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Arbor Networks UK lelted

Strategic Report
for the Year Ended 31 March 2018

The directors present their strategic report for the Year ended 31 March 2018.

REVIEW OF BUSINESS

Arbor Networks UK Limited is a private company limited by shares and is registered in England and Wales. The address
of the registered office is given on page 1. Arbor Networks UK Limited is fully owned by NetScout Systems Inc., a
company incorporated in Delaware in the United States.

The principal activity of the Company is network traffic management and Distributed Denial of Services (DDoS)
mitigation solutions for service providers, enterprise and government organisations. Our portfolio offers complete
deployment and pricing flexibility through a mix of managed services; in-cloud, on-premise and virtualized solutions.
Additionally, Arber Networks® Advanced Threat Solutions leverage NetFlow and Packet Capture technology for
network-wide situational awareness, broad and deep traffic visibility and dynamic security intelligence that converis
threat detection and incident response into powerful visualizations, and rapid, real-time and historical insights.

The Company’s key financial and-other performance indicators were as follows:

2018 2017 Change

$ $
Revenue 151,727,265 157,124,222 -3.4%
Gross Profit , 141,807,513 145,464,025 -2.5%
Gross Profit% 93% 93% 0.0%
Average no. of employees 79 81 . -2

Net Assets 48,323,104 30,617,867 57.8%:

Revenue decrease from $157,124,222 to $151,727,265 & decrease of 3.4%. Total revenue also includes $8,261,600
which relates to Intercompany sales.

The decreased was in paity to lower intercompany revenue of $2,723,836 as a result of reduction of marketing activities

by hosted employees of other busiriess units of Netscout and lower niet product and service revenue of”
$2,673,120 in Europe. 45 customer transition from a capex model to a subscription base.

The gross profit has decreased mainly due to different product mix and increase in software sales versus hardware.

Minimum staff changes have been observed during the year mainly due to hosted employees from other Netscout business
Units leaving the organisation.

PRINCIPAL RISKS AND UNCERTAINTIES

Com petltwe Risks

The Company opérates in a competitive market but the directors feel there is minimal risk to the busmess Thie application

of NetScout Systers Inc.’s approach ensures that the Company is able to respoid qulckly to changes iii levéls of activity
or.competitive pressures and in this the. Company has sngmf cant advantages over competltors

Legislative Risks. ‘ o )
Currently we are not aware of any legislation risk regarding the sale-and support of our products:

Brexit

The Company performance has not been lmpacted by current and prior discussions by United. ngdom (UK) Goverriment
around Brexit. A review of the exustmg business model and operations has been performed to make sure that the Company
will be able to maintain. current performance and operations during and after the United Kingdom. transitions to leave the

European Union.

The Company denominated currency is. US Dollars, as such a negative impact is not expected due to GBP foreign
exchange fluctuations in the future.
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Arbor Networks UK Limited
‘Strategic: Regortﬁ (continued)
- for the Year Ended 31 March 2018
PRINCIPAL RISKS AND UNCERTAINTIES (continue)

Brexit (continue)

The Company main. suppliers, manufacturing and services centre are based outside the United Kingdom and European-_

Uniion therefore having no impact on fhe existing model due.to Brexit.

The Company customer base is located in a number of multiple geographical areas as such, a change dug fo Brexit is-not.

expected..

" After 29 of March-2019, the government will ‘ensure that the. UK ‘continues to have a functlonmg reoulatory frameworkv

for compames and that, as far as possible; the.same laws and rules that are curréntly:in place continue to apply.
" bé done by using the: powers in the EU Withdrawal Act 2018 to correct deficiencies in UK sfafute book: arlsmo from the

exit: from.the EU..

" Financial; Price; Credit, Liquidity:and Cash:Flow. Risks
The Company s operations have little'exposure. to fi nancnal risk- inclading credit, currency fluctuation and. llqmdlty risks:

Currency risk is-limited as purchases are pnmarlly in US Dollars; yet salary and related expenses are transacted in many
foreign .currencies. These obligations are settled within 30 days and exposure is limited. fn regards to. third party sales,
‘the busihess is involved in many geographical areas, invoicing occurs pnmarlly in SD.and exposiire io undue currency

“risks is limited.

- ‘The directors believe that the Company has:sufficient funds available to withstand any dlfﬁculnes which imay arise iiithe:

‘next 12:months.
ENV IROMEN;T{(L- MATTERS

There are not significant.environmental ‘maiters affecting the company during the period under review.
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Arbor Networks UK Limited

Directors’ Report
for the Year Ended.31 March 2018

The directors present their Directors’ Report with the audited financial statements: of the Company- for the: year ended
31 March 2018.

PRINCIPAL ACTIVITY

The principal activity of the Company is- network traffic management and Distributed Denial of Services mitigation
solutions for service provxders enterprise and government organisations as well as deep traffic visibility and dynamic

security intelligence that tranisforms threat detectlon anid incident response into powerful visualisation tools with real time

'hnstoncal insight.
RESULTS AND.DIVIDENDS

The directors do not recommend an interim or final dividend to be paid in respect of the financial year under review.
Theresults of the_year and state of affairs of the company are set out in.the profit-and loss accouits and balance sheet.
on pages 9-and 10 respectively. : . ‘

DIRECTORS
Directors that have held the office for the entire year and. to the date of this report were as follows:

Jean Bua
Michael.Szabados
Gregory Sloan
Carolina Jones
Anthony King

THIRD PARTY INDEMNITIES

NétScout Systems [nc:, has provided limited indemnities to all directors in respect of the cost of defending claims against
them and third-party liabilities. These are all third-party mdemnlty provisions. for the purpose of the Companies Act

2006 and.are all currently in force.

