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RIBBON COMMUNICATIONS UK LIMITED

STRATEGIC REPORT

The directors present their strategic report of Ribbon Communications UK Limited (‘the company’) for the year ended
31 December 2020.

BUSINESS UPDATE

Effective 27 October 2019, GENBAND Holdings Company, the then ultimate parent company of the company,
together with two affiliated companies, GENBAND, Inc. and GENBAND II, Inc. (GENBAND Holdings Company,
GENBAND, Inc. and GENBAND II, Inc. collectively referred to as "GENBAND") merged with Sonus Networks, Inc.
("Sonus”), an unrelated publicly traded company in the United States, and became Ribbon 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 ultimate parent company of the company.

REVIEW OF THE BUSINESS

The principal activity of the company is the performance of sales and marketing activities 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 13, show a profit after tax of £583,060 (2019: £844,204).
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:

2020 2019
Operating profit margin 4.8% 6.7%
Current ratio 4.8:1 4.5:1

Ribbon provides secure real-time communications software, hardware and cloud-native solutions for service
providers and enterprises. Ribbon's communications solutions are widely deployed at over 1,000 customers globally,
provide high scale, reliability and performance, and are deployable from the public, private 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 financial risk management programme is outlined in the Directors’ Report on page 5.

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

PRINCIPAL RISKS AND UNCERTAINTIES

Communication service providers are seeing continuing market drivers that put pressure on their 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 traffic to real time IP-based networks.
The company is guided by a forward-thinking leadership team that is focused on continual innovation and providing
its global customer base with best-in-class solutions and services.




RIBBON COMMUNICATIONS UK LIMITED

STRATEGIC REPORT -~ CONTINUED

In 2020, a novel strain of the coronavirus (COVID-19) was declared by the World Health Organisation to be a global
pandemic. The COVID-19 pandemic has had a negative effect on -the global economy, disrupting the various
manufacturing, commodity and financial markets and increasing volatility, and has impeded global supply chalns.
Continued dampened global economic conditions as a result of the COVID-19 pandemic may cause our customers
to restrict spending or delay purchases for an indeterminate period of time and consequently cause our revenues to
decline. In addition, our ability to deliver our solutions as agreed upon with our customers depends on the ability of
our global contract manufacturers, vendors, licensors and other business partners to deliver products or perform
services we have procured from them. While, to date, we have not experienced material issues, If the continuing
COVID-19 pandemic impairs the ability of our business partners to support us on 2 timely basis, or negatively
impacts the demand for our customers' other products and services, our ability to perform our customer contracts
as well as the demand for our solutions may suffer. In addition, disruptions from the COVID-19 pandemic could
include, disruption of logistics necessary to import, export and deliver our solutions. The COVID-19 pandemic has
also limited the ability of our associates to perform their work due to iliness caused by the pandemic or government
legislation requiring associates to remain at home. The degree to which the COVID-19 pandemic ultimately impacts
our business, financial position and results of operations will depend on future developments beyond our control,
including the severity of the pandemic, the frequency and duration of future waves of infection, the effectiveness
and timing of any vaccines, the extent of actions to contain or treat the virus, how quickly and to what extent normal
economic and operating conditions can resume, and the severity and duration of the global economic downturn that
results from the pandemic.

As a response to the ongoing COVID-19 pandemic, we have implemented plans to manage our costs. As part of that
plan, we implemented a temporary wage reduction of 10% to the base salary of our employees, which salary
reduction has now ended. We have significantly limited the addition of new employees and third-party contracted
services, eliminated all travel except where necessary to meet customer or regulatory needs, and acted to limit
discretionary spending. To the extent the business disruption continues for an extended period, additional cost
management actions will be considered. Any future asset impairment charges, increases in the allowance for
doubtful accounts or restructuring charges could be more likely and will be dependent on the severity and duration
of this crisis.

Approvegd by the Board and signed on its behalf by:




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 2020.

PRINCIPAL ACTIVITY

The principal activity of the company is the performance of sales and marketing activities 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 Ribbon group provides secure real-time
communications software, hardware and cloud-native solutions for service providers and enterprises.

RESULTS AND DIVIDENDS

The results for the year are set out in the profit and loss account on page 13. The company's profit for the financial
year was £583,060 (2019: £844,204). The directors do not recommend payment of a dividend (2019: 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 company in conjunction with its

parent, Ribbon Communications Inc., has in place a risk management programme that seeks to manage the financial

exposures of the company.

