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Xstrahl Group Holdmgs Limited

4 Strateg|c report
For the year ended 31 December 2020

The directors present their strateglc report together with the audited financial statements for the year ended
31 December 2020. .

Principal activities

The Xstrahl Group of companies (“Xstrahl”), headed by Xstrahl Group Holdings Limited (“XGHL”), is a leading
designer and manufacturer of superficial orthovoltage X-ray systems used in the treatment of cancers and
dermatological disorders, as well as a pioneer in the development of advanced X—ray systems for pre-clinical
" radiation blology research.

XGHL is the holdlng company of a number of subsidiaries, all of which were acquured on8 March 2018 when Risk
Capital Partners LLP backed the incumbent Xstrahl management.

The company is headquartered in Britain and has a presence in the United States and Germany The majority’ of
its products are exported globally. Its customers are mainly hospltals and laboratones

Principal developrnents during the perlod

During 2020, the Company built on its successful launch of RADiant, being a dual-modality surface radiation
therapy system offering a non-surgical treatment alternative to Non-Melanoma Skin Cancer and a number of other -
skin conditions. RADiant has now been sold into the European market followmg the early interest and success in
the United States. .

In March 2020, the group started to be impacted by Covid-19. Decisions were taken at this point to review the
headcount and to permanently reduce wage costs. We were also able to utilize the various government incentives
across our three key geographies. The group's order book in all systém categories remained heaithy despite the
pandemic, and we found that our sales personnel were able to adjust very well to working virtually. ’

.Fortunately, hospital and umversnty budgets were not cut as we originally feared mtght be the case and asa result
the majority of our Brownhills production team were able to continue working to produce systems for stock and for
sale, albeit with the necessary safeguarding measures in place. On the service side of things, collaborations were
made .with local distributors and through enlarging our network here we were able to fulfill our installation and
malntenance obligations.

Travel costsfell during the period as our teams worked from home or were on furlough. A change took place to the
marketing strategy to online events, saving considerable money on in person exhibitions. Furthermore, an
agreement was made with the Landlord in Camberley to exit our lease; as a result, all the Group’s UK affairs were
moved to one site in Brownhills, in the West Midlands. In terms of cashflow, whilst the group took certain steps in
early March to manage cash more prudently, this need to exercise extreme caution was relatively short lived.

The CIXD cabinet design project, part furided with a grant from Innovate UK, will enable Xstrahl to place a unique
product on the market. Designed to replace radioactive sources such as caesium, the CIXD will be a high power
irradiator for use within cancer research. Its unique selling point will be based around the dosmetry of the two X-
ray beams, configured to mimic that currently only achleved with active sources. °

Business review

The financial statements cover the year to 31 December 2020."

~

Income Statement

Revenue during the period was £11.4m (2019 - £11.2m). The Group’s predominant markets are in the US, UK and
Eastern Europe. A breakdown by territory is shown in note 4. Revenue predominantly relates to the capital sale of
systems and devices, as well as recurring income for service, plus income for spare parts and software.

Cost of sales of £5.1m (2019 - £4. 9m) reflects both the cost of system parts and freight charges, as well as other
direct cost of sales.



Xstrahl Group Holdings Limited

. Strateglc report-
For the year ended 31 December 2020 (contmued)

\

Business review (continued)
.Inco'me Statement (continued)

Administrative expenses of £7.2m (2019 - £8.2m) include £1.3m (2019 - £1.2m).in respect of the amortisation of

intangible assets, £0.2m (2019 - £0.2m) of depreciation and.£0.1m of amortisation of right-of-use assets (2019 —

£0.1m). A further £5.4m (2019 -— £6.8m) of administrative expenses arise in relation to all indirect staff costs,
- marketing and exhibition expenses, the cost of running the Group s varlous offices and assembly plants, research
- costs that do not meet the criteria for capltallsatlon : ,

Th|s £1 .Om decrease from the prior year represents both temporary and permanent cost savings. Travel costs fell
in the year by around 50%. Wages decreased by £1.0m as a result of a lower number of heads and the offset of
the UK furlough grants. Marketing costs.fell by just 10%, but this also reflects a material uptick in activity levels and
an outsourcing-of our entire marketing function. R&D costs lowered during the period as we took prudent steps to
‘temporarily reduce this mvestment in the light of the initially unquantifiable impact of Cowd 19. .

Depreciation of £0.2m noted above is set out in detail in the Property, plant and equipment note in note 12, and
reflects a full year (2019 — full year) depreciation charge predominantly relating to plant, machinery, fixtures and
fittings. The £1.3m charge for amortisation of its acquired intangible assets is set out in detail in note 15.

The |mpact of Covid-19 during the year is detailed within pnncnpal nsks and uncertalntles

Finance expense of £1.5m (2019 £1 4m) predominantly anses on interest payable on vendor and non-vendor
loan notes. . :

Group loss before tax can be reconciled to Group EBITDA. before research costs (which the Group considers to be
a more relevant measure of earnings) as follows: -

ﬁ

EBITDA Re’cont':iliation. : : '+ .Note  ° 2020 2019 -
_ : : - . £000 . £,000
Loss before tax for the period . o B ~(2,016) - (3,253)
Depreciation - -~ = - o S 1 12 - 184 171
Amortisation of intangible assets 15 ’ 1,300 1,231

. ‘Amortisation of nght—of—use assets ' 13 - o220 126
Net finance costs o . 8 -1,494 - 1,357

~ Foreign exchange losses o - ' ' 103 . 246
Group EBITDA : . : : 1,187 - . (122)
Cash flow ~ ’

Cash at bank at 31 December 2020 is £1 7m (2019 - £0 3m) During the year, £2.0m (2019 £0.04m) was
generated from operating activities. Net cash used in investing activities during the year was £0.4m (2019 £0.7m).
Net cash outflow from fi nancmg activities durlng the year was £0.3m (2019 ~ £0.5m).

Cash flow has improved in the perlod asa result of a number of factors — firstly a cash generatlve EBITDA, secondly ‘
the receipt of government support and thirdly the acceleration of cash recelpts on our trade debtor book.

Followmg the balance sheet date, the company contmues to take advantage of Government |ncent|ves in the :
" territories in which it operates. . -



Xstrahl Group Holdings Limited

Strategic report
For the year ended 31 December 2020 (continued)

Business review (continued)
Income Statement (continued) :
~ Debt

The Group has no bank debt and no bank oyerdraft facility. There is long term debt in the form of two categories
of loan notes, which total £18.9m (2019 - £17.7m). The terms of these loan notes are set out in-note 17.

Future prospects

At the time of wrltlng there is a strong pipeline of purchase orders supbortmg future sales. Xstrahl has been
succesful in increasing its presence in'a number of territories, and a recent change in the law in Flonda has positive
|mpllcat|ons for the RADiant product.

In general here, we are now investing more resource in to our clinical marketing — this supports all our radiotherapy
lines — for both benign and non-benign conditions and also, to the Dermatologlcal Community in the Us, and
elsewhere.

There are ongoing risks to the business from Brexit, such as in‘supply and regulatory and these risks are being
managed appropriately and specialist accounting advice is being taken in respect of minimising any export risks.

The Directors are confident in the long term future of the business.
Principal rlsks and uncertalntles
The Company has implemented a co- ordmated set of risk management and control systenis, including strateglc

planning and management reporting, to help ant|C|pate measure, monltor and manage its exposure to risk: Risks
which the Company faces include:

Risk factor

Potential Impact

Mitigation Taken

Price and product competition

Loss of market share -

Continually evolve products to sunt the |.
market’ and maximise competitive
advantage

Loss of supply of product
components

“Delays in manufacturing process

Avoid single point of failure risk in the
supply chain

Foreign currency, credit and
interest rate risks (considered
in more detail in note 22)

Decreasing asset value and potential
increased cash flow outgoing on

‘loans and borrowings

Hedge ‘FX where applicable, monitor
interest rates and renegotiate loans if
required.

Failure to acquire / develop
new technology

Loss of competitive advantage and/or
market share

Invest in Research and Development
to ensure we maintain cuttmg edge’
product technology 1

Failure to comply with complex
regulatory frameworks

Loss of accreditation .

Engage with Medical Director with
significant Q&R background, invest
as required to ensure all regulatory
requirements are met and maintained

| Brexit risk foIIong the UK's
exit from the EU on 31 January
2020

Increased freight charges, difficulty
importing and exporting materials and
products

Ship items complete whereever
possible to minimise freight, build
‘leeway’ into timing plans for imports /
exports

Supply chain risk as a re:sult of
the Covid-19 pandemic .

Delays in manufacturing process

Seek alternative supphers for all key
materials and products, partlcularly

: from ‘red’ Covid countries.




Xstrahl Group Holdings Limited

Strategic report
For the year ended 31 December 2020 (continued)

;Principal risks and uncertainties (continued)

There continues to be an ongoing risk to Xstrahl due to Covid-1 9‘, albeit the risk to the business is considerably
smaller than it has been over the Jast 18 months. This has had serious effects on global travel, and the ability of
service engineers to visit customers sites for installations, although the impact of this has been mitigated as much
as is possible through the use of video technology and remote installations. Our Brownhills. assembly p|ant and
Suwannee facmty contlnue to operate as normal wnth appropriate safety measures in place

Approval

. This Strategic Rep'oh wés approved by the Bdard and signed on its behalf <.)nA

]

P L Viner o o o '
Director S .

Date: 13 September 2021



Xstrahl Group Holdmgs lelted

: D|rectors report
For the year ended 31 December 2020

The directors present their report together wrth the audited financial statements for the year ended 31 December
2020. x : .

Results and leldends

The consolrdated statement. of comprehensrve income is set out on page 12 and shows the loss for the year
The drrectors do not recommend an ordinary dividend. |

Research and development

The Group invests in research and development in the United Kingdom and the United States through its main UK.’
and US trading subsidiaries. During the year, the Group spent £559,798 (2019 - £684,241) on research and -
development, £257,809 of which was expensed to the income statément during the year (2019 - £140,522).

Financial instruments

Xstrahl's flnancral risk management objectlves and policies, mcludmg its exposure to fi nancral rlsks are set outin
note 22 to the financial statements.

Going concern

. The Directors and management of the business have reviewed the Group’s detailed forecast cash flows for the
~ forthcoming twelve months from the date of the approval of the financial statements and consider that the Group
will have sufficiént cash resources available to meet its liabilities as they fall due. These cash flow forecasts and
re-forecasts are prepared regularly as part of the business planning process. These forecasts have been analysed,
subjected to stress testlng, scenario modellmg and sensitivity analysis, which the Directors consider sufficiently
robust.

As part of this assessment, the Directors performed a "reverse stress test" in order to model a scenario to identify
the adequacy of the Group's cash resources as a whole to fund all of the various parts of the Group for the next
twelve months. This scenario assumed a large number of forecast and expected system sales did not occur. In
performing this exercise, cash resources were more than adequate and there was no (three strike) breach of the -
Vendor Loan Note Covenants .

Whilst stress.testing the business is important the Directors expect the Group to continue to meet its day-to-day
working capital requirements from the cash flows generated by its trading activities, loan facilities as well as cash
resources available to it throughout the three trading divisions should it be required. Accordingly, these financial
statements have been prepared on the going-concern basis. Further details are included in note 2 to the
consolidated financial statements.

Employment of drsabled persons

Xstrahl operates an Equal Opportunrtles pollcy and is committed to the prlncrples of equal opportunrtles The
Company believes that all employees and job applrcants have the right to be protected from unfair treatment. The
Company’s objective is to provide a fair and equal working environment that is free from all forms of discrimination
and harassment of any kind, including in respect of race, religion and belief, pregnancy and matermty, sex, marriage
and civil-partnership, disability, gender-reassignment, age and sexual orientation. .

’Employee involvement

Xstrahl is committed to providrng all its employees with regular briefings on the developme'nt of the business and
key issues affecting staff. This is achieved in a number of ways, using both the IT systems by email and through
direct meetings and dlscussmns :

Management convene monthly staff meetings to update staff on the strategic and local development of the
business. Normally, an essential part of these meetings is an open question and answer session where all
employees are encouraged to raise any issues they may have for discussion.

5



Xsltrahl 'Group HoldingseLimited'

Directors’ report )
For the year ended 31 December 2020 (contlnued)

Risk management

Xstrahl seeks to mitigate risk in all aspects of its operation. Primary risks and risk mitigation. measures are
summarised in the Strategic Report. .In summary, many of the key areas. of risk (strategic and ethical, management
and key staff, clients and suppliers) are considered to be low; legal and compllance risks and accountlng risks are
" considered to be low-to-moderate. . .

. Xstrahl's operatlons expose ittoa varlety of financial risks including the effects of changes in interest rates on-debt;
. foreign currency exchange rates, credit risk and |IQUIdIty risk. These are monitored. by the Board and wére not
considered to be significant at the: balance sheet date. The Group’s policies towards each of these mdwudual
financial risks are addressed in note 22.

Overall, the Board consnders that percelved risk within the business is well managed aIthough the Board contlnues
to monitor the risk profile as the Group develops

Dlrectors
" The dir.ectors of the Company during the year were: . ’ Lo

L O Johnson

M J Simmonds (reS|gned 30 July 2020)
A J Treverton

A C Tulk

P L Viner

- M S Sandhu (resigned 24 March 2021)
J R Jenkins (appointed-30 July 2020) .

Their interests in the Ordinary share c’apital of the Company at 31 December 2020 were:

Ordinary : A ordinary Eordinary - C ordinary -

- shares ’ shares shares ~°  shares

LO Johnson = . - s . - -~ 63,607 - ' -
MJ Simménds - . R - 2,037 : - .~ 5300
A J Treverton S - 10,977 ST 3,534 Co-
ACTulk - : : A 1,132 ) - . 8,364 . -

P.L Viner o S 563 . - 4,123 " 4,300

* M S Sandhu : . - - ~ 2,404 ’

" JR Jenkins I . 208 - P 7100
Audltor

All of the current directors have taken aII the steps that they ought to have taken to make themselves aware.of any
information needed by the Company's auditor for the purposes of their audit and to establish that the auditor is

aware of that mformatlon The directors are not aware of any relevant audlt |nformat|on of WhICh the auditor is .

unaware.