HEALTH; SAFETY AND. THE ENVIRONMENT

The: Company is committed to the maintenance of high standards of: practlce concerning the: health and safety of its
’employees The Company recognises its legal obligations in this respect and compliance with such obligations and a

number of. pOlICIeS on such matters are:monitored through a health and safety committee. The Company i$ sensitive to

the needs of thie environment.
GOING CONCERN

The Company has a strong custogmer base and its lquIdlty is very good. The Company has been trading. profitably
throughout the year such that it had cash at bank and in hand in excess of $79m as at 31 March 2018, The directors
therefore have: reasonable expectation that the Company has adequate resources to continue in operational existence for:
the foreseeable future, including: 12. months' from the ¢ of signing the Financial Statements. Accordmgly, a going
¢oncern basis has: been adopted in preparing the Strateglc Report Directors’ Report.and Audited Fmanc]al Statements.

EMPLOYMENT POLICIES

The Company places consnderable value on the mvolvement of |ts employees and has contmued 1ts prev1ous practlce of

" Page| 4



Arbor Networks UK Limited

Directors? Report (Continued)
for the Year Ended 31 March 2018

DISCLOSURE OF INFORMATION TO AUDITOR

So far as the directors are aware, there is'no rélévaiit audit information (as defined by: Section 418 of the Companies Act

2006) of which the Company s audltor is unaware, and.&ach director has taken all the steps that he/ she ought to have
taken as a director in order to make himseif/ herself aware of ‘any reievant audit information and to establish that the

'Company; audltor‘ is aware of that. informatiofi:

AUDITOR

The-auditor; Deloitte LLP, will be proposed for'ge-appoinmlent at the forthcoming Annual General Mee‘ting;
REDUGED, DISCLOSURES

Arbor Networks UK Limited, as a quahfymg enuty, has taken advantage of the disclosure exemptlons in FRS 102
‘paragraph 1.12. The Company s shareholders have been notlf ed in wrltmg about the intention to take advantage of the
disclosure exemptions:and:no objections have been received.

The Company also intend to take‘ad'vantage,of"tﬁese exemptions in the financial statements. to be issued in the following
year. '

FUTURE DEVELOPMENTS

Arbor Networks UK. Limited expects continued growth in the European and inter national markets as the Company
_contmues to-expand its sales efforts within these regions, The Company has maintained its posmon as the worid leader
in Distributed Denial of Services (DDoS):protection’by- dnverSIEymg into:the enterprlse sector and continuing to‘introduce
cloud-based DDoS protection against DDoS attacks for the world’s leading organisations.

The Company’s. Advanced Threat Solutions continue-to' be increasingly- pepular across European and lntematlonal,
markets for its new and faster approach to find and resolve advanced threats and reducing the risk on organisations

network..

[y

2 2!9 and signed.on its behalf by:
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ArboirNetworks UK Limited

Dikectors’ Resporisibilities Staterient
for the Year Ended 31 March 2018

The directors are résponsible for preparing the Annual Report and the financial statements in accordance with appllcable
laws and regiilations.

Coiipany law réquires the difectors to prepare findngial statements for each ﬁnancnal year, Under that law the dlrectors

lidve glected to prepare the financial Statemieiits in accordance with United. ngdpm Genera]ly Accepted Accounting

Practice (United ngdom Accdunting Standards and apphcable law), including FRS 102 “The Financial Reportmg
Standard applicable in.the UK aiid Republlc of Ireland”, Under company law the directors miust not approve the:financial
statements unless they are satlsﬁed that hey glve a true and fair view of thie state of affairs of the Compariy and of the

In pre_pafing these financial statements, the directors are requiréd to:
- select suitable accounting policies and'then apply them consistently; '
- makg¢ judgements and accounting estimates that are reasonable and prudent;

- staté Whether: applicable. UK accouiting stafidards have been followed, subject to any material departures
. Adisclb‘Sed‘ and éi{ijfléfiﬁed in the ﬁﬂ"z'trici’al, statementsy 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 -
enableé them to. ensure that the firian¢ial statements comply with the Companies Act'2006. They. are also'responsible for

safe . _a_r_d_mg the assets of the Company and hence for taking reasonable steps for the _preventlon and ‘detection of fraud
and’other irregularities. -
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Independent Auditor’s Report to the Members of
Arbor Networks UK Limited
for the Year Ended 31 March 2018