Given the size of the company, the directors have not delegated the responsibility of monitoring financial risk
management to a sub-committee of the board. The policies are set by the board of directors 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 rate risk, credit risk and other financial risks and circumstances where it would be
appropriate to use financial instruments to manage these.

Price risk

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 will revisit this assessment should the company's
operations change. The company has no exposure to equity securities price risk.

Credit risk
The company has implemented policies that require appropriate credit checks on third party customers before credit

sales are made.

Foreign 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 exposure is to minimise the amount of foreign 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.

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 (resigned 29 June 2019)
Miguel Lopez (appointed 15 August 2019)




RIBBON COMMUNICATIONS UK LIMITED

DIRECTOR’'S REPORT - CONTINUED

RESEARCH AND DEVELOPMENT

The company does engage in research and development activities on behalf of the Ribbon group. This activity is.
mainly directed towards the development of next generation IP Media, high performance gateway solutions, session
border, fixed mobile convergence, IMS, video, and mobile or fixed broadband data solutions. Research and
development costs are rechargéd to other companies in the Ribbon 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.

GOING CONCERN

The company meets its day-to-day working capital requirements through its own cash resources and inter-group
facilities. After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future having considered the impact of Covid-19
as set out in Note 1. Therefore these entity financial statements have been prepared on a going concern basis.
POLITICAL DONATIONS

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




RIBBON COMMUNICATIONS UK LIMITED

DIRECTOR’S REPORT - CONTINUED

AUDITOR .
Each of the persons who is a director at the d_al;e of approval of this report cgnﬁrms 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 stéps that they ought to have taken as directors in order to make 'the,msel\'/es 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.

Approvedyby the Baard angysigned.on its behalf by

DI R

Date: Z_‘ /5‘6?7/2—01,




RIBBON COMMUNICATIONS UK LIMITED

DIRECTOR’S RESPONSIBILITIES STATEMENT

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors has 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 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 financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

_The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
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.




) -
Deloitte.

Chartered Accountants &
Statutory Audit Firm

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 give a true and fair view of the state of the company’s affairs as at 31 December 2020 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 which comprise:
+ the statement of comprehensive income;

e the balance sheet;

o the statement of changes in equity; and

e the related notes 1 to 19.

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 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 Financial Reporting Council’s (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.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis
of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the company’s ability to
continue as a going concern for a period of at least twelve months from when the financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in
the relevant sections of this report.

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. The directors are responsible for the
other information contained within the annual report. 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.

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 course of 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 this gives rise to a material
misstatement in the financial statements themselves. 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.
Continued on next page/



Deloitte.

/Continued from previous page
Independent auditor’s report to the members of Ribbon Communications UK Limited

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, 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 responsibilities for the audit of the financial statements

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

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:

. Identifies and assesses 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 sufficient 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. The auditor includes an explanation in the
auditor’s report of the extent to which the audit was capable of detecting irregularities, including
fraud.

. Obtains 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.

. Evaluates the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the director.
. Concludes 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 the use of the going concern basis of accounting is appropriate and no
material uncertainties have been identified, the auditor reports these conclusions in the auditor’s
report. 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.

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

The auditor communicates with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that the auditor identifies during the audit.

Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud is detailed below.

Continued on next page/
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/Continued from previous page

Independent auditor’s report to the members of Ribbon Communications UK Limited

We considered the nature of the company’s industry and its control environment, and reviewed the
company’s documentation of their policies and procedures relating to fraud and compliance with laws and
regulations. We also enquired of management about their own identification and assessment of the risks
of irregularities.

We obtained an understanding of the legal and regulatory framework that the company operates in, and

identified the key laws and regulations that:

e had a direct effect on the determination of material amounts and disclosures in the financial
statements. These included UK Companies Act and tax legislation; and

e do not have a direct effect on the financial statements but compliance with which may be fundamental
to the company’s ability to operate or to avoid a material penalty. These included data protection,
employee regulations and environmental regulations.

We discussed among the audit engagement team including relevant internal specialists such as IT
regarding the opportunities and incentives that may exist within the organisation for fraud and how and
where fraud might occur in the financial statements.