BDO LLP have expressed their willingness to continue in ofﬁce A resolutlon to re- apponnt them wnII be proposed at ‘

the annual general meeting..

On behalf of the Board

) T 13 September 2021 ' R
PL Viner - '
Director



Xstrahl Group Holdings Limited

_Directors' responsibilities statement
For the year ended 31 December 2020

)

The directors are responsnble for preparing the strategic report the directors’ report and the financial statements in
accordance with appllcable law and regulatlons . ‘
Company Iaw requires the Directors to prepare financial statements for each financial period. Under that Iaw the
Directors have elected to prepare the Group financial statements in accordance with international accounting -
standards in conformity with the requirements of the Companies Act 2006, and the Company financial statements
in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law). Under company law the Directors must not approve the fi nancial statements unless:
" they are satisfied that they give a true and fair view of the state of affairs of the Group and Company and of the
profit or loss of the Group for that period. '

In preparing these ﬂnancia_l statements,the Director‘s‘ar‘e required to:
. ® . select suitable accounting poiicies and then a‘pply them consistently;
] make judgements and accounting estimates th'at are reasonable and pruden_t;
] state whether they have been prepared in accordance i/vith international accounting standards in conformityA
with the requirements of the Companiés Act 2006 (for the Group), and United Kingdom Generally Accepted

Accounting Practice (for the Company), subject to-any material departures disclosed and explained |n the
financial statements and

. prepare the fi nancial statements on the going concern baS|s unless it is inappropnate to presume that the
Group and Company WI|| continue in business.

The Directors are responsible for keeping ‘adequate accounting records that are sufficient to show and explain the
"~ Group and Company’s transactions and disclose with reasonable accuracy at any time the financial position of the

. Group and Company and enable them to ensure that the financial statements comply with the: Companies Act, : .

2006.. They are also. responsible for safeguarding the assets of the Group and Company and hence for taking
reasonable steps for the prevention and detectlon of fraud and other |rreguiar|t|es



Xstrahl Group Holdmgs lelted

Independent auditor's report

TO MEMBERS OF XSTRAHL GROUP HOLDINGS LIMITED
Opinion on the financial statements

In our oplnlon ) ’
¢ the financial statements give a true and fair view of the state of the Group s and of the Parent Company’s
affairs as at 31 December 2020 and of the Group’s loss for the year then ended;
. » the Group financial statements have been properly prepared in-accordance with lnternatlonal accounting
: standards in conformity with the requirements of the Companies Act 20086;
-+ the Parent Company financial statements have been properly prepared in accordance with United Kingdom .
Generally Accepted Accounting Practice; and
» the financial statements have been prepared in accordance W|th the requrrements of the Companies Act
2006.

‘We have audited the financial statements of Xstrahl Group Holdings Limited (the ‘Parent Company’) and its
subsidiaries (the ‘Group') for the year ended 31 December 2020 which comprise the consolidated statement of
comprehensive income, the consolidated statement of financial position, the consolidated statement of changes in

equity, the consolidated statement of cash flows, thé Company statement of financial position, the Company
- statement of changes in equity and notes to the fi nancial statements, mcludmg a summary of significant accounting
policies. -

The financial repomng framework that has been applied in the preparation of the Group financial statements is
applicable law and international accounting standards in conformity with the requirements of the Companies Act
2006. The financial reporting framework that has been applied in the preparation of the Parent Company financial
statements is applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard
102, The Financial Reporting Standard in the United Klngdom 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) (1ISAs (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 believe that the audit evidence we haye obtained is sufficient
and appropriate to prowde a basis for our oplnlon .

4 Independence

We remain mdependent of the Group and the Parent Company in accordance with the ethical requrrements that
- are relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance wuth these requrrements

Conclusuons relatlng to going-concern

In" auditing the fi nancnal statements, we have concluded that the Dlrectors use' of the gomg concern basus of
. accountlng in the preparatlon of the financial statements is approprlate

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 Group’s and Parent Company’s ability
to continue as a going concern for a period of at least twelve months from when the fi nanmal statements are

authonsed for issue. X
Our respon5|b|I|t|es and the respon5|blllt|es of the Directors with respect to gomg concern are described in the -
relevant sectlons of this report. . .



Xstrahl Group Holdings Limited

Independent auditor's report (continued)’

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report and financial statements other than the financial statements and our auditor's report thereon.
. Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon. Our responsrbllrty 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.
Other Companies Act 2006 reporting
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
o the . Strategic report the Directors’ report have been prepared in accordance with applicable legal
~ requirements.

In the Iight of the knowledge and understanding of the Group and Parent Company and its environment obtained
in the course of the audit, we have not identified material misstatements in the Strategic report or the Directors’
“report. ' ’ :

We have nothing to report in respect of the following matters in relation to which the Comnanies Act 2006 req~uires
us toreport to you if, in our opinion:

_ e adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us; or
+ the Parent Company financial statements are not in agreement with the accountlng 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.

Responsibilities of Directors

As explained more fully in the Directors’ responsibilities statement, the Directors are responsible for the preparation
of the financia! 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 Group’s and the Parent
 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 Diréctors either intend to liquidate the Group or the Parent
Company or to cease operations, or have no realistic alternative but-to do so.



Xstrahl Group Holdings Limited

.Independent auditor's reporf (continued)

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 arefree 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. .

Extent to which the audit'was capable of detecting irregularities, including fraud

Irregularities, including fraud, are inetances 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.

In rdentrfyrng and assessing risks of material misstatement in respect of wregulantres including: fraud and non-
compliance with laws and regulations, our procedures included:

o ob;aining an understanding of the legal and regulatory framework that the Group operates in, focussing on
those laws and regulations that had a significant effect on the consolidated financial statements or that had a
fundamental effect on the operations of the Group, namely: ’

: o Companies Act 2006;
o International accounting standards (Group) -
o United Kingdom Generally Accepted Accounting Practice (Parent company);
o ISO Quality standards; and
o Relevant tax legislation. :

e Enquiring of management and those charged with governance, including obtalnlng and revrewmg supporting
documentation, concerning the Group’s policies and procedures relating to:

o identifying, evaluating and complying with‘laws and regulations and whether they were aware of any
instances of non-compliance;

o. detecting and responding to the risks of fraud and whether they have knowledge of any actual
suspected or alleged fraud; and .

o challenging assumptions made by management in their significant accounting estimates.

e Discussing among the engagement team regarding how and where fraud might occur in the financial
statements and any potential indicators of fraud.  *

¢ Identifying and testing Journal entrles in particular those journal entries con5|dered most susceptlble to fraud

Our audit procedures were designed to respond to risks of material misstatement in the financial statements,
recognising that the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting
one resulting from error, as fraud may involve deliberate concealment by, for example, forgery, misrepresentations
or through collusion. There are inherent limitations in the audit procedures performed and the further removed non-
compliance with laws and regulations is from-the events and transactions reflected in the fi nancral statements, the
less likely we are to become aware of it. :

A further description of our responsibilities is avallable on the Financial Reportlng Council’'s websrte at:
www frc.org. uk/auditorsresponsibilities. This descrrptlon forms part of our audltor s report.

10 .



_ Xstrahl Group Holdings Limited

Independent auditor's report (continued)

Use of our report

‘This report is made solely to the Parent 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 Parent 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 Parent Company
and the Parent Company's members as a body. for our audit work, for this report, or for the oplmons we have
formed. :

DocuSigned by:

Danidd waéoi

981215F1E623A457 ...
Daniel Henwood (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
Reading -
United Kingdom

Dafe .14 September,2021

BDOLLPis a Iimited'liability partnership registered in England and Wales (with registered number OC305127).

11



Xstrahl Group Holdings Limited

éons&lidéted statement of comprehensive income
For the year ended 31 December 2020

2019

oL 4 Note - 2020
i : ' B ' , - £'000 . £°000
‘Revenue - 3 - ' 4 11372 11,187
Cost of sales o A A ‘ o (5,104) (4,882)
Gross profit ' : : _ o 6,268 6,305
Administrative expenses . o oo o '(7,150) (8,201) .
. Other operating income - . T 5 .. 360 -
Operating loss - ‘ I C 5 (522) (1,896)
. Finance expense © . - 8 . (1,494) (1,357)
Loss on ordin.ary activities before tax’ R C o . (2,016) - . (3,253)
Taxation credit/(expense) on loss on ordinary activities . 9 64 (37) -
Loss after tax ' 7 ‘ - . - (1,952) "(3,290)
" Other comprehensive income:
Translation differences arising on revaluation of Group entities in a o - ‘
different functional currency I o - 17) 22
Other comprehensive incomé, net of income taxes o | (17) _ 22
Total comprehensive loss C : : ' (1,969) - (3,268)
Attributable to: Owners of the Company . o  (1,969) (3.268)

~ The notes on pages 17 to 50 form part of these financial _stateménts_.

12
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Xstrahl Group Holdings Limited

Consolidated statement of financial position
‘For the year ended 31 December 2020

. ' the-
ASSETS S
Inventories - . 10
Trade and other receivables ’ 11
Cash and cash equivalents
Total curreht assets
Property, plént and equipment » ) o v 12
Right of use assets ) : 13
- Goodwill ‘ " o . . 14
Other intangible assets o o 15 .
Deferred tax asset = o 19
Total non-current assets
Total assets
. LIABILITIES AND EQUITY ‘ A A
Trade and other payables- : ’ 16
Provisions . ‘ _ 18
Lease liabilities o ' ‘ _ N 13
Total current liabilities
Loans and borrowings : - 17
Lease liabilities . 13
" . Provisions ‘ : : ‘ 18
" Deferred tax liabilities = | - . S ) 19

Total non-current liabilities

Total liabilities

13

2020 - 2019
£000 . £000
2,287 2.388
3,058 2,885
1,731 349 -
7,076 5622
307 445.
531 . 658
2,420 2475
8,404 9.470
4 S22
11,666 43,050
18,742. 18,672
5,812 - 4,675
107 "
88 105
6,007 4,780
- 18,857 17,734
" 465 .. 554
9 86"
1,976 2,121,
21,307 20,495

27,314

25,275




- Xstrahl Group Holdtngs.Limited.

Consolidated statement of financial position
For the year ended 31 December 2020

2020

: 2019

X £000 - £000
Equity ' ‘ : . A
Share capital - T . : .20 1 1
Share premium : “ ) . . 94 94
Translation reserve L v ' 466 483
.Retained deficit . " - o . : - (9,133) (7,181)
Total shareholders’ deficit : L o ) (8,572) (6,603)
Total liabilities and equity ' S . ' ‘18,742

- 18,672

These financial statements were approved and authorised for issue 'by the board of dlrectors on 13 September

. 2021 and were S|gned on their behalf by:

~PL Viner
Director

The notes on pages 17 to 50 form part of these financial statements
' ‘ a 14. .



Xstrahl Group Holdings Limited

Consolidated statement of changes in equity

For the year ended 31 December 2020

At 1 January 2020
Loss for the year .
Other comprehensive .
income

Total comprehensive loss

for the financial year

At 31 December 2020

details are provnded in note 20.

At 1 January 2019

Loss for the year

Other comprehenswe
income

Total comprehensive loss

* . for the financial year

\ Balance at 31 December
2019

. . Total -
" . Share Share Translation Retained - shareholders' -
capital . premium reserve . deficit ] deficit
© £'000 £000 - £°000 £000 :_E’OOO
L 94 - 483 (7,181) (6,603)
- - B (1,952) (1,952)
. . 7 - (17)
- - - (17) -(1,952) (1,969)
1 94 . 466 (9,133) (8,572)
. P
Changes in equity during the year ended 31 December 2020 included a share buyback totalllng £11. . Further
. . : Total
Share . Share Translation Retained shareholders’
capital -premium reserve deficit . deficit
£'000 - £'000 £'000 £'000 £000 '
1 94 461 (3,892) (3,335).
- - - (3,289) (3,289)
- - 22 - 22
- . 22 (3,289) (3,267)
1 94 483 (7,181) ~ (6,603)

Changes i in equlty during the year ended 31 December 2019 included a share issue totalling £27. Further details .

are provnded in note 20.

The notes on pages 17 to 50 form part of these financial statements
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* Xstrah! Group Holdings Limited‘

Consolidated statement of cash flows
For the year ended 31 December 2020

' Note

Cash flows from operatmg activities
‘Loss for the year
Adjustments to reconcile net income to cash flows from operatmg act/wtles

Depreciation of property, plant and equipment . 12

Amortisation of intangible assets . ] 15
Amortisation of right-of-use assets : . . 13

Finance expense ‘ -8

Losses on sale of property, plant and equupment . 12
. Income tax (credlt)/expense :

Opérating pfofit I{loss) before changes in working capital and pro{/is_ions

Changes in assets and liabilities

Inventories

Trade and other recelvables

Trade and other payables
Provisions ’

Cash generated from operationé ) . ‘ L

Interest paid
Income tax refund received/(paid)

Net cash flows from operating éctivities

Cash flows from investing activities'

Purchases of property, plant and equment, : 12

Purchases of intangible assets . 15
" Net cash used in investing activities

Cash flows from fin;ncing activities . .

Principal paid on lease liabilities ‘ ' . ’ 13

Interest paid on lease liabilities : ' } ' 13
Interest paid on loans and borrowings B

Net cash used in financing activities.