Report on the Audit of the Financial Statements
Opinion
In our opinion the financial statements of Arbor Networks UK Limited (the ‘company’):

e give a true and fair view of the state of the company’s affairs as at 31 March 2018 and of its profit for the year
then ended;

e 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

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

We have audited the financial statements of company which comprise:
e the profit and loss account;
¢ the balance sheet; _
e the statement of changes in equity; and
‘s 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 apphcab]e 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 compariy in accordance with the ethical requirements that are relevant to our audit of the
financial staternents in the UK, including the Financial Reporting Councils’ (the FRCs’”) Ethical Standard, and we have
falfilled 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
We are required by ISAs (UK) to report in tespect of the following matters where:

e the directors’ use of the going concern basis of accountmg in preparation of the financial statements is not
" appropriate; or A

o the directors have not disclosed in the ﬁ‘nancial statemenfs any identified 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 directors are responsible, for the other information. The other information comprises‘ the:information included in the
annual report, 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 théreon. :

In connection with our audit of the financial statements, our resporisibility is to read the other.information and, in doing
so, consider whether the other information is materially inconsistent with the financial stateéments 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 mlsstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in respect of these matters.
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Independent Auditor’s Report to the Members of

Arbor Networks UK Limited (Continued)
for the Year Ended 31 March 2018

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 baS|s of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRCs’ website at:
wwi.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on othier legal and regulatory réduirements

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

s theinformation 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
o the strategic report and the directors’ report have been prepared in accordance with applicable legal requirements.

Iri 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.

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:
¢ 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 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, o, for the opinions we have formed.

Julian Rae (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

Cambridge, United Kingdom

Date: S’ (.db,\,\o(\:) 2019
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Arbor Networks UK Li’m‘ite‘d-., ,

Profit and. Lioss Accounf .
for the Year.Ended 31.March 2018

Year Ended: Year Ended

31 March 31 March

2018 2017

Note $ &

REVENUE _ 2 151 ,727-,’265, ' 157,124,222
Cost of Sales (9,919, 7.5,2) (11,660,197)

GROSS PROFIT 141,807,513 145,464,025

Operating Expenses ~ ©120,145,151)  (116,173,054)

OPERATING PROFIT 4 " 21,662,362 29,290,971

Interest Receivable and similar iriconie ‘ 5 767,516 462,953

Interest Payablé-and similar expenseés . 6 (21,957). _ (27,171

PROFIT BEFORE TAXATION: ' 22,407,921 29,726,147

Tax-on profit, : 7 (4,894,973) (6,190,796)
PROFIT FOR THE FINANCIAL YEAR ,_ 11 - BSISASL

 CONTINUING OPERATIONS

None of the Company s activities were acquired or dlscontmued ‘during the current year or previous year. The profit. for-

the financial year is whollyattributable to the equ1ty shareholders of the company

TOTAL COMPREHENSIVE INCOME

The Company has no compreliensive income or expenses other: than the profit for the current year and on thig bdsis, no

statement of C01np1ehen51ve Income has been included.

\\
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Arbor Networls UK Limited

Balance Sheet
Asat 31 March:2018 -

. 31 March 31 March
ASSETS- . ’ . Notes 2018 2017

$ $

NON:-CURRENT ASSETS
Property, Plant, Equipment; : 8 . 679,141 ' 352,555
Debtors: due afterone year . : il - 32,680,423, 32,050,153
33,359,564 32,402,708

CURRENT ASSETS

Stocks _ ' 9 1,829,139 2,897,879
Debfors: due within one year 10 © 34,961,805 42,163,539

Cash atbank and i hand o 19,078,398 40816720

115,869,342 85,878,138

TOTAL ASSETS - 149,228,905 118,280,846

CURRENT LIABILITIES
)(_Iier_:jg,ltorse amounts falling due within.one 2 ’ 79,163,002 71,356,367

TOTAL ASSETS LESS CURRENT LIABILITIES 70,065,903 46,924,479 -

NON-GURRENT LIABILITIES |
Crecditors: sounts falling due aer more 13 21,742,800 16,306,612
than one yedr AR

NET ASSETS 48,323,104 30,617,867

CAPITAL AND RESERVES _
Called:up share Capital 15 4 | 4

Profit and Loss A'ccoant . 15 : 47,270,310 29,757,362
Capital-contribution ’ 15 1,052,790 860,501

SHAREHOLDERS' FUNDS. . ' . . 48323,104 30,617,867

Zomand weréssigned

The financial statements were approved:by the Board of Directors.on
on its behalf by: '
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01 April 2016
Prof.'lt'fand_{ total comprehensive income for the
finaneial period :

Capital contribution - Share based payment

31 March 2017

01 April 2017

Profit and total’comprehensive income for the.

financial period ‘

"Capital contribution - Share based.payment

31 March:2018:

Arbor Networks UK Limited

Statemeit.of changes in Equity

Called up:
Share Capital:

$

4-

for the Yedr' Endéd 31 March 2018

Profit and loss

account

$.

6,222,011
23,535,351

Capital
‘contribution

$

427,320

433,181

Total

shareholders'

funds
$
6,649,335
23,535,351

433,181

- 29,757,362

860,501

30,617,867

29,757,362

17,512,948

860,501

192,289

30,617,867

17,512,948

192,289

1,052,790

48,323,104
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Arbor Networks UK Limited

Notes to the Financial Statements
for the Year Ended 31 March 2018

ACCOUNTING POLICIES

The principal accounting policies are summarised below. They have all been applied consistently throughout the
reporting period and the preceding year. .

General information and basis of accountihg
Arbor Networks UK Limited is a private company limited by shares and is registered in England and Wales. The
address of the registered office is given on page 1. The nature of the Company’s operations and its principal

activities are set out in the directors’ report on pages 4 to 5.