As a result of performing the above, we identified the greatest potential for fraud in the following areas,
and our specific procedures performed to address it are described below:

Revenue Recognition
¢ We assessed the design and determined the implementation of the key controls over recording of
revenue on contracts; and
« we selected a sample of revenue contracts around the financial year end to determine if they had
been recognised in the correct period.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond
to the risk of management override. In addressing the risk of fraud through management override of
controls, we tested the appropriateness of journal entries and other adjustments; assessed whether the
judgements made in making accounting estimates are indicative of a potential bias; and evaluated the
business rationale of any significant transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

+ reviewing financial statement disclosures by testing to supporting documentation to assess compliance
with provisions of relevant laws and regulations described as having a direct effect on the financial
statements;

« performing analytical procedures to identify any unusual or unexpected relationships that may indicate
risks of material misstatement due to fraud;

e enquiring of managementand external] legal counsel concerning actual and potential litigation and
claims, and instances of non-compliance with laws and regulations; and

e reading minutes of meetings of those charged with governance

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:

e 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

e the strategic report and the directors’ 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 identified any material misstatements in the strategic report or the
directors’ report. .

Continued on next page/
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/Continued from previous page

Independent auditor’'s report to the members of Ribbon Communications UK Limited

Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report in respect of the following matters if, in our

opinion:

e 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

« 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.

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 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.

G

Gerard Casey (Senior Statutory Auditor)

For and on behalf of Deloitte Ireland LLP
Chartered Accountants and Statutory Audit Firm
Galway Financial Services Centre
Moneenageisha Road

Galway, Ireland

Date: 27 September 2021
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RIBBON COMMUNICATIONS UK LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

Note 2020 2019
£ £

TURNOVER 3 12,960,151 13,921,131
Cost of sales (533,393) (226,136)
GROSS PROFIT 12,426,758 13,694,995
Administrative expenses (11,802,954) (12,756,375)
OPERATING PROFIT 623,804 938,620
Interest receivable and similar income S 68,563 200,018
PROFIT ON ORDINARY ACTIVITIES
BEFORE TAXATION 6 692,367 1,138,638
Tax on profit on ordinary activities 9 (109,307) (294,434)
PROFIT FOR THE FINANCIAL YEAR ATTRIBUTABLE
TO THE EQUITY SHAREHOLDERS OF THE COMPANY 583,060 844,204
Other comprehensive income for the financial year - -
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE
TO THE EQUITY SHAREHOLDERS OF THE COMPANY 583,060 844,204

C———

All recognised gains and losses for both the current financial year and previous financial year are included in the
statement of comprehensive income. All of the above result from continuing operations.

13




RIBBON COMMUNICATIONS UK LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2020

Note 2020 2019
£ £
FIXED ASSETS
Tangible assets 10 198,935 314,207
CURRENT ASSETS ) ! .
Debtors (Amounts falling due within one financial year) 11 13,255,861 12,548,921
Cash at bank and in hand - 8,712
13,255,861 12,557,633

CREDITORS (Amounts falling due
within one year) 12 (2,773,643) (2,773,747)
NET CURRENT ASSETS 10,482,218 9_,783,'886
TOTAL ASSETS LESS CURRENT LIABILITIES 10,482,218 9,783,886
NET ASSETS 10,681,153 10,098,093
CAPITAL AND RESERVES
Called up share capital 13 100 100
Capital contribution 14 4,564,329 4,564,329
Retained earnings 6,116,724 5,533,664

SHAREHOLDERS’ FUNDS 10,681,153 10,098,093

The financia! -statements of Ribbon Communications UK Limited, 04992536, were approved by the director on
21 September 2021 and signed on its behalf by:

e L2

Gm HEATH

DIRECTOR

2. Jsgor /201
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RIBBON COMMUNICATIONS UK LIMITED

STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

‘AT 1 JANUARY 2020

Total comprehensive income

AT 31 DECEMBER 2020

In respect of prior financial year:

AT 1 JANUARY 2019

Total comprehensive income

AT 31 DECEMBER 2019

Called up Capital Retained
Share capital Contribution Earnings Total
£ £ £ £
100 4,564,329 5,533,664 10,098,093
- - 583,060 583,060
100 4,564,329 6,116,724 10,681,153

Called up Capital Retained
Share capital Contribution Earnings Total
£ £ £ £
100 4,564,329 4,689,460 9,253,889
< - 844,204 844,204
100 4,564,329 5,533,664 10,098,093

15




RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

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 service 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 registered office is Bray House, Westacott Way, Maidenhead,
Berkshire SL6 3QH, England. The company’s registered number is 04992536.