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Exchange losses on cash and cash equivalents

Cash and cash. equivalents at the»end Aof the year

The notes on pages 17 to 50 form part of these financial statements’
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1,731

20200 - . 2019 |
£000 £000
(1,952) (3,290)
184 171
1,301 1,231
122 126
1,494 1,357
47 .
(64) 37
1,432 (368)
101 587
(316) 1,769
1,026 (1,909) |
30 38
1,973 17
(1) -
57 (75)
2,029 a2
(96) ' (186)
(307) (544)
(403) (730)
(100). (126)
- (38) . (35)
(200) | (333)
(338) -(494)
© 1,288 (1,182)
349 1,288 -
94 243 .
349




Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020

Basis of prep_aration

The accompanying financial statements present the operations of the Company and have been prepared and
approved by the directors in accordance with international accounting standards in conformity with the
requirements of the Companies Act 2006. The financial statements are prepared on the historical cost basis.

" The principal accounting policies adopted in the preparation of the consolidated fmanmal statements are set'

out in note 2.

The QOnsoIidated ﬂnancial statements are presented in Pounds Sterling, which is also the parent company's
functional currency. All amounts are-rounded the nearest thousand (£'000) unless otherwise stated.

These financial statements have been prepared in accordance with .international- accounting standards in

conformity with the requirements of the Companies Act 2006. The UK's departure from the European Union

at 11pm on 31 December 2020 requires the Group to apply frozen IFRS standards as at the balance sheet

date, in accordance with The International Accounting Standards and European Publlc L|m|ted Llabllaty
" Company (Amendment etc.) (EU Exit) Regulations 2019

The preparation of financial statements international accounting standards in conformity with the requirements
of the Companies Act 2006 requires the use of certain critical accounting estimates. It also requires Group
management to exercise judgment in applying the Group's accounting policies. The areas where significant
judgments and estimates have been made in preparing the financial statements and their effect are disclosed
in note 3.

Changes in accounting policies

The group has applied the following standards and amendments for the first tlme for their annual reportmg
period commencmg 1 January 2020:

o Definition of Material — amendments to IAS 1 and IAS 8
e Definition of a Business'— amendments to IFRS 3
¢ Revised Conceptual Framework for Financial Reportlng

The amendments listed above did not have any impact on the amounts recognlsed in prior periods and are
not expected to significantly affect the current or future periods.

New standards, interpretations and amendments not yet effective

In subsequent years, the Group expects to apply UK-adopted international accounting standards. The Group
is not aware of any other standards issued, but not yet effective, that will have a material impact on the
Group in years after 31 December 2020

Accounting policies

Basis of consolidation

Where the Company has control over an investee, it is classified as a subsidiary. The Company controls an

investee if all three of the following elements are present: power over the investee, exposure to variable
returns _from the investee, and the ability of the investor to use its power to affect those variable returns.

Control is reassessed whenever facts and circumstances mdlcate that there may be a change in any of these’

elements of control.
De-facto control exists in situations where the Company has the practical ability to direct the relevant activities

of the investee without holdlng the majority of the voting rlghts In determining whether de-facto control exists
the Company considers aIl relevant facts and curcumstances including: -

17



. Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (contmued)

Acccunting policies (cont,inu.ed) '
Basis of ccns'olidation (continued)

¢ The size of the Company' s voting nghts relative to both the size and dlsperSIon of other partles who hold
votlng rights
Substantive potential votlng rights | held by the Company and by other parties
Other contractual arrangements '
Historic patterns in voting attendance.

The consolidated financial statements present the results of the Company and its subsidiaries ("the Group")
as if they formed a single entity. Intercompany transactlons and balances between Group companies are
- therefare eliminated in full.

The consol’idated financial statements incorporate the results of business combinations using the acquisition
method. In the statement of financial position, the acquiree's identifiable assets, liabilities and contingent
liabilities are initially recognised at their fair values at the acquisition date. The results of acquired operations
are included in the consolidated statement of comprehensive income from the date’.on which control is -
obtained. They are deconsolldated from the date on which control ceases.

Going concern - ' , N ' L

The group made a loss before tax for the year of £2.0m (2019 - £3.3m), at the year end held.cash balances '
~ of £1.7m (2019 - £0.3m) and had net liabilities of £8.6m (2019 - £6.6m). The Directors and management of -
the business have reviewed the Group's detailed forecast-cash flows for the forthcoming twelve months from
the date of the approval of the financial statements and consider that the Group will have sufficient cash
resources available to meet its liabilities as they fall due. These cash flow forecasts and re-forecasts are
prepared regularly as part of the business planning process. These fofecasts have been subjected to stress
testung scenario modelllng and sensntlwty analysis, which the Directors consuder sufficiently robust. '

Sales have been strong since the balance sheet date, with cash well managed and, as explamed below, it is -
clear that the impact of Coronavirus will continue to have a relatively minimal impact on the business although
the situation will be continually monitored and reviewed as required. Ongoing travel restrictions will affect the
engineers ability to install and service systems, however this has been mitigated with increased use of remote .
training and installations.

Covid-19

The Directors have carned out a detailed assessment of the potentlal risks and. further ways in which the
continuing COVID-19 pandemlc could impact the business.

For those not in our various offices, home working is the current norm. We feel our sales and installation .

teams, as well as our various other teams are adapting exceptionally well to working virtually. To date we are
finding that provided we are inventive and continue to have an excellent culture where ideas are nurtured, our -
business has shown a strong resilience with our original budget in fact being exceeded in 2020.

Impact on the future tradmg result of FY2021

As part of this assessment the dlrectors performed a "reverse stress test" in order to model a scenario to
identify the adequacy of the Group's cash resources as a whole to fund all of the various parts of the Group
. for the next 12 months. In the context of the Group as a whole this included the impact on the Group’s various
~divisions. This scenario modelled the impact of a material sales shortfall. This reverse stress test shows that
the Group as a whole would have adequate resources to continue to trade even in the event of these material
adjustments to gross profit and cash inflows, with no (three strike) breach of the Vendor loan note covenants
expected in any reasonable scenario.

The success of the Companys plan would be expected to mitigate the short to medium term impact of any "
cash shortfall.
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.Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

2

- Accounting policies (continued)

Going concern (continued)
Financing

The terms of the Company’s Vendor loan notes, which amounted to £6.5m at the balance sheet date,
repayable on 8 March 2022, have been renegotiated subsequent to the balance sheet date, as further detailed
in note 17 to the consolidated financial statements. As at the date of approval of the financial statements,
Vendor loan notes amounting to £5.825m are repayable on 8 March 2023, along with £12.4m.of Non-vendor
loan notes. Whilst the Directors are having early stage discussions on the various options available to
refinance the loan notes past 8 March 2023, and expect to be able to successfully refinance the Company's
debt at that date, no re-financing solution has yet been agreed, and the Dlrectors recognise the liquidity risk
that this presents for the Group .

The directors expect the Group will meet its day-to-day working capital requirements from the cash flows
generated by its trading activities and cash resources available. As a result of the above the directors consrder

it appropriate to prepare the financial statements on the going concern basis.

) Revenue

Revenue, which excludes value added tax and other sales taxes, is earned from the sale of the foIIowmg
goods and services:

- Machine sales direct to customers

- Machine sales made via distributors (both wrth and wrthout the Group retalnlng responsibility for -
mstallatlon) '

- RADiant Partnership Agreements -

- Seryice 'contracts

- Maintenance of customer machines.

Revenue is derived from sales in geographical territories.as defined in note 4.

For direct machine sales to customers where the Group retains responsibility for delivery of the machine and

~ installation, the performanceé obligation is considered to be met at a point in time, once installation has been

completed and control of the machine has been handed to the customer. Separate performance obligations

include the provision of standard right of use software with the machine and standard training, which are also

recognised after installation once control of the machine has been handed to the customer

.For machine sales made via distributors, the performance obllgatlon is considered to have been met, based

on the terms of each contract, either once the machine has been despatched or arrives with the distributor,
or, where the Group retains responsrblllty for delivery of the.machine and installation, once mstallatlon has,
been completed. -

For RADlant Partnership Agreements, each agreement represents a single performance obllgatlon
recognised over time, being the length of time the asset is leased to the customer. -

For service contracts, each sale represents a smgle performance obllgatlon recogmsed over time, as the

service is provided, oo

Other sales predominantly relate to maintenance of customer machines, |nc|ud|ng labour and spare parts; as

~ well as sales of additional functionality right of use software and specrallst training. Revenue is recognlsed

when the service or product is provided.
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Xstrahl Group Holdi_ngs Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

2

Accounting poltcies (éonttnued)
Property, plant and equipment

Items of property, plant and equipment are initially recognised at cost. As well as 'thé purchase price, cost
includes directly attributable costs and the estimated present value of any future unavoidable costs of
: dlsmantllng and removing items. The corresponding |Iabl|lty |s recognlsed within prowsmns
Depreciation is provided on ltems of property, plant and equment so as to write off their carrying value.ovér
their expected useful economic lives to a residual value. Itis provided at the following rates:

Leasehold property: - - 20% Reducing balance
Motor vehicles : - 25% Straight line
Piant and machinery - 25% Reducing balance
Piant and machinery for hire - 14 - 33% Straight line S
Fixtures and fittings - 25% Reducing balance
. Office equipment .. = 25% Reducing balance

Computer equipment - 33% - 50% Straight Line
Cur_rertt Income Tax, .

Current. ingome tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantively enacted by the statement of financial position date.

Current income tax relating to items recognised directly in eqwty or other comprehensnve income is recognised
in equity and not in the statement of comprehensive income.

Goodw:ll

Goodwm represents the excess of the cost of a busmess combination over the total acqwsmon date fair value
of the identifiable assets, liabilities and contingent Ilabllmes acquired.

Cost comprises the fair value of assets given, liabilities assumed and equity mstruments issued. Dlrect costs
- of acquisition were recognised lmmedlately as an ‘expense. .

Goodwill is capitalised a's an .intangible asset with any impairment in carrying value being charged to the
. consolidated statement of comprehensive income. Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of consideration paid, the excess is credited in full to the .
consolldated statement of comprehensive i income on the acqwsmon date.

Externally acquired intangible assets

Externally acquired intangible assets are initially recognised at cost and subsequently amortlsed ona stralght- :
line basis over their useful economic lives. . ‘ .

Intangible assets are recognised on business combin‘ations if they are separable from the acquired entity or
give rise to other contractual/legal rights. The amounts ascribed to such intangible assets are arrived at by
using appropriate valuation techniques (see section related to critical estimates and judgements below).

The significant intangible assets recognised by the Group, their useful economic lives and the methqu used
to determine the cost of intangible assets acquired in a business combination are as follows:

Intangible asset 4 Useful economic life ~ Valuation method
Brand . 10 years ‘ Relief from Royalty (“RFR”)
Contracts 1-5 years - . Multi period excess earnings method ("MPEEM")

. Customer relationships - 10 years’ Multi period excess earnings method (“MPEEM”)’
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Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial sta.tements
N " .For the year ended 31 December 2020 (continued)

. Accounting pollcles (continued)
Internally generated lntanglble assets (development costs)
Expendlture on internally developed products is capitalised if it can be demonstrated that:

it is technlcally feasible to develop the product,for it to be sold
adequate resources are available to complete the development
there is an intention to complete and sell the product

the Group is able fo sell the product

sale of the product will generate future. economic benefits, and
expenditure on the project can be measured reliably

Where capitalised development costs are being amortised, they are being amortised over the periods the
Group expects to benefit from selling the products developed, which typically ranges from 2 to 5 years. The
amortisation expense is included W|th|n the cost of sales line in the consolidated statement of comprehensnve
income.

" Development expenditure not satisfying the above criteria and expenditure on the research phase of internal
projects are recognised within Admlnlstratlon expenses in the consolldated statement of comprehensive
income as incurred. ’ .

. As at 31 December 2020 £829,000 (2019 — £535 ,000) of mternally developed product costs had been
capltallsed in the Statement of Financial Position. -

Impairment of non-fmanc:al assets (excluding inventories and deferred tax assets)

Impairment tests on goodwill and other intangible assets with indefinite useful economic Iives are undertaken
annually at the financial period end. Other non-financial assets are subject to impairment tests whenever.
events or changes in circumstances indicate that their carrying amount may not be recoverable. Where the
carrying value of an asset exceeds its recoverable amount (i.e. the higher of value in use and fair value less
* costs to sell), the asset is written down accordingly. .

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is
carried out on the smallest group of assets to which it belongs for which there are separately identifiable cash °
flows; its cash generating units ('CGUs'). Goodwill is allocated on initial recognition to each of the Group's
CGUs that are expected to benef t from a business combmatlon that gives rise to the goodwnll

Imparrment charges are mcluded in profit or Ioss except to the extent they reverse gains previously
recognised in-other comprehensive income. An impairment.loss recognised for goodwill is not reversed. )

.-Inventories

Inventories are initially recognised at cost, and suhsequently at the lower of cost and net realisable value.
Cost comprises all costs of purchase, costs of conversion and other costs incurred in bnnglng the inventories
to their present location and condition.

‘Weighted average cost is used to determine the cost of ordinarily interchangeable items. '

Foreign currency

Transactions entered into by Group entities in a currency other than the currencylof the -primary econoniic
environment in which they operate (their "functional currency") are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and liabilities are translated at the rates ruling at the

reporting date. Exchange differences arising on the retranslation of unsettled monetary assets and liabilities -
are recognised |mmed|ately in profit or loss. . :
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Xstrahl Group Holdings Limited Y

Notes forming part of the consolidated financial statements
" For the year ended 31 December 2020 (continued)

.Accounting policies (continued)
Foreign currency (continued) ,.

On consolidation, the results of overseas operations are translated into Sterling at rates approximating to
those ruling when the transactions took place. All assets and liabilities of overseas operations, including
goodwill arising on the acquisition of those operations, are translated at the rate ruling at the reporting date.
Exchange differences arising on translating the opening net assets at opening rate and the results of overseas
operations at actual rate are recognised in other comprehensuve income and accumulated in the foreign
exchange reserve.

