical judgements made by the directors during the year.

Key sources of estimation uncertainty
There are no estimates and assumptlons made In preparing these financlal statements that have a

significant risk of causing a materlal adjustment to.the carrying amounts of assets and liabllities within the
next financial year.

TURNOVER ‘ , 2018 2017

An -analysls of the company’s turnover by geographical
market is set out below:

United Kingdom 3,730,335 9,707,910

Europe 6,181,788 2,698,821
9,912,123 12,406,731

An analysis of the company’s turnover is as follows:

Intercompany services 6,181,788 2,698,821

Provision of IP solutions ) 3,730,335 9,707,910
9,912,123 . 12,406,731
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EMPLOYEES AND REMUNERATION

The average monthly number of persons employed by the company during the financial year was as set out
below:

2018 2017
) No. No.

‘Selling and distribution , 24 28
Support and operations 45. 51
Administration 7 8
76 ) 87

) £ £

The staff costs are comprised of: :

Wages and salaries C 6,189,054 6,798,695
Social welfare costs 770,584 805,724
Pension costs (Note 16) 290,567 327,803
Share-based payments (Note 8) : - 116,179
7,250,205 8,048,401

NET INTEREST INCOME 2018 2017
£ £

Intercompany Interest recelvable 119,427 ‘ 121,397

me—————

24




RIBBON COMMUNICATIONS UK LIMITED

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

PROFIT ON ORDINARY ACTIVITIES o 2018 2017
BEFORE TAXATION . £ £

Profit on ordinary activities before taxation is
.stated after charging/(crediting):

Staff costs 7,250,205 8,048,401

.Forelgn exchange galn (152,845) (11,361)
Depreciation of tangible fixed assets (Note 10) ‘ 146,537 176,527
Operating lease charges . 193,504 195,439
Severance costs 552,522 181,275
Audit fees payable to the company's auditors 21,492 27,650
Fees payable for other services to the company’s auditors - -
Inventory recognised as an expense 64,893 940,849
Research and deveélopment expenditure ' 269,610 473,030
DIRECTORS' EMOLUMENTS AND HIGHEST PAID DIRECTOR 2018 2017

£ £

Aggregate emoluments ) 80,138 80,141

Contributions amounting to £4,488 (2017: £4,488) were made to a defined contribution pension scheme on
behalf of one of the directors of the company. Retlrements benefits are accruing to one director under the
company’s defined contribution scheme.

The company has only one director in receipt of emoluments.

SHARE-BASED PAYMENTS

Certain employees of the company have been awarded shares in the company's ultimate parent company.
These awards had no vesting conditions and the company.has recaghised a share based: payment expense
based on the grant date fair value of the shares awarded. The sharé baséd compensation expénse for the
year was nil (2017: £116,179).

The company was charged by its parent for these share awards. The charge for the year was nil
(2017: £116,179). .
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9.

TAX ON PROFIT ON ORDINARY ACTIVITIES 2018 . . 2017
£ £

‘Current tax: ) ’

UK corporation tax charge on profit for the year 148,453 . 161,501

Adjustment in respect of previous periods (29) (2,557)

Tax on profit on ordinary activities 148,424 ' 159,944

Deferred tax: . .

Deferred tax charge for the financial year (Note 11) 8,008 11,154

Total tax charge 156,432 171,098

The currént tax charge for the year differs from the charge which would result from applying the standard
rate of corporation tax in the UK of 19% (2017: 19.25%) to the profit for the year. The differences are
explained below:

2018 2017
Factors affecting tax charge for the financial year: £ £
Profit on ordinary activities before tax 720,759 189,787
Profit on ordinary activities before tax is multiplied by
19% (2017: 19.25%) being the average standard rate of
corporation tax in the UK 136,944 169,359
Effects of: .
Expenses not deductible for tax purposes 2,942 3,296
Adjustment in respect of prior year . 10,412 (1,557)
Re-measurement of defefred tax ~ change In UK tax rate 6,134 -
Current tax charge for the financial year 156,432 171,098

The tax rate for the current year Is lower than the prior year, due to changes In the UK corporation tax rate,
which decreased from 19.25% to 19% from 1 April 2017. Changes to the UK corporation tax rateés were
substantively enacted as part of Finance Bill 2016 (on 6 September 2016). These include reductions to the
main rate to reduce the rate to 17% from 1 April 2020. Deferred taxes at the balance shéet date have
been measured using these enacted tax rates and reflected in these financial statements
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10.