The individual Financial Statements of Arbor Networks UK Limited have been prepared in compliance with
applicable United Kingdom Accounting standards, including Financial Reporting Standard (FRS 102) and the

Companies Act 2006.

Arbor Networks UK Limited meets the definition of a qualifying entity under FRS 102 and has therefore taken
advantage of the disclosure exemptions available to it in respect of its separate financial statements. The Company
is consolidated in the financial statements of its parent, NetScout Systems Inc., which can be obtained from 310
Littleton Road, Westford, MA, 01886, USA. Exemptions have been taken in these separate Company financial
statements in relation to presentation of a cash flow statement, financial instruments and remuneration of key

management personnel.

Accounting convention
The financial statements have been prepared under the historical cost convention and are in accordance with

applicable accounting standards and FRS 102, issued by the Financial Reporting Council.

Functional and presentation currency
The Company’s functional and presentation currency is US Dollars because that is the currency of the primary

economic environment in which the Company operates.

Foreign currencies

Transactions in foreign currencies are recorded at the rate of exchange at the date of the transaction or; if hedged,
at the forward contract rate. Monetary assets and liabilities denominated in foreign currencies are retranslated at
the rate of exchange prevailing at the balance sheet date or, if appiopriate, at the forward contract rate. All
exchange differences are included in the profit and loss account.

Going concern

The directors have considered the financial position of the Company at the year end and the financial statements
have been prepared using the going concern basis of accounting. The Company has sufficient funds required to
meet liabilities as they fall due for a period of at least 12 months from the date of signing of these financial

statements.

The directors taking into account all available information about the future, have a reasonable expectation that
the company has adequate resources to continue in operational existence fot'a period of at least; but not limited
to, 12 months from the date which financial statements are authorised for issue. Thus, théy continue to adopt the
going concern basis of accounting in the preparation of the financial statements.

Share based payments

Share based payments: The company’s parent company issues equity- -settled share-based payments to certain
employees. Equity-settled share-based payments are measured at fair value (excludmg the effect of non market-
based vesting conditions) at the date of grant. The fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over the vesting period, based on the company’s
estimate of shares that will eventually vest and adjusted for the effect of nonmarket-based vesting conditions. The
fair value of the employees’ services received.in exchange for the grant of options is recognised as an expense
and additionally as a contribution to equity from the parent company,

Interest receivable
Interest income is attributable to intercompany loans, which are recognised using the effective market mterest

rates. The interest rates are reviewed periodically for its reasonableness.
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Arbor Networks UK Limited

Notes to the Financial Statements (continued)
for the Year Ended 31 March 2018

ACCOUNTING POLICIES (continued)

Revenue
Revenue represents net invoiced sales of goods, excluding value added tax and discounts.

The products sold by the Company maintain stand-alone value as they generally do not require significant
production, modification or customization of software. In addition, installation of the products is typically routine,
requires minimal effort and is completed by company customers or resellers. The Company is required to estimate
a standalone selling price for products and staging or implementation service, and then revalue the elements of
the arrangement. accordingly. The associated product revenue is then generally recognized upon shipment, the
associated maintenance revenue is recognized ratably over the maintenance term and the staging or
implementation service is deferred until completion of the service (usually within 90-180 days).

Arbor uses a hierarchy to determine the selling price for its products and services:

¢ Vendor-specific objective evidence of fair value ("VSOE") - VSOE only exists when Arbor sells the
"deliverable separately and represents the price charged by Arbor for that deliverable. However, majority
of company’s hardware and software products are sold in bundled arrangements and the Compény is

unable to establish VSOE for-those products.

. Third-party evidence of selling price ("TPE") - Arbor sells its products in burdled arrangements; almost
every product is sold with maintenance. Although competition exists buit the Compariy’s artay of product
offerings makes it difficult to-compare its products with those of the competmon Thereéfore, it makes it
very dlff'cult to obtam TPE of its products:

. Best estimate of the selling price ("BESP") - BESP reflects Arbor's estimates of what the- sellmg prices
of elements would be if they were sold regularly on a stand-alone basis. The Company is requned to use
BESP for the dellvelables in the arr anoement when VSOE or TPE of the selling price is not available.

" Intercompany revenue represents the costs cross charged out in relation.to hosted employees with a 5% mark up
as per the intercompany agreements.

Financial.instruments
Financial assets and liabilities are recognised when the Company becomes a party to the conh’actual provisions

of the instrument.

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual mtelest in the assets of
the entity after deducting all of its financial liabilities. .

A financial liability exists where there is a contractual obhgatlon to deliver-cash or another financial asset to
another entity, or to exchange financial assets or financial liabilities under potentially unfavourable conditions.
In addition contracts which result in the entity-delivering a variable number of its own equity instruments are
financial liabilities. Shares contain such obligations are ¢lassified as financial liabilities.

Fmance costs and gains or losses relating to financial liabilities are included in the profit and loss account. The
carrying amount of the Ilabmty is increased by the finance cost and reduced by payments made in respect of that
liability: Finance costs-are calculated so as to produce a constant rate of charge on the outstanding liability.

Dividends and distributions relating to-equity instruments are debited directly to ieserves.