Exchange differences recognised in profit or loss in the Group entities' separate financial statements on the
translation of long-term monetary items forming part of the Group's net investmeént in the overseas operation
concerned are reclassified to other comprehensuve income and accumulated in the foreign exchange reserve '
on consolidation.

Financial assets

The Group classifies its financial assets at amortised cost. The Group's financial assets measured at
amortised cost comprise trade and other receivables and cash and cash equivalents in‘the consolidated
Statement of financial position.

These assets arise principally from the provision of goods and services to customers (eg trade receivables),
but also incorporate other types of financial assets where the objective is to hold these assets in order to
collect contractual cash flows and the contractual cash flows are solely payments of principal and interest.
They are initially recognised at fair value plus transaction costs that are directly attributable to their acquisition
orissue, and are subsequently carried at amortised cost usmg the effective interest rate method, less prowsnon
for impairment. .

) lmpairment proVisions for current and non-current trade receivables are recognised based on the simplified
approach within IFRS 9 using a provision matrix in the determination of the lifetime expected credit losses.
During this process the probability of the non-payment of the trade receivables is assessed. This probability

" is then multiplied by the amount of the expected loss arising from default to determine the lifetime expected
credit loss for the trade receivables. For trade receivables, which are reported net, such provisions are

recorded in a separate provision account with the loss being recognised within cost of sales in the consolidated: -

~ statement of comprehensive income. On confirmation that the trade receivable will not be collectable, the
gross carrying value of the asset is written off against the associated provision. '

" --Cash and cash equivalents includes cash in hand, deposits held at call with banks other short term h|ghly
liquid investments with original maturities of three months or less. :

Financial liabilities

The Group classifies its financial ||ab|I|t|es as other financial liabilities. Other fnancual liabilities mclude the
following items:

- Loans and borrowings, which are initially recognised at falr value net of any transactlon costs directly
attributable to the issue of the instrument. Such interest bearing liabilities are subsequently measured at
amortised cost using the effective interest rate method, which ensures that any interest expense over the

“period to repayment is at a.constant rate on the balance of the liability carried in the consolidated
statement of financial position. For the purposes of each financial liability, interest expense includes initial
transaction costs arid any premium payable on redemption, as well as any interest payable while the
hablllty is outstandlng .

- Trade payables and other short-term monetary liabilities are initially. recognised at fair value and
subsequently carried at amortlsed cost using the effectlve interest method.
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Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

2

" Accounting policies (continued)
Deferred Tax

Deferred tax assets arid liabilities. are recognised where the carrying amount of an asset or I|ab|I|ty in the -
consolldated statement of financial position differs from its tax base, except for differences arising on:

The initial recognition of goodwill; |
The initial recognition of an asset or liability in a transaction which.is not a business comblnatlon and at
the time of the transaction affects neither accountmg or taxable prof' t; and

e Investments in subsidiaries where the Group is able to control the timing of the reversal of the dlfference
and it is probable that the difference will not reverse inthe foreseeable future. ‘ ‘

. Recognition of-deferred tax assets is restricted to those instances where it is probable that taxable profit will

be available agamst whlch the difference can be utilised.

The amount of the asset or liability is determlned using tax rates that have been enacted or substantively-

" enacted by the reporting date and are expected to apply when the deferred tax liabilities/(assets) are

settled/(recovered)
Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset current
tax assets and liabilities and the deferred tax assets and liabilities relate to taxes levied by the same tax
authorlty on either:

e  The-.same taxable Group company; or

» Different Group entities which intend either to settle current tax assets and liabilities on a net basis, or to

. realise the assets and settle the liabilities simultaneously, in each future period in which sugnlflcant
amounts of deferred tax assets or liabilities are expected to be settled or recovered.

%
Share capltal

Fmancnal instruments issued by the Group are cIaSSIf ed as equuty only to the extent that they do not meet the
definition of a financial liability-or flnanmal asset.

. The Group's ordinary, A ordmary,'B ordinary and C ordinary shares are classified as equity instruments.

Borrowing costs

Borrowing costs are capitalised, net of interest received on cash drawn down yet to be expended when they

are directly attributable to the acquisition, contribution or production of an asset that _necessarily takes a o

substantial period of time to get ready for its mtended use or sale.

Defmed contribution pension schemes

" The assets of the scheme are held separately from those of the Group in an independently administered fund.

Contributions to defined contribution pension schemes are charged to the consolidated statement of )
comprehensive income in the period to which they relate, and représent the full extent of the Group’s

“liability.
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Xstrahl Group Holdings Limited

. Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

2

Accounting policies (continued)

Leased assets

)

For any contracts entered mto the Group considers whether a contract is, or contalns a lease. A Iease is
defined as ‘a contract, or part of a contract, that conveys the right to use an asset (the underlying asset) for
a period. of time in exchange for consideration’. To apply this definition the Group assesses whether the
contract meets three key evaluations which are whether: .

e the contract contains an identified asset, which is either explicitly identified in the contract or implicitly
specified by being identified at the time the asset is made available to the Group.

. the Group has the right to obtain substantially all of the economic benefits from use of the identified asset
throughout the period of use, considering its rights within the defined scope of the contract the Group has
the rlght to direct the use of the identified asset throughout the period of use. '

e The Group has.the rrght to drrect ‘how and for what purpose the' asset is used throughout the period of
use. .

Measurement and recognition of leases as a lessee

At iease commencement date, the Group recognises a right-of-use asset and a lease liability on the
consolidated statement of financial position. The right-of-use asset is measured at cost, which is made up of .

‘the initial measurement of the lease liability, any'initial direct costs incurred by the Group, an estimate of any

costs to dismantle and remove the asset at the end of the lease, .and any lease payments made in" advance
of the lease commencement date (net of any incentives received). )

The Group depremates the right-of-use assets on a strarght-llne basis from the leéase commencement date to
the earlier of the énd of the useful life of the right-of-use asset or the end of the lease term. The Group also
assesses the right-of-use asset for impairment when such indicators exist. At the commencement date, the
Group measures the lease liability at the present value of the lease payments unpaid at that date, discounted
using the interest rate implicit in the lease lf that rate is readily available or the |ncremental borrowmg rate in
the relevant jUI’ISdICtIOﬂ

Lease payments.included in the measurement of the lease liability are made up of fixed payments (including
in substance fixed), variable payments based on an index or rate, amounts expected to be payable under a
residual value guarantee and payments arising. from options reasonably certain to be exercised. Subsequent .
to initial measurement, the liability will be reduced for payments made and increased for interest. It is re-
measured to refiect any reassessment or modifi catlon or if there are changes in in-substance fixed payments.

Rrght-of-use assets and lease liabilities are presented directly on the face of the’ Statement of flnancuaIA
. position.

Dividends

Dividends' are r_ecognised when they become legally payable. In the case of interim dividends to_equity
shareholders, this is when declared by the directors. In the case of final dividends, this is when approved by
the shareholders at the AGM. . : ) .
Provisions

The Group has recognised a provision for liabilities of uncertain timing or amount in respect of warranty claims.

The provision is measured at the best estimate of the expenditure required to settle the obligation at the
reporting date and is not dlscounted ‘
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Xstrahl Group Holdiﬁ_gsLimited

Notes forming.part of the consolidated financial statements
For the year ended 31 December 2020 (continuéd)

i

" Critical accoimtiné estimaies and judgements

The Group makes certain estimates and assumptions regarding the future. Estimates and judgements are
continually evaluated based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. In the future, actual experience may differ-from,
these estimates and assumptions. . The estimates and assumptions that have a significant risk of causing a .~
material adjustment to the carrylng amounts of assets and liabilities within the next fi nancial year are,
. discussed below.

Judgements )
- Determination has been applied to the impact of the Covid-19 pandemlc and its potential effect on the
future forecasts of the business with respect to going concern ‘considerations. Forecasts are updated and
reviewed continually with specific thought given to the sales pipeline, people costs, overhead trends,

working capital and cash flow. Management has determined that the pandemic has not had, and will not =~

have, any significant detrimental impact on the business perfofmance in the foreseeable future.

- Defte'rmination is required as.to whether the term of the lease is approbriate.and the I.BR (incremental
borrowing rate) used in measuring the right of use asset and lease liability under IFRS 16. The probability
of a lease extension will be reassessed along with any termination option that may be exercised.

- Determination is required-as to whether there are indicators of impairment of the Group's tangible and
* intangible assets. -Factors taken into consideration in reaching such a decision include the economic
viability and expected future. financial performance of the asset, and, where it is a component of a larger

- cash-generating unit, the viability and expected future performance of that unit. Additional judgement has
been made on the potentlai impact of the ongoing Covid19 pandemic to business performance and future
cash flows, and management has determlned that there is no significant detrimental impact. '

- Judgement is required as to the provision amounts to apply to spares and raw materials stock at the period-
end'date. Provisions made take into account the likelihood of final sale based on the individual products’
position in the product life cycle ’

Estimates and assumptions '
- !nventories - £2.3m at 31 December 2020 (see hote 10)

Where stock is manufactured, in respect of medical and research machines for sale, the cost includes all
_direct expenditure and aproportion of fixed and variable overheads. Management exercises judgement as to
. which overheads are directly or indirectly‘related to the production process and therefore should be included
in the stock cost. The apportionment of overheads to stock cost involves an assessment of the vqume of
each product to be manufactured and the resulting time required.

- Property, plant énd equipment - £0.3m at 31 December 2020 (seernc’),te 12)

" Property, plant and equipment are depreciated over their useful lives taking into account residual values,
where appropriate. The actual lives of the assets and residual values ‘are assessed annually and may vary
depending on a number of factors. In re-assessing asset lives, factors such as technological innovation,
product life cycles and maintenance programmes are taken into account. Residual value assessments
consider issues such as future market conditions, the remaining life of the asset and projected disposal values.

- Other. intahgible assets -s£8._4m at 31 Decembef 2020 (see note 15) ‘

The directors estimate the'uéeful economic life other intangible assets bas€d on a variety of factors such as
‘the expected use of the acquired business, the expected useful life of the cash generating units to which the

intangible asset is attributed, any legal, regulatory or contractual provisions that can limit useful life and -

assumptions that market participants would consider in respect of similar businesses. These factors are
reviewed annually to ensure that there are no indicators of impairment. Where there is an indication of
impairment, the recoverable amount is determined-based on value in use calculations. This method requires
the -estimation of future cash flows and the determination of a discount rate in order to calculate the present
value of cash flows. : :
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. Xstrahl Group Holdings Limited

" Notes forming part of the consolidated financial statements

For the year ended 31 December 2020 (continued)

4

Revenue -

For the year ended 31 December 2020, revenue related to the following principal révenue streams and was -

derived from the followrng principal geographical markets

Geograchic Market

United Kingdom
USA ‘
Eastern Europe -
Europe — Other

" Rest of the world

At 31 December 2020

Geographic Market

United Kingdom
USA -

Eastern Europe
Europe - Other
Rest of the world

At'31 December 2019

Machme .RADiant Service .
sales . Partnership contracts ~ Other - Total
£'000 £'000 - £000 £000 £°000
1,028 - . 565 -289 1,882
1,323 150 792 499 2,764
: 1,646 - - 53 - 1,699
" 1,631 - 439 334 2,404 .
. 2,474 - 37 .12 2,623
- 8,102 150 1,833 1,287 11,372
Machine RADiant _ Service :
sales  Partnership ‘contracts Other Total
£'000 £'000 . £°000 £000 £'000
1,005 - 679 7 1,691
3,959 . 68" 818 270 5115
712 - - B 712
1,880 - 521 637 3,038
385 - 12 234 631
68 2,030 1,148

7,941

11,187

Revenue is recognised at a point in time, except in respect of service contracts; and RADrant partnership

agreements which are recognised over time.

Of machine sales amounting to £8.1m (2019 — £7.9m), £3.2m (2019 - £6. 2m) related to direct sales to end
customers and £4. 9m (2019 - £1.7m) related to sales made through dlstrrbutors

An analysis of when the Group expects to recognlse revenue in relatlon to contract Ilabllltles |s detarled in note
16 of these financial statements. :

Qperating. loss

Staff costs.

Depreciation of property, plant and equipment
Amortisation of intangible assets

Amortisation of right-of-use assets
Research and development costs

-Foreign exchange (gain)/loss

Inventory recognised through the income statement

- _Auditor's remuneration — audit of financial statements
Auditor's remuneration — non audit services

26

2020
£000

3,763
187
1,300
122
- 210

103.

2,419

87
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Xstrahl Group Holdings Limited

. Notes forming part of the consolidated financial statements’
For the year ended 31 December 2020 (continued)

Operatlng loss (contmued)

" Non audit service fees were tax advisory services of £21, 000 (2019 £20,000), assurance services other than
the -auditing of the Company'’s accounts of £31,000 (2019 - £28,000) and other services of £35; 000 (2019 -

£16,000).
Other income of £360, 000 relates to government support recelved in the form of waiver of a loan recenved
~ under the US Paycheck Protection Programme.

" Employees

. 2020 - 2019 -
v : £000 £'000
Employee benefit expenses (including directors) comprise: :

_ Wages and salaries , ' ' . ) 3,316 3,800
Social security costs ) : 1329 - 39
Expenses relating to pension plans and employee benefits ' 215 . 251
Amounts received under Government CJRS - ' 97 -

3,763 . 4,442

Key mianagement personnel

Key management personnel are those persons havmg authorlty and respons:blllty for plannmg directing and
controlling the activities of the Group, |nclud|ng the directors of the Company listed on page 6 and the Chief
Technology Offlcer

2()20 2019
£000 : £000
Salary . ‘ C ' ' . 613 - 677
Expenses relating to pension plans and employee benefits : ' 43 ‘ 30

656 707

Thefaverage number of employees (including executive director:s.)‘during the'year was 54 (2019 - 65).