The immediate parent undertaking of Ribbon Communications UK Limited is Ribbon Networks BV, a company
incorporated in the Netherlands. The ultimate parent undertaking and controlling 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 Cammunications Inc. Ribbon Communications Inc. financial statements are
publically available as part of the filings required by the United States (US) Securities and Exchange
Commission (SEC).

These financial statemen® are the company's separate financial statements.

STATEMENT OF COMPLIANCE

The entity's financia! statements have been prepared in accordance with United Kingdom Accounting
Standards, including Financial Reporting Standard 102, "The Financial Reporting Standard applicable in the
United Kingdom and the Republic of Ireland” ("FRS 102") and the Companies Act 2006.

BASIS OF PREPARATION

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

The preparation of financial statements in conformity with FRS 102 requires the use of certain key
assumptions concerning the future, and other key sources of estimation uncertainty at the reporting date. It
also requires the directors to exercise their judgement in the process of applying the company’s accounting
policies. There are no areas of the company's financial statements involving a higher degree of judgement or
areas where assumptions and estimates have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financia! 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 financial statements have been prepared on a going concern basis.

DISCLOSURE EXEMPTIONS FOR QUALIFYING ENTITIES UNDER FRS 102

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

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

(ii) Exemption from the requirement of FRS 102 paragraph 33.7 to disclose key management personnel
compensation in total.

(iii) 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.

16
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

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 obligations (PoB'’s).
To qualify as a PoB, each promise to the customer must meet the criteria outlined below:

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

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

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

b.) Distinct within the context of the contract - the Company’s promise to transfer the good or service
to the customer is separately identifiable from other promises in the contract

3) DeteFmine 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, concessions, performance incentives, penalties or other similar items. The
Company must consider the following when determining the transaction price:

a.) Variable consideration - When the transaction price includes a variable amount (associated with
any item described above) the Company is required to estimate the variable consideration by using
either an expected value based upon probability or a most likely amount whichever is more predictive
of the amount to which the entity will be entitled. Generally, Variable Consideration will not be an
element of any arrangement as all transactions are fixed and determinable; however, in situations
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.) Significant financing component - Adjustments for the time value of money are required if the
arrangement includes significant financing component. For any arrangement including payment
terms beyond one year, the Company will 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 obligationsv based upon stand-alone 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 obligations in 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 2020

1.

ACCOUNTING POLICIES - CONTINUED

REVENUE RECOGNITION ~ Continued

(I) Turnover - continued
5) Recognise revenue when (or as) the entity satisfies a performance obligation:

The Company shall recognise revenue when (or as) it satisfies its performance obligation by
transferring a promised good (ie. an asset) to a customer. The asset is transferred when (or as) the
customer obtains control of that asset. A single model (based on control) applies to all revenue
transactions to determine when revenue should be recognised. Control of an asset is defined as “the
ability to direct the use of, and obtain substantially all of the remaining benefits from the asset”.
Additional criteria for recognizing revenue is as follows:

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

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

c.) And obtain substantially all of the remaining benefits from the asset (using, consuming, disposing
of, selling, exchanging, pledging or holding the asset)

The Company believes that transfer of control must also meet additional criteria 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 ownership of the asset

5.) The customer has accepted the asset

5.0 SUPPORT AND MAINTENANCE REVENUE

Revenue pertaining 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 product 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 recognised as well. Historically, the Company would carve-out for any
implied maintenance period beginning upon shipment and ending at the time of revenue recognition.
For purposes of maintenance, “evidence of an arrangement” would be either a currently effective
service agreement or a customer purchase order. In situations that include paid for maintenance
beginning upon completed installation, the Company will include an implied maintenance period and
allocate revenue accordingly. The implied maintenance period is defined to be the time from date of
shipment to when installation has been completed based upon historical transactions.

The support and maintenance period 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 recagnition

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 recognised in the profit and loss account using the
effective interest rate method. Interest income 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 2020

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 this situation deferred costs consist of direct and associated
costs related to the arrangement, such as the cost of the hardware, installation costs, third party costs and
other direct costs associated with the revenue.