~Page | 13



Arbor Networks UK Limited

Notes to the Financial Statements (continuéd)
for the Year Ended 31 March 2018

ACCOUNTING POLICIES (continued)

Tangible fixed assets

Tangible fixed assets are stated at historic cost less accumulated depreciation and any provision for impairment.
Cost includes original purchase price of the asset and the costs attributable to bringing the asset to its working
condition and its intended use. Depreciation is provided on all tangible fixed assets at rates calculated to write off
the cost less estimated residual value, of each asset on a straight-line basis over its expected useful life, as follows:

Computer equipment — 3 years

Fixtures and fittings — 5 years

Leasehold improvements — 6 years and 3 months (over the life of lease)
Demo & Evaluation - | year and 6 months

Stock
Stock are stated at the lower of cost and net realisable value. Cost includes direct materials, direct labour and
an attributable proportion of manufacturing overheads based on a normal level of activity. Cost is calculated using

the average cost method.

Net realisable value is based on estimated selling price, less any further costs expected to be incurred to
completion and disposal. Provision is made for obsolete, slow moving or defective items where appropriate.

Tax
Current Tax, including UK corporation tax and foreign tax is provided at amounts expected to be paid and
recorded using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is.recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or events that result in an obligation to pay more tax in the future or a right to pay
less tax in the future have occurred at the balance sheet date. A net deferred tax asset is regarded as recoverable
and therefore recognised only when, on the basis of all available evidence, it can be regarded as more likely than
not that there will be suitable taxable profits from which the future reversal of underlying timing differences can
be deducted. Deferred tax assets and liabilities are calculated at the tax rates expected to be effective at the time
the timing differences are expected to reverse. Deferred tax assets and liabilities are not discounted.

Pension costs and other post-retirement benefits

The Company operates a defined contribution pension scheme. Contributions payable to the Company's pension
scheme are charged to the profit and loss account in the period to which they relate.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described above, the diréctors are required to
make judgements, ‘estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from othéer sources. The estimates and associated assumptions are baséd on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and undeilying assumptions are reviewed on an ongoing basis. Revi_sioné to accourting estimates
are recognised in the 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.

Critical judgements in applying the Company’s accounting policies

The following are the critical judgements, apart from those invoiving estimations (which are dealt with separately
below), that the directors have made in the process of applymg the Company’s accounting policies and that have
the most significant effect on the amounts recognised in the financial statements.

¢ Revenue recognition
The Company is required to estimate a stand-alone selling price for products and staging or
implementation service, and then revalue the elements of the arrangement accordingly. Arbor sells its
products in bundled arrangements to its customers using the best éstimate of the selling price (BESP) as
it is unable to establish third-party evidence of selling price (TPE). Although competition exists the lack
of direct comparison of products and unavailability of net pricing would make it difficult to determine a
competitor’s fair value.
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Arbor Networks UK lelted

Notes to the Flnancml Statements (contmu_cd)
‘for the Year Ended 31 March 2018

TURNOVER.

The revenue and profit before taxation for the year ended 31 March 2018 and prior year ended 31 March 2017
are attributable to the principal activity of the Company and Intercoriipany related party revenue, of $8,261,600
'(2017 $10,985,437). .

An aiialysis of revenue by geographical marketis given below:

Year Ended

S b Year Ended
" 31 March 31 March
2018 2017,
$ $
United Kingdom 32,193,752 35,432,568
Rest of Europe 33,324,739 46,528,710
‘United States of America 1,590,417 199,308
South America, 23,824,547 23,588,561
Asia 25,679,120 26,720,207
Rest of the world. 35,114,690, 24,654,868
151,727,265 - 157,124,222
An analysis of revenue by category is given below: '
YearEnded Year Ended
31 March 3’1 March
2018 2017
$ $
Sale of goods (Hardware and software). 85,568,996 94,172,805
Rendering of services 57,896,669 51,965,980
' Intercompany: revenue. . ___;8',2’_6,IA,_6_()_,()__',__ _____ 10 985 437‘
’ _ 151,727,265 187,124,220

The prmc;pal actl-wty of the Company is network traffic. managemeiit, Advanced Threat and DDoS mmgatlon

enterprlses and gove et

STAFF.COSTS

Yeat Ended: Year Erided

31 Match 31 March

2018 2017

$ $

Wages:and Salaries . 5,436,544 01,113,958
Social Security: Costs 417,892 1,463,909
Other. Pension:Costs:(see note 16) 652,062 633 618
6,506,498 - '13 211,485

s as well as-internal network visibility and on-premises DDoS: thitigation tools for
.ofgarnisations.
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Arbor Networks UK Linited

No_tes to the Financial Statements (contmucd)
for the Year Ended 31 March 2018

" STAFF COSTS (corfinued)

The average monthly number of persons (mcludma executive directors) employed by the Company during the

yeéar was as follows

Year Ended Year Ended
© 31 March 31 March
2018 2017
Saies:and pre-sales’ _ ‘ 43 40
‘Customer support.& services : 25 36
Finance, Human Resources and IT : 7 9
Marketing ‘ ' -4 6
| | | 79 8i
Directors’ remuneration: : '
Year. Ended Year Ended.
31 March. 31 March.
2018 2017
: . $ $
Aggregate emoluments . 878,824 1,143,216
Company coniributions to defined benefit contribution scheme 12,607 _ 81,931
' 891 431 l 225 147