The employees were engaged in the following activities;

Employee numbers - - R : ' 2020 A 2019
Manufacturing and servicesz, : ‘ o 26 - 34
Sales and marketing : : ' o 14 - 12
Research and development. o 6 10
Finance and administration r - 8 9
54 . 65
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Nofes forming part of the consolidat__ed financial statements.
For the year ended 31 December 2020 (continued)

9

. Finance income and expense

Employees (continued) '

~ The directors’ aggregate emoluments, including pensien contributions, in-respect of qualifying services were:

Directors emoluments S 2020 2019
: - : ' £'000 £000
Salary : ‘ o ‘ 439 .- 508
Expenses relating to pensnon plans and employee benefits T -39 . 45
Fees ‘ ' : 3 <t 36

513 589

Three (2019 — three) directors are members of a defined contribution scheme.

The aggregate of emoluments of the highest paid director was £217, 000 (2019 - £264 000) Company
pension contributions of £6 000 (2019 - £7,000) were made to a defined contribution pension scheme on his: .

Abehaﬁ

' Segment mformatlon ,

The Group operates as a smgle reportlng segment being the prmmpal actlwty of the Group

2020 2019
‘£'000 - £000
Interest expense on flnancual liabilities measured at amortised cost - _
loans and borrowings : . ) _ : (1,455) - (1,322)
Interest expense-on lease liabilities - . o . (38) - (35)
Interest expense on deferred PAYE , A S ) I C-
Net finance expense recognised in profit or loss S (1,.494) . (1,357)
Tax e‘xpense/(cr'edit) .
A - 2020 2019
£'000. , £000
' Current tax ~expense/(credit) ) : . -t
Current tax on losses for the period . ' o T 2 B (20)
Adjustments in respect of prior periods . . ) I & B (41)
Adjustments in respect of prior periods (foreign tax) : . _ - 33
Total current tax v o - 73 - (28)



Xstrahl Group Holdings ‘Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

Tax expense/(credit) (continued) ' o ‘
2020 2019

. £000 © - £000
Deferred tax: : .
Origination and reversal of temporary differences (note 19) : o (86) 65
Adjustments in respect of prior periods ' . - (63) -
Effect of tax rate change on opening balance 4 . 12 _

A . -
Total deferred tax B : _ (137) o 65
| ' h (64 o ar

The reasons for the difference between the actual tax charge for the period and the standard rate of
corporation tax in the United Kingdom applied to losses for the year are as follows:

2020 . 2019

£000 - £000
Loss on ordinary activities before tax . o S : (2,016) "(3,253)
Tax using the Company’s domestic tax rate of 19% (2019 - 19%) . (383) (618)
Effects of: : » A 4 )

"~ Expenses not deductible for tax purposes : ) ’ ~ (105) : 4
Additional deduction for R&D expenditure ) ’ - (119)
Surrender of tax losses for R&D tax credit refund . : 6
Remeasurement of deferred tax liabilities for changes in tax rates S 77
Difference in overseas tax rates _ ’ 17 : 32
Adjusting the deferred tax to the average rate ’ - 40
" Adjustment to tax charge in respect of pnor perlods ' ' ' 50 : _ (31)
Deferred tax not recognlsed : : ) 280 723 -
Total tax (credit)/expense for the year - o . C A '(64)" ' 37

Changes in tax rates and factors affecting the future tax charge

-Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when
the asset is realised or the liability settled, based on tax rates that have been enacted or substantively enacted .
‘at the Statement of Financial Position date.

In the Spnng 2020 Budget the UK Government announced that from 1- Apnl 2020 the corporation tax rate -
would remain at 19% (rather than reducing to 17%, as prevrously enacted). This new law was substantlvely,

enacted on 17 March 2020 .

-The March 2021 Budget announced a further increase to the main rate of corporation tax to 25% from April

'2023. This rate has not been substantively enacted at the balance sheet date. As a result deferred tax

balances as at 1 January 2021 continue to be measured at 19%. ‘
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Xstrahl 'Grbup Holdings Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020, (continued)

10 Inventories - .

2020 2019
£'000 7 £'000
‘Raw materials and supplies ' ) ' S o ' - 1,083 1,087
Work in progress : ' B ' 4 68 6
Finished goods and products held for resale . ‘ : 1,166 . 1,295
- 2,287 :2,388
11 Trade and other receivables ' :
' ‘ 2020 , 2019
£'000 : £000°
Trade receivables from the sale of goods and services N ' 2,760 2,278 -
Less: provision for impairment of trade receivables - ' : {12) (12)
Net trade receivables S : ' . 2,748 2,266
Other receivables . ' : o : 69 '_" 135
Total financial assets other than cash and cash equlvalents
classnfled as amortised cost ‘ o 2,817 2,301
Deposits ' o . _ ‘ 10 48
Prepayments . : : o : ' 105 . 156
‘Accrued income : : o 124 .39
Value added tax ' ‘ o o < 218
.Corporation tax o ‘ - ' : 2 123
Total trade and other.rec'eivables ) : - « - 3,058 2,885, '
" Less: non-current portion ' o o : . - -
‘Currentporon - . S .7 3058 2,885

The carrying value of trade and other receivables classified at amortised cost approximates fair value.

The Group applles the IFRS 9 simplified approach to measunng expected credit losses using a lifetime
expected credit loss provision for trade receivables and contract assets. 'To measure expected credit losses
on a collective basis, trade receivables and contract assets are grouped based on similar credit risk and aging.
The contract assets have similar risk characteristics to the trade receivables for similar types of contracts.
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- Xstrahl Group Holdings Limited

Notes formin‘g paft of the consolidated financial statéments
For the year ended 31 December 2020 (continued)

11 Trade and other receivables (continued)'
‘Movements in the impairment allowance for tréde receivables are-as follows:

2020 2019

| - £000 . £000
Bought forward . : . _ | 12 ' 9
oL . N . . ) . N v
Ihcrease during the period : _ ' A : ] - 1--
Foreign exchange movements, : " . . - 2
Impairment loss during the period ‘ o : o - ‘ 3
At 31 December - . S 12 12

The ageing of trade receivables and the associated impairment allowance is as follows:

Gross  Allowance Net
31 December 31 December 31 December
C ) 2020 ' 2020 2020
* .. £000 a £'000 £°000
Current . , ' e _ - 1,722 . - 1,722
- 31 - 60 days-overdue - . T b 371 - 3N
_ 61 -90 days overdue L - 433 : -7 433
. 91-120 days overdue : . - 94 ' ) - 94
. 120+ days overdue ’ 140 : (12)- - 128
’ 2,760 - (12) " 2,748

. Gross. Allowance - : Net

‘31 December 31 December 31 December .

2019 . . 2019 2019

‘ "£000 £000 ’ £000 . '

Current T ' 1,572 - - 1,572
31 - 60 days overdue : . © 349 ' - v 349
61 - 90 days overdue ' o 48 - 48
91 - 120 days overdue o , : : : 185 : - - 185
120+ days overdue - T ‘ : " 124 (12) . 112
2278 . - (12) 2,266
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Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial statements -
~ . ' . - For the year ended 31 December 2020 (continued) -

12 Property, plant and equipment

Leasehold - ’ . ) Plant and

Property . Motor Plantand machinery ' _Fixtulres Office .
Improvements Vehicles Machinery Forhire = andfittings =~ equipment Total

- £000 £'000 . £000 £000 © £000 - £'000 £'000
Cost : ) . . :
At'1 January 2020 o1 . 34 . 281 . 128 38 256 . 758
Additions ) 12 . - : 3 - - - 81 96 .
Disposals . ) - - T (31) (1) oo (36) - (78)
Foreign exchange . . . . . . )
movements ) . _ - - (6). o - . - - (2) ' (7)
At 31 December 2020 33 T35 278 o7 . - 21 - 299 . 769
Accumidated depreciation ) o ) . . . : o
At 1 January 2020 S SRR - SR 20 . 98 50 . 14 125 313
Charge for the year - -3 6 ) 46 23 4 102. - 184
Disposals ) - ; . . - B - @) - o (27) R 1))
Foreign exchange - o ’ o ) - T
movements . v . - . z S 4) - - . - 4)
At 3% December 2020 R 26 - 140 73 14 o200 462
Net book value . : . o : ’ . . : -
At 31 December 2020 .. - 24 9 138 24 ) 13 : . 99 307

"At 31 December 2019 - . S 15 14 BERT R 78 o 24 131 445
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Xstrahl Group Holdings Limited

Notes forming part of the consolidated financial statements.
,For the year ended 31 December 2020 (continued)

12 Property, plant and equipment (continued)

Cost

At 1 January 2019
Additions
Disposals -
Foreign exchange
movements

At 31 December 2019

Accumulated depreciation
At 1 January 2019
. Charge for the year
. Disposals
- Foreign exchange
movements

At31 December 2019

Net book valué .
At 31 December 2019

At 31 December 2018

Plant and

Leasehold . .
Property Motor Plant and machinery Fixtures Office
Improvements Vehicles Machinery For hire and fittings equipment Total
£'000 £000 £000 £000 £000 £'000 £'000
7 36 262 75 30 173 583
14 - 26 55 8 85 188
- 2 ) @) - (2) “(13)
21 34 . 281, 128 38 -7 256 758
2 13 51 32 7. 42 147
4 8- 50 19 - 7 83 17
- m (3) 1 - - (5)
6 20 98 50 14 125 313
15 " 14 183 ‘78 - 24 131 ' 445
5 23 211 23 131 436

" 43
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Xstrahl Group Holdings Lirnited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

1-3' Leases

All leases are. accounted for by recognising a right-of-use asset and a lease liability except for:

‘e Leases of low value assets; and
. Leases with a duration of 12 months or Iess

Lease liabilities are measured at the present value of the contractual payments due to the lessor over the
lease term, with the discount rate detérmined by reference to the rate inherent in the lease unless (as is
typically the case) this is not readily determinable, in Wthh case the incremental borrowing rate in the relevant
: jurISdICtlon where the lease is used. .
Variabie lease payments are only included in the measurement of the lease liability if they depend on an lndex‘
or rate. Whilst none of the'Group’s leases include variable lease payments, should this be applicable, the -
initial measurement of the lease liability assumes the variable element will remain unchanged throughout the

lease term. Other variable lease payments, were they to be applicable, would be expensed in the period to

which they relate. If applicable, on initial‘recognition. the carrying value of the Iease liability also includes:

e - amounts expected to be payable under any residual value guarantee;
the exercise price of any purchase option granted in favour of the group if itis reasonable certain
to assess that option and;

e any penalties payable for termlnating the lease, if the term of the lease has been estimated on the
basis of termination option being exercised.

Right of use assets are |n|t|ally measured at the amount of the lease liability, reduced for any lease incentives
recelved and increased for:

* lease payments made at or before commencement of the lease;
initial direct costs incurred; and
the amount of any provision recognised where the group is contractually reqmred to dismantle,
remove or restore the leased asset (typically leasehold dilapidations).

Subsequent to initial measurement lease liabilities increase as a result of interest charged at a constant rate
on the balance outstanding and are reduced for lease payments made. Right-of-use assets are amortised on
a straight-line basis over the.remaining term of the lease or over the remaining economic life of the asset if,
rarely, this is judged to be shorter than the lease term. When the group revises its estimate of the term of any’
lease (because, for example, it re-assesses the probabllity of a lessee extension or termination option being
- exercised), it adjusts the carrying amount of the lease liability to reflect the payments to make over the revised
term, which are discounted using a revised dlscount rate

The carrying vaIue of lease liabilities is similarly revised when the variable element of future. lease payments . -

dependent on a rate or index is revised, except the discount rate remains unchanged. In both cases an
equivalent adjustment is made to the carrying value of the right-of-use asset, with the revised carrying amount
being amortised over the remaining (revised) lease term. If the carrying amount of the right-of-use asset is
" adjusted to zero, any further reduction is recognised in profit or loss. .

s
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Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

13 .Leas'es (continued)

When the group renegotiates the contractual terms of a lease with the lessor, the accountlng depends on the
nature of the modification: :

o if the renegotiation results in one or more additional assets being leased for an amount
_commensurate with the standalone price for the additional rights-of-use obtained, the modifi catuon -
is accounted for as a separate lease in accordance with the above policy. _

¢ in all other cases where the renegotiation increases the scope of the lease (whether that is an
-extension to the lease term, or one or more additional assets being leased), the lease liability is
remeasured using the discount rate applicable on the modification date, with the nght -of-use asset

being adjusted by the same amount.

¢ if the renegotiation results in a decrease in the scope of the lease, both the carrying amount of the
© " lease liability and right-of-use asset are reduced by the same proportion to reflect the partial of full
termination of the lease with any difference recognised in profit or loss. The lease liability is then
-further adjusted to ensure its carrying amount reflects the amount of the renegotiated payments
over the renegotiated term, with the modified lease payments discounted at the rate applicable on.
the modification date. The right-of-use asset is adjusted by the same amount. .o

For contracts that both convey a right to the group to use an identified asset and require services to be provided
to the group by the lessor, the group has elected to account for the entire contract as a lease, i.e. it does
allocate any amount of the contractual payments to, and account separately for, any services provuded by the
supplier as part of the contract. . 4 '

Manégement has analyséd the COVID19 practical expedient that is available but it has not been applied. The
' rent concession provided during the year is considered immaterial. :

Nature of leasing activities (in the capacity as Ieésee)
. . .‘ . Y )
The group leases a number of properties in the jurisdictions in which it operates. In some jurisdictions it is.
customary for lease contracts to provide for payments to increase each year by inflation or to be reset
" periodically to market rental rates. In some jurisdictions the periodic rent is fixed over the lease term.