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

The company will also defer costs if transfer of contro! has not taken place i.e. product has shipped but not
delivered/transfer of control has not occurred based on customer specific Inco terms.

EMPLOYEE BENEFITS

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

(i) Short term employee benefits
Short term employee benefits, including paid 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 recognised in the
profit and loss account when the company has a present legal or constructive obligation to make
payments under the plan as a result of past events and a reliable estimate of the obligation can be
made.

(ii) Defined contribution pension plan

The company operates a defined contribution plan for certain employees. A defined contribution plan
is a pension plan under which the company pays fixed contributions into a separate entity and has no
legal or constructive obligation to pay further contributions 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 periods. The assets of the plan are held separately from the company
in independently administered funds. The contributions to the defined contribution plan are recognised
as an expense when they are due. Amounts not paid are shown in accruals in the balance sheet.

(iii)  Termination benefits
Termination benefits are payable when employment is terminated by the company before normal
retirement age or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The company recognises termination benefits 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 received share-based awards from the company's ultimate parent company.
These awards are measured at fair value as of the grant date, with the grant date fair value equal to
the closing price of the stock on the date of grant. The awards are recognised as an expense in profit
or loss, either on the grant date, if there is no vesting period, or on a straight-line basis over the vesting
period. A corresponding credit is made 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 2020

ACCOUNTING POLICIES - CONTINUED

INCOME TAX

Income tax expense for the financial year comprises current and deferred tax recognised in the financial 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 transaction or other event that resulted in the
income tax expense.

Current or deferred taxation assets and liabilities are not discounted.

(i)

(ii)

Current tax

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

The directors periodically evaluate positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. A current tax liability is recognised where
appropriate and measured on the basis of amounts expected to be paid to the tax authorities.

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 recognised only when it is probable
that they will be recovered against the reversal of deferred tax liabilities 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 timing difference.
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

ACCOUNTING POLICIES - CONTINUED
TANGIBLE FIXED ASSETS

Tangible fixed assew are carried at cost less accumulated depreciation and accumulated impairment losses.
Cost includes the original purchase price and costs directly attributable to bringing the asset to the location
and condition necessary for its intended use.

(i)  Leasehold improvements
Leasehold improvements are carried at cost less accumulated depreciation and accumulated
impairment losses.

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

(iii) Lab and manufacturing equipment
Lab and manufacturing equipment, is carried at cost less accumulated depreciation and accumulated
impairment losses.

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

as follows:

Leasehold improvements Shorter of lease term or asset life
Furniture and office equipment S years
Computer equipment 3 - Syears
Lab and manufacturing equipment 2 - Syears

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 residual 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 appropriate, only when it is probable that economic benefits
associated with the item will flow to the company and the cost can be measured reliably.

The carrying amount of any replaced component is 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 useful lives.

Repairs, maintenance 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 disposal 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.

i) Operating leased assets
Leases that do not transfer all the risks and rewards of ownership to the lessee 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. .

(ii)  Lease incentives
Incentives received to enter into an operating lease are recognised as a reduction of the operating
lease expense on a straight-line basis over the period of the lease.
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS ~ CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

ACCOUNTING POLICIES - CONTINUED
IMPAIRMENT OF NON-FINANCIAL ASSETS

At each balance sheet date non-financial assets not carried at fair value are assessed to determine whether
there is an indication that the asset (or asset’s cash generating unit) may be impaired. 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 unit).

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 as the present value of the future cash flows befare 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 amount. An impairment loss is recognised
in the profit and loss account, unless 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
recognised 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
carrying amount does not exceed the carrying amount that would have been determined (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 loss account.

CASH AND CASH EQUIVALENTS

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

FINANCIAL INSTRUMENTS

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

(i) Financial assets
Basic financial assets, including trade and other debtors and cash and cash equivalents 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 financial asset is initially measured at the present value of the future
receipts 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 financial asset’s carrying amount and the present value of the financial asset’s estimated
cash inflows discounted at the asset’s original effective interest rate.

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

Financial 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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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

ACCOUNTING POLICIES - CONTINUED

FINANCIAL INSTRUMENTS - CONTINUED

(i)

(iii)

Financial liabilities

Basic 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 resulting financial liability is initially measured at the present value of the’
future paymenss discounted at a market rate of interest.

Trade and other payables are subsequently carried at amortised cost, using 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.