‘For the yearended 3’1 March 2018 and prior year ended 3.1 March 2017 three of the five directors provide services
to other group undertakings and it is not practicable to allocate their remuneration across all the group'undertakings,

therefore no amounts in respect.of these directors have been included in the amounts: shown above. The amount-
above only includes remuneration. for the directors resxdent in the United, Kingdom and provided services to the

Company. . ,

Remuneration of the highest paid director: '

Year Ended Year Ended

31 March 31 March

2018 © 2017

$ $

Aggregate einoluments 740;750 ) 1,008,157
Company contributions to defined benefit contribution scheme 1,495 71,062

' 742,045 1,079.219

The-highést paid ditector provides services to other group undertakings, consequently the amounts shown above

represents the.proportion of the Fémuneration dttributable to the services provided to.Arbor Networks UK Limited.
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Arbor Networks UK Limited -

Notes to the Financial Stateménts (continued)
for the Yeéar Ended 31 March 2018

| OPERATING PROFIT

‘The. profiton ordmary activities (2014 - loss) is stated-after charoan(credltlllg)

Year Ended Year Ended

31 March. ~ 31 March

2018 2017

. | $ $

Depreciation of tangible:fixed assets (see note 8): ' 823,311 © 13,195
Cost of stock recognised-as an expense; . 9,619,230 ;110;52'8",85.6:
Impairment of stock recognised as an experise ' 300,523 1,131,341
Foreign exchanoe differences _l_ncl_udmg transiation ) _ '
adjustments, 935,703 (182,043)
Operating lease expenises | : 323,023 349,040
Selling and Distribution costs - o 35,206,196 33,000,797
Administration expenses ' 72,838,367 71,133,572

Fees 'payab"le to 1heig@nip_any auditors'and their associates for the audit of the company's annual accounts

Year Ended Year Ended.

31 March 31 March

2018 2017

$ $

Auditors 'rgﬁlujncfati'bn’ : » ' - 94214 . 171,308
Total‘audit fees _ » ... 94214 171,308
Taxation Compliance servicés 14,111 126,988
Total non-audit fees - . 14,1 11 26,988

Thecompany acqu1red a number-oftangible.assets during the year; the accumulated depreciation of $823,311 has
been reflected in riote 8, from:which $717,580 relates.to Demo-& Eval units, $38,738 relates to' Arbor Networks
UK lelted and the remaining:$66,993 relates to other group business units.. lmpanments of stocks are included

- in cost of sales:

'INTEREST RECEIV ABLE AND SIMILARINCOME

Year Ended Year Ended

31 March 31 March

2018 2017

‘ , $ i$.‘

Bank interest ' . 137,246 4
Interest on'intercompany loan « - 630270 . 462 953,

/

_ 767516 462, 953
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Arbor Ni:tw'orks UK Limited

No_tes to. the Financial Statements (contm ured)
' for the Year Ended 31 March 2018

INTEREST PAYABLE AND SIMILAR EXPENSES

Bank.interest
Intereston intercofmpany: loan

TAX:ON PROFIT

The tax-charge comprises:.

Current tax

Corporation tax at the standard rate of 19, 25% (201:7: 20%)
Prior year adjt ustment o corporation tax '
Crédit for Ovérseas tax. suffered

Year Ended Year Ended

* 31 March 31 March

2018 2017

$ $

) - : '45_588’

21,957 23,189
21,957 27,777

Year énded
) 3 Mﬁ ch

Yearended
3 I March

FO‘i‘éign tax _
Overseas tax suffered

Deferred tax

Origination and reversal of timing differences
Adjustment in respect of previous periods
Effect of changes i tax rates

Taxation charge for theyear.

2018 2017 .
$ $
5,189,834 6,081,841
. (69,838) 41,445
o (307,073)
5.119,996 5,816,213
- 307,073
(159,573) 63,957

95,511)

30,061 3 553}‘
(225,023) 67510

4,894,973 ' 6, 190 796 '

The differerices betweén 'the total tax shown above and the amount: calculated by '1pplymg the faté of UK

‘corporation tax to the profit before tax are-as follows:

Profit before tax.
Corporation fax at the standard-rate of 19% (2017:20%)

Effects of:

Expenses. not deductible’

Tax rate: changes

Prior year adjustment fo corporatlon tax

Yeirended

Yeadrended

31 Mangh 31 March
2018 2017

$ $
22407921 _ 29,726,147
42257,505 5,945,229
772,757 207,675
130;061 (3;553)
(165,349) 41,445

. 4,894973. 6,190,796

Current taxatlon charge for the year

‘CORPORATION TAX:

Corporation tax créditor at-the-erid of the yéar’

31 March. 31 March
2007 2017
5 s

_{2,560,446)

_,(2 961 835)(_
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Arbor Networks ‘UK Limited:

Notes to.the. Financial Statements (continiued)
forthe Year Ended 31 March 2018

TAX ON PROFIT (continued)

Year ended.