The groupalso leases vehicles, comprising only fixed payments over the lease terms. '

- "The Gréup'sometimes ‘negotiates break clauses in its probérty leases. On a casé by;case basis, The Group
will consider whether the absence of a break clause exposes The Group to excessive risk. Typically factors
consudered in deciding to negotiate a break clause include: . .

- The length of the lease term;
- The economic stability of the environment in which the property is located; and
- Whether the location represents a new area of operations for The Group:

At 31. December 2020 the carrylng amounts of lease liabilities are not reduced by the amount of payments

that would be avoided from exercising break clauses because on this date it was con5|dered reasonably
certain that The Group would not exercise |ts right to exercisé any right to break the lease.
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Notes forming part of the consolidated financial statements

" For the year ended 31 December 2020 (continued)

13 Leases (continued)

. Right of use assets

At 1 January 2019

Recognised on adoption of IFRS 16
‘Additions

Amortisation - -
Foreign exchange movements

At 31 December 2019

Additions
Amortisation :
Foreign exchange movements

At 31 December 2020,
Lease liabilities ~

At 1 January 2019 )
Recognised on adoption of IFRS 16
Additions

Interest expense

Lease payments

Foreign exchange movements

At 31 December 2019

Additions

Interest expense .

‘Lease payments

Foreign exchange movements

At 31 December 2020

" Leasehold Motor o
Property Vehicles . Total
£000 £'000 - £000
756 25 - 781
- 13 13
(1) - (15) (126)
(10) - (10)
635, 23 658
4 (113) (9) (122)
() - (5)
‘ 517 14 531
Leasehold - Motor .
- Property Vehicles Total
£000 © £000 i £’OOQ'
756 T2 781
- 13 13
- 33 -2 35
(136) (24) " (160)
(10) - (10)
643 16 659
37 1 38
(133) (10) - (143)
(2) - (2)
. 545

552
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Notes forming pa'rt‘of the consolidated financial stavtements
For the year ended 31 December 2020 (continued)

14 Goodwill and impairment

Total

£'000 -
Cost and net book value - ; . ‘ .
At 1 January 2019 o . ' ‘ 2,538
Foreign exchange movements - ) (63)
At 31 December 2019 S . o 2,475
Foreign exchange movements _ , ’ (55)
At 31 December A2020 . - - - o 12,420

\

The Group is required to test, on an annual basis, whether goodwill has suffered any impairment. . The .
recoverable amount is .determined based on value in use calculations. -The use of this method requires the
estimation of future cash flows and the determination of a discount rate in order to calculate the present value
of the cash flows. :

The cérrying-améunt of goodwill is allocated to the cash generating units (CGUs) as follows:

Goodwill carrying amount

© 2020 2019
£'000 £000

UK CGU I ‘ - _ 584 584
USACGU. : o . : 1,836 1,891 .
2,420 | 2,475

The recoverable amounts of the-above CGUs have been determined from value in use calculatlons based on
cash flow projections from formally approved budgets coverlng a three year period to 31 December 2023.
Other major assumptlons are as follows:

UK CGU -US CGU

% %
Post tax discount rate ‘ B ‘ . 132% = 136%
Growth rate years 4 and 5 S : . 2.0% : 7.5%
Terminal growth rate . . o p 2.0% 2.0%

Management has deemed the year 4 and 5 growth rate of 7.5% in the USA CGU to be appropriate due to the
detailed forecasts that have been produced. These forecasts have identified S|gn|f|cant growth in the RADiant
product within the dermatologlcal market.. :

Operatlng margins have been based on past expenence and future expectatlons in the light of anticipated
economic market conditions. Discount rates are based on the Group’s beta adjusted to reflect management’s
assessment of specific risks related to the cash generating units. ‘Growth rates beyond the first three years
are based on economic data pertanmng to the region concerned. . .

Despite. the ongoing Covid-19 ‘pandemic, Management has determmed through detailed forecastmg and
continued strong performance, that no significant detrimental umpact is expected to the future business and
therefore has no impact on the |mpa|rment assessment.



Xstrahl Greup Hoidings Limited

Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)‘

14 Goodwill and impairmeﬁt (continued)

15

The recoverable amount of CGUs that hold the Group’s overall goodwill balance are as follows:

- UK recdve’rable amount of £15,505,201 exceeds the carrying amount by £8,745,410. and
- USA-recoverable amount of $22,053,314 exceeds.the ca(rying.amount by $17,158,469 -

S'ensitivity analysis:- '

would be equal

]

. Increase dlscount rate to 30.2% (UK CGU) and 35. 1% (US GCU)

In conclusion, management have determmed that no |mpa|rment is reqmred

Other inta’ngfble assets

"~ Customer

Development

- If the following changes were made to the above assumptlons the carrymg amount and recoverable amount

Brand Contracts relationships costs Total
£000  £'000 “£000 -£'000 £'000 .
Cost . . B .
At 1 January 2020 3,846 371 7,024 . 535 11,776 -
Additions - - - . 307 307
Foreign exchange . T
movements (39) (2) (69) . (13) (123)
At 31 Decerhber 2020 3,807 369 6,955 829 11,960
Amortisation and impairments S A
At 1 January 2020 ' . 699 . 273 1,276 . 58 2,306
Charge for the year 389 31 710 170 1,300
Foreign exchange . - ) o ‘ :
movements (16) - 2) . (26) : (6). '(50)
At 31 December 2020 1,072 - 302 1,960 222 3,556
Net book value . _ . ‘ .
At 3_1 December'2020 2,735 67 4,995 607 . 8,404
At 31 December 2019 : 3_1}17 98 '5,748 . . 477

. 9,470

38
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Notes forming part of the consolidated financial statements
For the year ended 31 December 2020 (continued)

16

17

Trade and other payables : ‘ v '

\ S I : ' . 2020 © 2019
. - o . £'000 . £000
Trade payables o ' ' 815 734
Accruals ‘ ‘ s . , - 886 . 67
Total financial liabilities, excluding loans and borrowings and
" lease liabilities, classified as financial Ilabllltles measured at . -
amortised cost. . o 1,701 1,405
Other payables —tax and social securlty payments - : 49 .63
. Other payables ' 149 22
Contract liabilities . : ‘ ' 3,838 3,152
Value added tax ) , ’ 59 : 16
Other taxes payable ’ ) . 16 17
Total trade and other payables

5,812 . 4,675

The carrying value of trade and other payables classufled as ﬂnancual liabilities measured at amortlsed cost
approximates fair value.

Contract liabilities con5|st of amounts invoiced in advance of machines sale performance obllgatlons being -

completed, customer deposits and amounts invoiced in advance of service contract performance obligations
being completed. £2.5m (2019 — £3.1m) of revenue recognised in the year was included in the contract
liability balance at the beglnnnng of the period.

Contract liabilities of £3.4m (2019: £2. 7m) are expected to be recognised within one year of the balance sheet

date with the remaining £0.4m (2019: £0.5m) expected to be realised between 2 and.5 years of the balance
sheet date.

Loans and borfowings: . : ‘ | .

The book value and fair value of loans and borrowings are as follows:

. . . 2020 2020 2019 - 2019

Book Fair Book Fair

value value value value

£'000 . £'000 "£'000 -£'000

Non-current _ ' o :

. Non-vendor loan notes — prmcrpal T 12,357, 12,357 11,234 -, 11,234
Vendor loan notes — principal . 6,500 . 6,500. 6,500 6,500
18,857 18,857 17,734 . 17,734

The Vendor loan notes are secured floating rate loan notes and as at the balance sheet date were repayable
four years from the date of issue, being 8 March 2022. These loan notes incur interest which is paid quarterly,
at LIBOR plus 450 basis points. This is increased to LIBOR plus 550 basis points where the company does
not comply with the required cashflow cover. The Vendor loan notes are secured by a fixed charge over the
tangible fixed assets and intellectual property, and by a floating charge over all other assets.

39



Xstrahl Group Holdings Limited

Notes forming pan of the consolidated financial statements
For the year ended 31 December 2020 (continued)

17 Loans and borrowings {continued) -

S 18

During the year, in March 2020, the loan note holders agreed to defer the payment of the March 2020 and a
portion of the June 2020 interest through to the repayment date of the instruments. The deferred interest
balance accrued interest at an additional 350 basis points. Loan note holders also agreed to remove the
requirement of the quarterly cash flow cover test for the periods ending 31 March 30 June, 30 September
and 31 December 2020.

Post year end, in June 2021, the terms of the Vendor loan notes were renegotiated with repayment now due .
in March 2023. A.repayment of principal of £675,000 was made on 29 June 2021 leaving the Vendor loan
notes at £5.825m. Interest will accrue quarterly at 600:basis points above the Bank of England base rate.
All prevuously deferred interest was paid in fuII on 29 June 2021

'The Management and Investor Loan Notes (Non-vendor Ioan notes) constltute £9 504 740 of 10% Fixed
Rate Subordinated Unsecured Loan Notes and Payment in Kind Notes. Interest is calculated at the rate of
10% per annum and the Principal and interest compound annually on 31 December in each year,.
commencing 31 December 2020. The loan notes are repayable on the earlier of the date falling on the fifth
anmversary of the date of the Instrument being 8 March 2023 or the date upon which a Sale or Llstlng occurs.

Provnsuons v
Warranties
. £000
At 1 January 2020 - . o L 86
" (Released) / accrued in the period . - . 30
Foreign exchange movement ‘ : C S ’ -
At31December 2020 o o S 116
~ Split between ) o : ) . o
* Current ‘ _ : ‘ . 107
Non-current - : _ N : .9
Warranties

19

- Warranties relate to products and services sold. See note 2 for further information concerning the Company's

pollcy for estimating warranty provrsmns

Deferred tax
The mdvement on the deferred tax account is as. shown below:

Deferred tax - Deferred tax Deferred tax Deferred tax

asset liability . asset . liability
2020 2020 2019 2019
£'000 £000 : . £000 " £:000
At 1 January ' . ' 2 (2,121) 4 271 - (2,346)
Recognised in profit and loss ) . - ) , .
Deferred tax credit S 2 . 132 - (266) - 201
Foreign exchange movement o ' - . 13 3) : 24
* At 31 December 4 (1978 - 2 . (@121
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19 Deferred tax (cont/nued)

No deferred tax is recognised on the unremitted earmngs of overseas subsidiaries. As the earnings are
continually reinvested by the Group and there is_no intention for these entities to pay dividends, no tax is
" expected to be payable on them in the. foreseeable future. :

The movements in deferred tax assets and Ilabllltles (prior to the offsetting of balances within the same
jurisdiction as permitted by IAS 12) durmg the year are shown below:

)
v

- Charged/ Charged/
v ’ : : credited to credited to
- Asset Liability Net profit or loss " equity
: 2020 2020 . 2020 - 2020 2020
- £'000 £000 £'000 : . -£000 ‘ £000
Accelerated capital ‘ - } ‘
allowances. , 4 (125) (121) o 37 -
Group provision — : ' Co 3 -
future reversal - (303) (303) - -
" Business combinations ' - (1,548) (1,548) - 112 -
T4 (1,976) " (1,972) 149 -
Charged/ Charged/
A .. credited to credited to
Asset Liability Net profit or loss - equity
- 2019 | - 2019 2019 2019 ... 2019
£'000 - £000 : £000. £'000 : £000
Accelerated capital . B o '
. allowances : - . (158) © (158) 21 -
Other temporary and , o '
deductible differences 2 - . 2 4 -
Different accounting : ’ : ' '
basis for overseas ) . . » -
subsidiaries - - - 267 -
Group provision — " o . .
future reversal o oo (303) (303) - -
Business combinations - oo (1,660) (1,660) (247) ’ -
2 T (2,121) (2,119) ' 45 -

‘Different accounting basis for ‘overseas subsidiaries’ is a temporary difference arising due to the different’
_ basis on which profit is recognised for U‘S tax purposes within the Group's wholly owned US subsidiary.

‘Group provision — future reversal' is a temporary difference arising as a result of historic write downs on group-

balances within an acquired subsidiary which, should they reverse in future periods, would give rise to a tax
charge as a result of the corporate rescue provisions.
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19

20

Deferred tax (continued)

* A deferred tax asset has not been recogniéec! for the fdllowin‘g: _
2020 2019
£'000 £000
Unused tax losses 281 920
" Share capital ‘ | :
o 2020 2019
£ B -
Allotted, called up and fuI.Iy paid . .
13,985 ordinary shares of £0.01 each “ 140 . 140
81,463 A ordinary shares of £0.01 each 814 814
23,266 B ordinary shares of £0.01 each 233 244
18,500 C ordinary shares' of £0.0j each 185 185
1,372 1,383 -~
Recgnciliation of shares _a_llotted and called up: _ "
, . A . B. _ - C ’\ ‘ Total Share * Share
Date Ordinary Ordinary Ordinary Ordinary equity capital premium
‘ -~ _Shares  Shares Shares Shares -~ € . £ £
As at 01/01/2019 13,985 81,463 21,676 ° 18,500 95,849 1,356 . 94,493
. Issue 06/02/2019 - - - 2150 - -3 3 S
lssue. . 14/02/2019 - - - 2,404 - 24 24 -
_As at 31/12/2019‘ 13,985 - .81,463" v 24,3'55 18,500 95,876 1,383 _ 94,493
Buy back 21/10/2020 . - (1,089) (11) (11) ‘ -
'Asat ' 311212020 13,985 81,463 23,266 18,500 - 95,865 94,493

1,372

On 21 October 2020, 1,089 B ordinary shares of £0.01 were bought back and cancelled.

- Subsequent to year end, on 15 April 2021,2,404 B ordinary shares of £0.01 were-bought back and canéglled.
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20 Share capital (continued)

Voting rights
Ordlnary shares, B ordinary shares and C ordlnary shares have the rlght to receive notice of and to attend
speak and vote (one vote per share) at all general meetings and to vote on written resolutions.