Financial liabilities are. derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.

Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements
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 to liability simultaneously.

SHARE CAPITAL

Ordinary shares are classified as equity. Equity shares issued are recognised at the proceeds received.
Incremental costs directly attributable to the issue of new equity shares are shown in equity as a deduction,
net of tax, from the proceeds.

DISTRIBUTIONS TO EQUITY SHAREHOLDERS

Dividends and other distributions 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.

COMPARATIVE AMOUNTS
Comparative amounts for cost of sales and administration expenses have been regrouped on the same basis
as those for the current year.
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the company’s accounting policies, which are described in the Statement of Accounting
Policies, the directors are required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the financial period in
which the estimate is revised if the revision affects only that period or in the period of the revision and future
periods if the revision affects both current and future periods.

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

Key sources of estimation uncertainty

There are no estimates and assumptions made in preparing these financial statements that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year.

TURNOVER 2020 2019

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

United Kingdom 5,103,607 6,056,112

Asia 101,278 311,127

Europe 7,755,266 7,553,892
12,960,151 13,921,131

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

Intercompany services 7,755,266 7,539,692

Pravision of IP solutions 5,204,885 6,381,439
12,960,151 13,921,131
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

EMPLOYEES AND REMUNERATION

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

2020 2019
No. No.
Selling and distribution 41 43
Support and operations 38 42
Administration 2 4
" 81 89
£ £

The staff costs are comprised of:
Wages and salaries 8,023,322 8,132,649
Social welfare costs 1,003,604 1,064,359
Pension costs (Note 16) 340,365 343,981
Share-based payments (Note 8) 259,232 160,677
9,626,523 9,701,666
NET INTEREST INCOME 2020 2019
£ £

Intercompany interest receivable 68,563 200,018
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

PROFIT ON ORDINARY ACTIVITIES 2020 2019
BEFORE TAXATION £ £

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

Staff costs 9,626,523 9,701,666
Foreign exchange expense 498,045 129,822
Depreciation of tangible fixed asses (Note 10) 99,511 109,987
Operating lease charges 357,281 377,683
Severance costs (32,153) 505,177
Audit fees payable to the company’s auditors 22,182 20,369

Fees payable for other services to the auditors -
Inventory recognised as an expense =

Research and development expenditure 1,774,059 1,702,860
DIRECTORS’ EMOLUMENTS AND HIGHEST PAID DIRECTOR 2020 2019

£ £
Aggregate emoluments 83,501 90,083

Contributions amounting to £4,932 (2019: £4,821) were made to a defined contribution pension scheme on
behalf of one of the directors of the company. Retirements 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 or stock units in the company's uitimate parent
company. These awards have service conditions for vesting. The company has recognised share-based
compensation expense based on the grant date fair value of the shares awarded. The share based
compensation expense for the year was £259,232 (2019: £160,677).

The company was charged by its parent for these share awards. The charge for the year was £259,232 (2019:
£160,677).
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RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

TAX ON PROFIT ON ORDINARY ACTIVITIES 2020 2019
£ £

Current tax:

UK corporation tax charge on profit for the year 166,009 246,246

Adjustment in respect of previous periods (29,935) 39,774

Tax on profit on ordinary activities 136,074 286,020

Deferred tax:

Deferred tax (credit) / charge for the financial year (Note 11) (13,857) 9,403

Effect of changes in tax (12,910) (989)

Tota! tax charge 109,307 294,434

The current 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% (2019: 19%) to the profit for the year. The differences are explained

below:

2020 2019
Factors affecting tax charge for the financial year: £ £
Profit on ordinary activities before tax 692,367 1,138,638
Profit on ordinary activities before tax is multiplied by
19% (2019: 19%) being the average standard rate of
corporation tax in the UK 131,550 216,341
Effects of:
Expenses not deductible for tax purposes 24,937 52,284
Adjustment in respect of prior year (29,935) 39,744
Re-measurement of deferred tax — change in UK tax rate (12,910) (989)
Other temporary differences (4,335) (12,946)

Current tax charge for the financial year 109,307 294,434

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 2019, Changes to the UK corporation tax rates 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. In his budget on 11 March 2020, the Chancellor of
the Exchequer confirmed that the UK corparation tax rate would remain at 19% on 1 April 2020 and would
no longer reduce to 17%. Deferred taxes at the balance sheet date have been measured using these enacted
tax rates and reflected in these financial statements.