31 Match

2017

$ :
(98,013)

57510,

(30,503)

DEFERRED-TAX
' Year ended
31 March,
2018
$
Decreased tax assets at | April ) - (30,503)
Adjustment in respect of prior years : . (95,511)
Deferred tax (credit) charge to profit and' loss account for-
the year e S29311)
Deférred tax (assef)/liability at 31 March ' (255,525)

' Factors that may- affect change in tax: rates
The Finance (No. 2) Act: 20 vhich provides for fediictions in thé miain

fate of corporaflon tax from 20% o
19%, effective from 1. April 2017, was substantlvely enacted on 26 October 2015, Subsequeritly, the Fin

Act2016, which provides fora ﬁirthe_r redgcnon in the main rate 6f corporation tax t§ 17% éffective from: i 4
April 2020, was substantively enacted on.6 September 2016 These rate reductions have been reflected in the

calculatlon of déferred tax dt the balarice shee( date.

Diiting the year commencing- i April 2011 8 thé net reversal of deferred tax llabllmes 18 expected to be

immaterial.

Tliere is o expiry date on timing differences, unused tax losses or'tax credits.

TANGIBLE ASSETS

Fixtires - o Demo &
Coniputer & ‘Leaseliold Evaluation -
equipment fittings improvements units Total
' o $ '$ $
cosT - o o
At 1 April 2017 111,689 7,959 . 277,885 - 407,533
Additions T . 148214 9,629 - 994371 1,152,214
Disposals : (2317 - - - (2,317
At 31 March 2018 : 7257586 27,588 277,885 994,371 _1,557430_
DEPRECIATION : ,
. At.1 April 2017 22,942 2,395 29641 - 54,978
Dépreciation. for the yeai . 54,736 6,534 44,461 717,580 . 823,311
At31 Mirch 2018 77,678 8039 74,102, 717,580 878,289
At31:Maich 2018 179908 . 18,659, 203,783 276,791 . 679,141
At31:Maich 2017 ‘ 88747 _ 5564 _ 248344 352,555
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Arbor Networks UK Limited"

‘Notes to the Financial Statements (confinued)
for the Year-Ended. 31 March 2018

STOCKS
31 ‘March
2018
3

Stocks o | 1,829,139

31 March, -
2017
3

2897879

DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR:
3i March
2018
3

Trade-Debtors . 32,463,294
. Amount owed by group undertakings ‘ : . 1,998,566 -
" Other Debtors - . 244,420:

Deferred tax asset (note7) , 255,525

‘There is-no miaterial differerice between the carrying value of stocks and their replacement cost.

31 March
2017

$
39,510,986
2,035,100
586,950
30,503

....34,961,805

. 42,163,539 .

The amount owed by group undertakings relates to quarterly cross charges: for administration' of hosted °
employees and expenditure for other supplies. It is due and settled within 30 days from the ‘invoice date.

DEBTORS: AMOUNTS FALLING DUE.AFTER MORE THAN ONE YEAR

3.1 March

20.1'8.
S

Amount owed by group undertakings 32,680,423

2017
$
32,050,153

‘The company. loaned $31m to NSRS Holdings. BV;, the l'emain'fng $1,680,423 is the accumulated iriterest on the

loan (2017: $1,050,153). The interést is calculated based on 3 months® USD LIBOR plus 272 basis points; The -

reasonableness of the interest is.sef.to be reviewed-on 07 January 2018. The loan was givén in two. instalments;
$28m on 30 June 2015 and $3m on 10 July2015. At present, a repayment:for the capital and: interest is not
expected within the:next 12 months-of signing the financial statements-and a repayment date has to be arranged

between transacting parties,
' {
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Arbor Networks UK "Li"ni ited

th_es to.the Financial Statements (contmued)
for the Year Ended 31 March 2018

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR'

31 March . 31 March

2018 2017

' $ $

Trade Creditors : ] o 2,608,172 3,804,707

Amount owed to group undertakings' A 15,444,436 7,198,499

VAT 4 190,383 1,170,656
Deéferred revenue ' 50,826,301 44174115

Holiday and pensionvaccrual 188,855 176,366

Other Creditors - o ‘ 156,137 41,089
,Qf,ﬁs‘:j'r-"rag(es and Social security ' 575,245 638,276
Accrued expénses - : 6,612,527 11,190,824.
ComporationTax - » 2560446 2,961,835
" 19,163,002 71,356,367

"The amount owed to group undertakings includes an mtercompany ioan and accrued interest with Cragen

" Limited.

¢

'The interest on'the loan is cal¢ulated at 1.5% (1% above the base rate set by Bank. of England). The loan is

repayable-by. Arbor Networks UK Limifed uponwritten demand.of Cragen Limited. The remainder of the balance
relates to: quarterly cross charges for administration of Arbor employees hosted by other group companies. It is

due and settled within 30 days. from the date of invoice.

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN'ONE YEAR

31 March 31 March:

2018 2017

$ $

Deférred Revenue 21,641 ,568 . 16,3 _06', 612
Other liabilities . ) . 101,232 -
21,742,800 16,306,612

Below:is a-detailed summary showing the recognition of deferred revenue over-,forthi:o‘mingl;pe’r’iods:

31 March

2018

) 4 . $
‘Dug befween one and:twg years. 13,951,428,
‘Due between.two to fivesyears " 7,686,832

31 March.
2017

$
10,968,369

‘Due more than five years: ‘ : 3,308 -
‘ 21,641,568

16,306,612
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. Arbor Networks UK. Limited

Nofes to the Financial Statements (continued

for the Year Ended 31 March 2018

OPERATING LEASE‘COMMITMENTS.