TANGIBLE ASSETS

COST:

At 1 January 2018
Additions
Disposals

At 31 December 2018

ACCUMULATED DEPRECIATION:
At 1 January 2018 .
Charge for the financial year
Disposals

At 31 December 2018

Net Book Value:
At 31 December 2018

At 31 December 2017

Furniture Lab and

Computer &:Office  Manufacturing Leasehold
i quip ipment Impr Total
£ £ - £ £ £
693,127 196,822 1,049,267 1,177,736 '3,116,952
13,760 . - 33,066 - 46,826
(41,447) - -(5,083) - (46,530)
665,440 196,822 © 1,077,250 1,177,736 3,117,248
(637,971) (183,911) (791,866) (1,167,143) -. (2,780,891)
(8,581) (6,447) (121,338) (10,171) (146,537)
. - - 4,575 - 4,575 .
(646,552) (190,358) (908,629) (1,177,314) (2,922,'853)
18,888 6,464 168,621 422 194,395
55,156 12,911 257,401 10,593 336,061‘
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DEBTORS (Amounts fallilgg due 2018 2017
within one financial year) £ £
Amounts owed by group company 11,211,555 8,169,178
Trade debtors 1,000,678 3,745,552
Prepayments . 644,098 677,994
Deferred tax asset (a) . 131,492 49, 709
Deferred costs 679 _ 680

12,988,502 12,643,113

e

Amourits owed by group undertakings are unsecured, have.no. ﬂxed date: of repayment, are repayable on
demand and include both Interest and non-interest'bearing balances.

(a) Deferred tax asset. 2018 2017
T £ B

Balance at 1 January 49,709 60,863
Moverment arising from the transfer of trade 89,791 -
Charge to profit and loss account . (8,008) (11,154)

131,492 ’ 49,709

The deferred tax asset Is comprised as follows:

Timing dlfferences oh assets and liabllities 131,492 49,709
Unuséd tax losses - -

131,492 . 49,709
CREDITORS (Amounts falling due 2018 . 2017
within one financial year) £ £
Trade credlitors 171,891 347, 314
Amounts owed to group company 231,842 .
Other taxation and soclal security 244,059 369, 742
Deferred income A 1,693,325 1,395,414
Value added tax . 265,475 571,856
Corporation tax 148,453 161,501
Accruals and other creditors 1,428,229 1,443,785
4,183,274 4,289,612
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13,

14,

15.

CALLED UP SHARE CAPITAL ' 2018

. £
Authorised:
100,000 Ordinary Shares of £1 each 100,000
Allotted and fully paid:
100 Ordinary Shares of £1 each o 100

=

2017

100,000

100

m——s

There Is a single class of ordinary shares. There are no restrictions on the distribution of dividends and the

repayment of capital.

CAPITAL CONTRIBUTION 2018
' : £

Capital contrlbution . 4,564,329

2017
£

4,564,329

m———

The capital contribution comprises of the forglveness of an intercompany balance due to Next Polnt Inc., a
Ribbon group company, by way of a caplt:al contribution In"2010. This contribution-did not confer any rlghts

to the share capital of Ribbon Communications UK: Limited, on Next Point Inc.

FINANCIAL COMMITMENTS

The company had no capital commitments at the balance sheet date.

At 31 December 2018, the company had the following future minimum lease payments under non-

cancellable operating leases for each of the following periods:

2018
£
Payments due:
Within 1 financial year 353,903
Within 2 to 5 financial years 176,952
After 5 financlal years . -
530,855

=

The company had no other off-balance sheet arrangements.

2017
£

353,903
530,855

884,758
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16.

17.

18.

PENSION OBLIGATIONS

The peénsion entitlements of employees, including certaln directors, arlse under a defined contribution pensioh
scheme and are secured by contributions by the company: to a separately administered pension fund, The cost
to the company for the year was £290,567 (2017: £327,803) of which £48,560 (2017: E54 ,850) was
outstanding at the end of the year.

RELATED PARTY TRANSACTIONS

The company Is exempt from disclosing related party transactions as they are with other companies that are
wholly owned within the Ribbon Group.

CONTROLLING PARTIES

The Immediate parent undertaking of the company is GENBAND Holdings BV, a company incorporated in
the Netherlands.

The ultimate parent undertaking and controlling party Is Ribbon Communications Inc., a cbmpany
Incorporated In Delaware.

The smallest and largest group to consolidate the financlal statements of Ribbon Communications UK Limited

is that headed by Ribbon Communlcat!ons Inc. Ribbon Commumcatlons Inc. financial statements are
publically avallable as part of the SEC filings. .

30




R -2t

RIBBON COMMUNICATIONS UK LIMITED

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

19.

20.

RESTATEMENT OF COMPARATIVES

Effective 1 January 2018 the company changed its accounting policy for Revenue Recognition to align the
policy of Ribbon Group. The directors conslder that the new. pollcy provides a fairer presentatuon of. Revenue
and of the finandial: position. Under the previous accountlng policy certain elements in_ software bundled
arrangements were recognised ratably over the:longest performance penod The: company has identified the
necessary changes to policles, processes, systems and controls to adopt the new revenue policy

The comparative figures in the primary statements and notes have been restated to reflect-the new pollcy.
The effects of the change in policy are summarised below:

31/12/17
£
Balance Sheet
Deferred revenue as previously reported 1,604,747
Deferred revenue under new accounting policy 1,395,414
31/12/17
£
Profit and Loss Account
Profit for the financial year 31 December 2017 under previous Accounting pollcy ) 708,689
Adjustment to profit for the year In retrospective application of accounting policy 209,333

Profit for the financial year 31 December 2017 under new Accounting policy 918,022

EVENTS AFTER THE END OF THE REPORTING PERIOD

There have been no significant events affecting the company since the year end.

:
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