In addition, the UK Budget 2021 announcements on 3 March 2021 inciuded a proposal to increase the UK
corporation tax rate from 19% to 25%, effective from 1 April 2023. This change was not substantively
enacted as at the balance sheet date and hence has not been reflected in the measurement of deferred tax

balances at the period end.
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10.

TANGIBLE ASSETS

COST:

At 1 January 2020
Additions
Disposals

At 31 December 2020

ACCUMULATED DEPRECIATION:

At 1 January 2020
Charge for the financial year
Disposals

At 31 December 2020

Net Book Value:
At 31 December 2020

At 31 December 2019

Furniture Lab and
Computer & Office  Manufacturing Leasehold

Equipment quip it quip it  Improvements Total
£ £ £ £ £

665,440 196,822 1,129,506 1,355,279 3,347,047

- = 48,813 - 48,813
(19,566) - (330,385) < (349,951)
645,874 196,822 847,934 1,355,279 3,045,909
(654,569) (196,822) (994,836) (1,186,613) (3,032,840)
(3,303) - (60,699) (35,509) (99,511)
11,998 - 273,379 - 285,377
(645,874) (196,822) (782,156) (1,222,122) (2,846,974)
- - 65,778 133,157 198,935

10,871 - 134,670 168,666 314,207
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11.

12.

DEBTORS (Amounts falling due 2020 2019
within one financial year) f 4 £
Amounts owed by group company 9,824,493 9,330,777
Trade debtors 672,717 1,797,386
Prepayments 2,606,097 1,232,446
Deferred tax asset (a) 149,844 123,077
Value added tax - 65,235
Deferred costs 2,710 2
13,255,861 12,548,921

Amounts owed by group undertakings are unsecured, have no fixed date of repayment, are repayable on
demand and include both interest and non-interest bearing balances.

(a) Deferred tax asset 2020 2019
£ £

Balance at 1 January 123,077 131,492
Adjustment in respect of prior years 13,857 -

Effect of tax changes 12,910 (8,414)
149,844 123,077

The deferred tax asset is comprised as follows:

Timing differences on assets and liabilities 149,844 123,077
Unused tax losses - o

149,844 123,077
CREDITORS (Amounts falling due 2020 2019
within one financial year) £ £
Trade creditors ' 162,351 246,789
Other taxation and social security 401,152 331,109
Deferred income 209,377 424,339
Value added tax 472,976 -
Corporation tax 91,112 171,373
Accruals and other creditors 1,436,675 1,600,137
2,773,643 2,773,747

30




RIBBON COMMUNICATIONS UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2020

13.

14.

15.

CALLED UP SHARE CAPITAL 2020 2019
£ £

Authorised:

100,000 Ordinary Shares of £1 each 100,000 100,000

Allotted and fully paid:
100 Ordinary Shares of £1 each 100 100

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

CAPITAL CONTRIBUTION 2020 2019
£ £
Capital contribution 4,564,329 4,564,329

The capital contribution comprises of the forgiveness of an intercompany balance due to Next Point Inc., a
Ribbon group company, by way of a capitai contribution in 2010. This contribution did not confer any rights, 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 2020, the company had the following future minimum lease payments under non-
cancellable operating leases for each of the following periods:

2020 2019
£ £

Payments due:
Within 1 financial year 105,539 244,770
Within 2 to 5 financial years 1,823,842 271,275
After S financial years 186,502 322,139

2,115,883 . 838,184

The company had no other off-balance sheet arrangements.
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16.

17.

18.

19.

PENSION OBLIGATIONS

The pension entitlements of employees, including certain directors, arise under a defined contribution pension
scheme and are secured by contributions by the company to a separately administered pension fund. The cost
to the company for the year was £340,365 (2019: £343,981) of which £72,327 (2019: £64,513) 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 Ribbon Networks BV, a company incorporated in the
Netherlands.

‘The ultimate parent undertaking and controlling party is Ribbon Communications Inc., a company
incorporated in Delaware.

The smallest and largest group to consolidate the financial statements of Ribbon Communications UK Limited
is that headed by Ribbon Communications Inc. Ribbon Communications Inc. financial statements are
publically available as part of the SEC filings.

EVENTS AFTER THE END OF THE REPORTING PERIOD

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

32