Total future minimum lease payments under operating leases are as follows:

31 March 2018~ 531 March 2017
Car Leases Buildings Car Leases Buildings
. § $ . $ - : $
Lease expiring . o o
Within one year 34,240 298,667 39,292 263,526
One to five years 94,502 1,076,859 60,477 1,213,682
128742 . 1375526, ... .. 99,769 _ 1,477,208

The bu1|dmgs lease is between ‘Arbor Networks UK Limited and Novell UK limited, commencing 24 March.2016
and expirinig. on 8 ‘March 2022. The rent is settled quarterly starting from 24 December 2016 offering thirteen
months rent free period split into two period of nine months at the start of the. lease and another four months: from

24 May 2020 to 23 September 2020. The overall lease payments are spread over the life of the lease including

any rent free periods.

CALLED.UP-SHARE CAPITAL AND RESERVES

Allotted, issued and fully paid:

- 31 March 3t March

A“Otted ’ Nosiindl 2018 . 2017
Number: Class: Value: $. . 5
2 " Ordinary ' £l 4 4

The Company has-one class of ordindry shares which carriés no nght to fixed income. The hominal value of the
two shares is: in: Great British Pounds, which weére translated into -the: functional cunency, US Daollars at the

" exchange rate of 1.945 as of 22 April 2014 . R

The Company’s othér ‘r.es‘er\"c_s' 'a'rje_- as follow:.
The profit and loss reservé répresent cumulative profits,

The _capital contribution repiésents. the Share based payment resérve eartied at 31 March 2018 by certaiil
employees as part of the Parent Company restricted stock. units (RSUs) program.

PENSION COMMITMENTS

The: Company operates a group defined. contributions pension scheme. The assets of the scheme are held.

separately from. those of the. Company in an mdependently administered. fund: The pension cost -charge

represents contributions payable by the: Company. to the fund. and amounted to $1,026,006 (20]7 $1,133, 076)':
from which, $652,062 (2017 $633 ,618) rélated to the employees of Arbor Networks UK. lelted and the.

remaining £373 944 (2017: $499,458) relates to hosted employees from othel group business units. These costs
are recharged-to these other business units-as partof the intercompany revenue recharge agreement. Qutstanding
pensnon ‘confributions at the end of year. amounted to $1 01, 809 (2017 $ 100,163).
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Arbor Networks UK Limited

Notes to the Financial Statements (continued)
for the Year Ended 31 March 2018

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The Company’s immediate parent undertaking is TF Holdings BV, a company incorporated in the Netherlands.
At present and at the balance sheet date, the ultimate parent undertaking, controlling party and the smallest and
largest group to consolidate these financial statements is NetScout Systems Inc., a company incorporated in
Delaware in the United States, trading on NASDAQ under NTCT. The consolidated financial statements of this
group are available to the public and can be obtained from 310 Littleton Road, Westford, MA, 01886, USA.

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY (continued)

Related party transactions

As per section 33.1A of FRS 102 Related party disclosures, disclosures nieed not be given of transactions entered
into between two or more members of a group, provided that any subsidiary which is-a party to the transaction is
wholly owned by such a member. The Company transacts with various other entities within its Group at arm’s
length, however, the particulars of these transactions need not be disclosed. The only other related party
transactions are with two of the Directors of the entity, who are paid via the Company’s UK payroll.

SHARE-BASED PAYMENTS

Equity-settled sharé-based payments:

The Company grants certain employees’ rights to restricted stock units (RSUs) of NetScout Systems Inc., its
ultimate parent company. The fair value of share based awards granted to employees is measured at the grant date
and recognised as an expense over the vesting period, generally four years, subject to the company estimate of
the number of awards which will lapse. The only performance condition is that the individual is an employee of
the company at the vesting date.

:

RSUs are granted to selected employees with a fixed release date. One fourth of the RSUs granted are released -
annually on the anniversary of the grant date. Options are valued using an accepted pricing model. The fair value
per RSU granted and additional information used in the calculation are as follows:

2018 20i8 - 2017 2017
WAEP ' WAEP
. No $ " No $
Outstanding at 1 April 2017 103,103 30.44 69,873 36.69
Granted during the year ‘ 64,545 34.56 62,439 - 2521
Issued during the year : © (30,798) 31.56 (16,433) 37.07
Forfeited diiring. the year (4,532) 3125 (12,776) . 30.59
Outstanding at the-end of the year : 132,318 . 103,103

Exercisablé at the end of the year I_3’2,3 18 32.16 103,103 30.44

The weighted average fair value of RSUs granted in the year was $2,230,731 (2017: 1 574 ,037) with $1,304,515
(2017: 1,293,682) bemg charged to the profit-and loss account during the year.

CONTINGENT LIABILITIES

The.bank has prpvidcd the group class guarantee facility of GBP 2,222,222 which. will be reviewed in February
2019. There is also a Guarantee dated 01 October2013 in favour of HM Revenue and Customs for GBP 500,000.
Securities are held with Composite Company Limited. There: have been no changes to the group guarantee
facilities at the time of signing the financial statements.
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