A ordinary'shares have the right to receive notice of and to attend, speak and vote (one vote per share) at all
general meetings and to vote on written resolutions. In the event a) that all or any part of the principal amount
of any loan notes, or any interest thereon, has become due for repayment or payment and has not been paid
in full (other than where the Company has available funds and maintains budgeted working capital
immediately after making such payments but does not make such payments); b) default or potential default
“under the facilities agreement, the loan note instrument or any debenture of the Company or Group company;
or c) of a breach of the equity, covenants, then each holder, on becoming aware of such events and an investor
majority havung served notice upon the Company that additional votes are to.be exercised, shall be entitled to
exercise such numbeér of votes for every A ordinary share of which it is the holder as shall confer upon the A
- ordinary shares 95% of the total voting rights of all shares so long as it"does not have a material and
- disproportionately prejudicial effect on the rights attaching to the ordinary shares or B ordinary shares. These -
" enhanced rights cease by: a) rectification to the reasonable satisfaction of an investor majority; or b) an
investor majority serving notice on the Company stating that the rights shall cease. In the event of a material
default (which shall not have been rectified) or a notice is glven in writing by an investor majority acting
reasonably that an occurrence which would constitute a material default is imminent and an investor majority
considers that the Company requires additional capital support: a) an investor majority shall be entitled to
convene a general meeting of the Company or to require the circulation of written resolutions of the Company
for the purpose of considering a resolution or resolutions to approve the terms of any additional capital support
for the Company (including a resolution to appoint additional directors); b) at any such meeting the quorum
shall be qualifying persons holding not less than 75% in nominal value of the A ordinary shares.” An investor
majority shall have the right to determine the terms and timing of the additional capital support at their
discretion and an investor majority shall be entitled to require that all new shares be issued to the investors
and that the pre-emption rights of the other holders of ordinary, A ordinary, and C ordmary shares shaII be
deemed to be waived. .

Income

Subject to investor approval proflts for distribution shall be applled amongst the holders of the ordlnary shares,
A ordinary shares and B ordinary shares (parl passu). C ordlnary shares have.no mcome rights. .

Capital
Subject to conditions, in a liquidation, reduction of capital or a sale the surplus assets shall be allocated first

*. to holders with ordinary, A ordinary and C ordinary shares in an amount equal to the subscription price (pro
rata if msuff C|ent sums)
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21

22

Reserves - - ’ ' L T

The following describes the nature and purpose of each reserve within the equity:.

, Reserve - o ) Deseription and purpose
' Share capital - - . - Amountsubsc’:ribed- for share capital at nomi.na'l \"/alue'
Share premium Amount subscribed for share caoital in excess of nominal value.
Retained earnings : All other net gains and losses and transactuons with owners (e.g. leldends) not
o o -recognlsed elsewhere. .
Translation reserve (églgs / losses arlsmg on retranslatmg the net assets of overseas operatlons into

4

Flnanclal instruments — risk management

The Group is exposed through its operations to the foIIowung financial nsks

" Credit risk,

Interest rate risk,. ) ) ) . .
.Foreigh exchange risk, . s S . o '
Other financial risks, and ‘ o :

. Liquidity risk.

"In common with all other businesses, the Group is exposed to risks that arise from its use of financial '

instruments. . This note describes the Group's objectives, policies and processes for mianaging those risks -
and the methods used to measure them. Further quantitative mformatnon in respect of these nsks is presented

. _throughout these financial statements.

The principal fmancual mstruments used by the Group, from which fi nanmal mstrument risk arises, are as
follows: . .

Trade and other receivables
Cash and cash equivalents
Trade and other payables
Lease liabilities

Loans and borrowings

~The foIIowmg table presents the carrying amounts of each category of financial assets and liabilities.

2020 2019

. £'000 £000
'Fmanmal assets . .
Flnanmal assets measured at amortised cost : o ' ‘ 4,548 ‘ 2,650
AFmanclaI liabilities : :
Financial Ilablhtles measured at amortlsed cost . 4 : : 21,110 .. 19,797
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22 Financial instruments — risk management (continued)

The following table presents the fair values and carrying amounts of financial assets and llabllltles measured
at cost or amortised cost.

Carrying " Carrying

value “value
2020 © . 2019
£°000 £000

Financial assets measured at: cost or amomsed cost .
Trade and other receivables . ‘ ’ . 2,817 2,301
Cash and cash equivalents * E : 1,731 : 349
4,548 2,650
2020 @ 2019
£°000 £'000

Financial liabilities measured at cost or amortised cost

Trade and other payables T . 1,701 - 1,405
Lease liabilities . ' 553 . 658
Loans and borrowings : 18,857 - - 17,734
21,111 19,797

The fair values of trade and other receivables, cash and cash equivalents, other current financial assets; trade
and other payables and loans and borrowings approximate their carrying amount.

Objectives, poli_ciesv and processes

The Board has overall responsibility for the determination of the Group's risk management objectives and
policies and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
“operating processes that ensure the effective implementation of the objectives and policies to the Group's
finance function. The Board receives monthly reports from the Chief Financial Officer through which it reviews
the effectiveness of the processes put in place and the appropriateness of the objectives and policies it sets.

The overall objective of the Board is to set policies that seek to reduce risk as far aé possible without unduly
affecting the Group's competitiveness and flexibility. Further details regarding these policies are set out below:

~ Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails
to meet its contractual obligations. The Group is mainly exposed to credit risk from credit sales. It is Group -
policy, implemented locally, to assess the credit risk of new customers before entering contracts Such credlt
ratings are taken into account by local business practices.

The Group s customers are principally large commercial or public sector organisations that have low credit
_ risk. Credit risk is recorded and monitored on an ongoing basis.

: Concernin'g trade and other receivables thét are neither impaired nor past due, there were no indications, as
of December 2020, that defaults in payment obligations will occur. -
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22 - Financial ins"trurﬁents — risk management (continued)

The Group monitors credit risk under its credit risk policy where each customer is analysed for its credit risk.
As suggested above, the Group’s customers are typically highly established Cancer Research organisations
or national hospitals, and contracts are often won via an Invitation to Tender. It is often the case that the full
value, or a very significant per cent of the contract is paid before the products are shipped. Whilst the on-
going income is of lower value than the original system purchase, the Group mitigates credit risk by ensuring
payment is made in full prior to any annual service contract being operational. For parts and software upgrade
sales, to mitigate the possibility of any credit. risk, in certain cases parts are invoiced via pro-forma invoices.
Purchase limits are also set for each customer which represents the maximum open amount without requiring
approval from the Chief Finance Officer.

~Trade recelvables aging is reviewed weekly by the finance team, and by the Chlef Finance Officer.

Credit rlsk also arises from cash and cash equivalents and deposits with banks and fi nancnal institutions. For
. banks and financial institutions, only independently rated parties with minimum rating "A" are accepted.

Interest rate risk

The Group is exposed to cash flow interest rate risk from Ibng-term borrowings at variable rate. Loans and
borrowings include both fixed and variable rate borrowings, as follows:

Fixed rate Variable rate - Fixed rate’ . Variable rate
.2020 2020 2019 2019 -
£000 £'000 £000 £'000 -
Cash and cash equivalents - - 1,731 - 349
Non-vendor loan notes - (12,357). . - (11,234) o -
Vendor loan notes - - - (6,500) - (6,500)
(12,357) (4,769) : (11,234) ©(6,151) |

The Group has no external borrowings due to financial institutions.
Durlng the penod the Group s borrowings at varlable rate were denomlnated in Pounds Sterlmg

The approxmate lmpact on the statement of comprehensuve income of a 1% p a. fluctuatlon in interest rates ’
would be £47,695 (2019 - £61 513)

Forelgn currency exchange rate risk

Foreign exchange risk arises when individual Group entities enter into transactions denominated in a currency
other than their functional currency. The Group's policy is, where possible, to allow Group entities ‘to settle
liabilities denominated in their functional currency with the cash generated from their own operations in that
currency. Where Group entities have liabilities denominated in a currency other than their functional currency
(and have insufficient reserves of that currency to settle them), cash already denominated |n that currency
WI|| where possible, be transferred from elsewhere within the Group.

Whllst the Group is exposed to currency risks on purchases in both euros and dollars, there are natural hedges
in place. The Group aims to fund expenses and any investments in the respective currency and to manage
foreign exchange risk by.matching the currency in which the revenue is generated and expenses are incurred.
For this reason, whilst the Group monitors net exposures, it does not proactively use forward contracts to
mitigate purchasing currency risks. The Group does have a proactive hedging policy in place which is
‘principally to manage income receipts in euros and other non-sterling and non-dollar currencies received in
to its UK trading entity. There were no open positions at 31 December 2020.
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22 F|nanc|al instruments - risk management (cont/nued)
In order to monitor the: contlnumg effectiveness of this policy, the Chief Financial Offlcer receives a monthly
forecast, analysed by the major currencies held by the Group, of liabilities due for settlement and expected
cash reserves. - :

The Company does not borrow or invest in forelgn currencnes ona speculatlve basus

As of 31 December 2020, the Group's net exposure to foreign exchange risk, analysed by functionat currency
of each entity, was as follows:

iAt 31 December 2020

L : Swedish - -
US Dollar .Euro Krona Other -  Total
- £000 £000 £'000 £'000 . -£'000
Net forelgn currency flnanclal : : -
assets ' : - o ' 4
- Thereof: Financial assets 1,665 846 24 ‘ 5 - 2,540
- Thereof: Financial ' 4 T . - .
liabilities o (844) _(48) - (8) (800) "
" Total net exposure : ' . 821 798 24 " (3) - 1,640
Change in future cash flows
resulting from a 10% apprematlon of . ] .
GBP ‘ 82 80 2 ‘ - . 164
- At 31 December 2019 ;
' S Swedish :
US Dollar | Euro ~ Krona - Other Total
' £'000 . -£'000 £000 £000 T £'000
Net foreign currency financial :
assets ) . . : C )
- Thereof: Financial assets 1,301 ~ 508 . 188 1 1,998
- Thereof: Financial : S o
. liabilities : : . (665) L (8) - ca (671)
Total net exposure 636 502 188 1 1,327 -
- Change in future cash flows
resulting from a10% apprematlon of o ’ . : . ,
GBP 4 64 50 19 . .95 133
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22 Financial instruments — risk management (continued)
Other financial risks

The Group does not hold any other strategic equity mvestments and is therefore not exposed to market price 4
risk from this activity. .

Market fluctuations may result in significant cash flow and proflt volatility risk for Xstrahl Group Holdings
Limited. Its worldwide -operating business as well as its investment and financing activities are affected by
changes in foreign exchange rates and interest rates. To optimise the allocation of the financial resources
across the Company, as well as to secure an optimal return for its shareholder the Company identifies,
analyses and proactively manages the associated financial risks. ’

The Company seeks to manage and control these risks prlmanly through its regular operatmg and financing
activities.

Management of financial risk is a key priority for the Group. As a member of the Company's management,
‘the Chief Financial Officer takes specific responsibility for this part of the overall risk management system. At
the highest level, the ‘Directors retain ultimate accountability. For practical business purposes, the Directors
delegate responsibilities to key management. .
Liquidity risk .
Liquidity risk ‘arises from the Group's management of working capital and the finance charges and principal’
repayments on its debt instruments. ltis the risk that the Group erI encounter difficulty in meeting its financial
obligations as they fall due. : :

The Group's policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities when
they become: due.- .

Rolling 12-month cash flow projections are produced on a monthly basis as well as informat,ion regarding cash .

balances. At the end of thefinancial period, these projections indicated that the Group expected to have

sufficient liquid resources to meet its obligations under all reasonably expected crrcumstances and will not
- need to seek further fundlng .

The contractual maturities (representing undlscounted contractual cash-flows) of financial |Iabl|It|eS are as
follows: . . .

. Trade and other payables of £1, 701 000 are contractually payable within 3 months
+  Loans and borrowings, including the principal balance of £18,857,000 are contractually payable within 1
to 2 years. Subsequent to the year-end repayment terms were extended see note 17. '

Capital management
. The Group's objectives When maintaining capital are: -

I (¢ safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns
~ for shareholders and benefits for other stakeholders, and :
.» to provide an adequate return to shareholders by pricing products and services commensurately W|th the
level of risk. .

The Group sets the amount of capital it requires in proportion to risk: The Group nianages its capital structure
and makes adjustments to it in the light of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the.capital structure, the Group may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt.
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.22 Financial instruments - risk management (continued)

"The Group monitors capital on the basis of the net debt to equity ratlo Net debt is calculated as total debt (as
shown in the consolidated statement of financial position) less cash and cash equivalents.

The Group's strategy is to preserve a strong cash base. The objective of this strategy is to secure access to
finance at reasonable cost by maintaining a high credit rating. The net debt position at 31 December 2020 was

" At 31 December 2019

554

as follows:
© 2020 2019 -
£000 - £'000
Loans and borrowings A . 18,857 17,734,
Less: cash and cash equivalents (1,731) - (349)
Net debt 17,126 ~17,385
. Cash flows from fi inancing actwmes can be reconciled to the balance sheet movement as follows:
. Non-current -
loans and Non-current  Current lease Total cash
, borrowings lease liabilities . liabilities - flows
£000’s EOQO’s ; £000's £000's
At 1 January 2020 17,734 554 104 18,392
Cash flows: . : ‘ .
Interest payments (200) - s (200)
Lease payments - - (138) (138)
Non-cash flows: .
Interest bayable on borrowings . 1,454 - 38 1,492
Interest accrued ’through trade and (131) - - (131)
other payables’
Lease payments becommg current - (88) 88 -
FX adjustments : - ) (4) (5)
" At 31 December 2020 18,857 465 - 88 1_9,410
Non-current _
loans and Non-current - Current lease Total cash
borrowings lease liabilities liabilities flows
. £000's £000's £000’s £000's
At1 January 2019 16,781 - - 16,781 ' -
Cash flows: ,
Interest payments (368) - - - (368)
Lease payments - - - (161) (161)
Non-cash flows: ) -
Adoption of IFRS 16 - 655 126 781
Lease addition ‘ - 13 - 13-
Interest payable on borrowings 1,321 - 35 1,356
Lease payments becoming current - (104) . 104 -
FX adjustments - (10) - (10)
17,734 104 18,392 -
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23. Related party transactions
During the period, the Group entered into the following related party transactions:

Risk Capital Partners LLP, a company in which L O Johnson has majority interest, is paid a quarterly
1 monitoring-fee of £17,500 (2019 - £17,500) plus VAT. During the year-£70,000 (2019 - £70,000) was
charged to the income statement for these services. At the period end no amounts due were unpaid.

In addition, Risk Capital Partners LLP is'due an arrangement fee of £220,000 in respect of their role in the
acquisitions of the subsidiary companies at 8 March 2018. At the period end this amount remained unpaid.

The Group has a service contract in place with The Institute of Cancer Research. During the year, income
of £37,463(2019 - £7,729) was recogmsed through this agreement At the penod end no amounts were
unpaid.

Loan notes with a carrying value of £9,504,740 were issued to significant influence shareholders and other
key personnel in return for the purchase of shares in subsidiaries and for cash. Interest is payable at 10%
per annum, capitalised into principal at 31 December annually. The breakdown of the beneficial ownership
.of the loan notes is as follows:

{ Loan note Loan note
_principal principal
: o ‘ 2020 - 2019
Related Party . L Relationship A £'000 £000
A J Treverton o Director ) . 1,413 1,284
ACTuk - o ‘ Director 146 132
P L Viner : Director ' 72 66
L O Johnson : Director o © 8,187 . 7,443
B Redmond o Former Director 786 715
M J Simmonds Former Director - 262 ’ 238
J Jenkins Director ' S 26 25
Risk Capital Partners LLP - Investing LLP . - 1,224 1,11
T Kanesalingham ' Former Key Management 169 ‘ 154
A Mullen - Former Key Management - : 72 .- 66
12,357 ' 11,234

in accordance with the loan note agreement interest accrued on the l6an note pnncrpal until 31 December °
2019 when the accrued interest was compounded into the .principal for the first time. From 2020, accrued
_ interest compounds annually on 31 December each year. : ) -
Compensation of key personnel is detailed in note 6 of these financial statements.
24 PostBalance Sheet Events
' Subsequent to the year end, the terms of the Vendor loan notes have been renegotlated Further details are
provrded in note 17.

25 Ultimate controlling party'

. The ultimate controlling party is MrL O Johnson.
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‘Note - 2020 - 2019
- ' L £'000 " £000
Non-current assets o . )
 Investments : e . 5 - 17,992 : 17,992
. 7 ‘; s
17,992 ' 17,992
Current assets . . N : 7 : , . :
Trade and other receivables . ; . . 6 68 . V36
Cash and cash equivalents - o _ . - . B842. : 26
! 910. = 62
Total assets S , 18,902 18,054
Current liabilities : ‘ RN ' .
Trade and other payables ' ‘ . 7 (4,241) (2,962)
Net current liabilities o T (3331) . . (2,900)
Non-current liabilities A _
Loans and borrowings . o7 S 8 . (18,857) (17,734)
" Total liabilities . - o e  (23,098) . (20,696)
~ Net liabilities . : (4,196) - (2,642) .

The notes on pages 54 to 59 form part of these financial statements
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Issued capital and reserves
Share capital

. Share premium

Retained deficit

_ Total equity

Note 2020 2019

£'000 - £000
9 e
: 94 : 94
(4,291) (2737) -~ -
4196) - (2,642)

In accordance with the exemption allowéa in Section 408 of Companies Act 2006, a separétézprofit and loss aé'count ‘
dealing .with the results of the Company has not been prepared The Company loss - for ‘the year is

'£1,554,000 (2019 £1,381 000)

PL Viner
Diyector

Date:. 13 Seﬁtehber.2021 '

The notes on pages 54 to 59 form part of these financial statements
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For the year ended 31 December 2020 s

Share “Share Retained

capital premium . deficit ‘Total

£000 _ £'000 ' E’QOO £000

At 1 January 2020 | ' : 1 94 2,737) (2,642)

Loss for the year : . . - - _ (1,554) © - (1,554)
Total comprehensive loss for the . _ :

financial year ©o- - - (1,554) (1,554)

‘Balance at 31 December 2020 E 1 . 94 - . (4,291) B (4,196)

Changes. in equity during the year ended 31 December 2020 included a share buyback totalling £11. Further
details are prowded in note 20 of the consolldated financial statements ’

Share Share ' Retained
~ capital . premium earnings - Total
£'000 £'000 -~ £'000 .. £000
At 1 January 2019 : ‘ 1 ‘ 94 ' (1,356) o (1,261)
Loss for the year . _ ’ - - : (1,381) (1,381)
. Total 'comprehensi\;e loss fof the
financial year - ' - - (1,381) . (1,381)
Balance at '31.Deycember ?.019' . 1 o 94 . '(2,737)A . (2,642)

Changes inequity dunng the year ended 31 December 2019 mcluded a share issue totalllng £27 _Further details
are prowded in note 20 of the consolldated financial statements : )

The notes on pages 54 to 59 form part of these financial statements
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Basis of preparation

Xstrahl Group Holdings Limited ("the Cdmpany"') is a private company limited by shares, incorporated and
domiciled in England.and Wales under the Companies Act 2006. The address of the registered office is given
on the Company information' page and the nature of the Company’s principal activities are set out on page. 1.

The financial statéments have been prepared in accordance with FRS 102, the Financial Reportmg Standard
applicable in the United Krngdom and'the Republic of Ireland (‘FRS102').

The financial statements are presented in Pounds Sterllng, which is also Companys functlonal currency All
amounts are rounded the nearest thousand (£'000) unless otherwnse stated.

‘ The preparatlon of financial statements in compliance with FRS 102 requires the use of certain critical
.accountlng estimates. It also requires Group management to exercise judgement in applying the Groups
accounting policies.

Parent company disclosure exemptions

In preparing the separate financial statements of the Parent company, advantage has been taken of the -
following disclosure exemptions available in FRS 102: . : '

¢ ' Only one reconciliation of the number of shares outstanding at the beginning and end of the period has .
been presented as the reconciliations for the Group and the Parent company would be identical,

¢ No cash flow statement has been presented for the Parent company;

e Disclosures in respect of the Parent company’s income, expensé, net gains and net Iosses onfi nancual
instruments measured at amortised cost have not been presented as equuvalent dlsclosures have been

. provided in respect of the Group as a whole; :

e No disclosure has been given for the aggregate remuneration of the key management personnel of the
Parent company as their remuneration is included in the totals for the Group as a whole.

Accounting policies
The following' principal accounting policies have been applied: .
. Going concern

The Company made a loss before tax for the year of £1.6m (2019 - £1.4m), at the year end held cash balances
of £0.8m (2019 - £0.03m) and had net liabilities of £4.2m (2019 - £2.6m). As explained in further detail in note
- 2 of the consolidated financial statements, the Directors and management of the business have reviewed the
Group's detailed forecast cash flows for the forthcoming twelve months from the date of the approval of the
financial statements and consider that the Group and Company will have sufficient cash resources available
to meet its liabilities as they fall due .

From a Company perspective, Xstrahl Group Holdings Limited is reliant on a profitable trading group to allow
it to pay its creditors and liabilities as‘they fall' due. The terms of the Company’s Vendor loan notes, which
amounted to £6.5m at the balarice shéet date, repayable on 8 March 2022, have been renegotiated
subsequent to the balance sheet date, as further detailed in note 17 to the consolidated financial statements. -
As at the date of approval of the financial statements, Vendor loan notes amounting to £5.825m are repayable

_on-8 March 2023, along with £12.4m of Non-vendor loan notes. Whilst the Directors are having early stage
discussions on the various options available to refinance the loan notes past 8 March 2023, and expect to be
.able to successfully refinance the Company’s debt at that date, no re-financing solution has yet been agreed
and the Directors recognlse the liquidity risk that this presents for the Group.

The directors expect the Company will meet its day-to-day working capital requirements from the cash ﬂows

generated by the Group's trading activities and cash resources available. As a result of the above the directors
consider it appropriate to prepare the financial statements on the going concern basis.
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Xstrahl Group Holdlngs Limited

Notes forming part of the Company financial statements
For the year ended 31 December 2020 (continued)

Accoun.ting policies (continued)
Fixed asset investments

' Investrhents in subsidiaries are measured at cost less accumulated impairment.
Financial assets | |

Fmancual assets, other than investments, are |n|t|ally measured at transaction prlce (mcludrng transaction’
costs) and subsequently held at cost less any |mpa|rment

_ Financial liabilities and equity . -

Financial- liabilities and equity are classified according. to. the substance of the financial instrument’s
contractual obligations, rather than the financial instrument's legal form. Financial liabilities are mrtually‘
"measured at transactron price (after deducting transaction costs) and subsequently held at amortrsed cost.

Finance costs

Finance costs are charged to the statement of comprehensive income over the term of the debt using the
effective interest method so that the amount charged is at a constant rate on the-carrying amount .

Current and deferred taxation

" The tax expense for the period comprises current and deferred tax. Tax is recognised in the Statement of

- comprehensive income, except that an expense attributable to an item of income and expense recognised as
‘'other comprehensive income or to an item recognised directly |n equity is also recognrsed in . other
comprehensive i income or dlrectly in equlty respectively.

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

Deferred tax balances are recognised in respect of aII timing dlfferences that have orlgrnated but not reversed
by the reporting date, except that:

. The recogmtron of deferred tax assets is Ilmlted to the extent that it is probable that they will be recovered
against the reversal of deferred tax liabilities or other future taxable profits; and '
e Any deferred tax balances are reversed if and when all conditions for retaining assocrated tax allowances
have been met. : :

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

“Deferred tax is determmed using tax rates and laws that have been enacted or substantrvely enacted by the
reporting date. . : :

Pension costs
"Contributions to the Company's defined contribution pension scheme are charged to the profit and loss

account in the year in which they become payable. The assets of the scheme are held separately from those
of the Company in an independently administered fund.
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' Xstrahl Group Holdings Limited

Notes forming part of the Company financial statements
For the year ended 31 December 2020 (continued)

Accouniing policies (continued)
Dividends -

Equity d|V|dends'ere recognised when they become legally payable Interim equity d|V|d'ends are recognise
when paid. Final-equity leldends are recognised when approved by the shareholders at an annual general
* meeting.

Loss attributable to shareholders

Under Section 408 of the Companies Act 2006 the Company is exempt from the requirement to present its
own profit and loss account. The loss-for the financial period, of the Parent company, as approved by the
Board, was £1,554,000. . .

Critical accouriting estimates and judgements

The Company makes certain estimates and assumptions regarding the future.” Estimates and judgements are
continually evaluated based on historical experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. In the future, actual experience may differ. from
these estimates and assumptions. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next ﬁnanmal year are discussed .
" below.

Estimates and assu'mptions‘ :

- Impairment of investments (see note 5) -
The directors estimate the expected carrying'value of the investments it holds. This is reviewed annually to -
ensure that there are no indicators of impairments. When there is an indication of impairment, the recoverable

amount is determined based on value in use calculations. This method requires the estimation of future cash
flows and the determlnatlon of a discount rate in order to calculate the present value of cash flows.

‘Investments
S 2020 . 2019
£2000 £000
At 1January o o i 17,992 . 17,992
At 31 December . E S 17,992 £ 17,992

' At 31 December 2020, the Company held share capital in the following ‘Subsidiaries:

Proportion

Name o .. Country of incorporation Nature of

: - : : - "business . held
Xstrahl Group Limited United Kingdom' " Parent company 100%
Xstrahl Limited - United Kingdom Trading company © 100%

- Oncotherapy Resources Limited United Kingdom Trading company 100%
Xstrahl GmbH Germany Trading company 100%
Gulmay Medical Limited .United Kingdom Dormant. 100%
Photoelectric Therapy Limited United Kingdom " Dormant 100%
Xstrahl Oncology Services Limited  United Kingdom Dormant 100% . .
Phoenix Objectives Limited United Kingdom Parent company 100%
Xstrahl Inc. - " USA : 100% . -
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| Xstrahl Group Holdings Limited

Notes forming part of the Company financial statements |
For the year ended 31. December 2020 (continued)

Investments (co’ntinuéd)

The reglstered office address of all UK reglstered entmes is Unit 2, 20 Maybrook Road, Walsall Wood, Walsall
WS8 7DG

The registered office addt'ess of Xstrahl GmbH is Josef-Schappe-Str. 21, 4.0882, Retingen, Deutécﬁland.
The registered office address of Xstrahl Inc. is 480 Brogdon Road, Suite 300, Suwanee, GA, 30024 USA-
Audit exemptlon ' A

. Xstrahl Group: Holdlngs Limited has given statutory guarantees agalnst all the outstandlng liabilities of the

wholly-owned non-dormant UK subsidiaries at 31 December 2020 under Section 479A of the Companies Act - '

20086, thereby allowing these subsidiaries to be exempt from the annual audlt requirement for the year- ended
31 December 2020 , o N

Although the Company does not anticipate the -guarantees to be called upon, the book bvalues of the
- guaranteed liabilities, not including assets, excluding intragroup balances for each relevant subS|d|ary at
31.December 2020 are 'set out below:

. Name . ' Company reglstratlon ) Liabilities to non-Group
’ . number ) entities

' ! £000

Xstrahl Group Limited : S ‘ 09763820 ' 14

Xstrahl Limited - ’ 03105256 ' : 3,482

Oncotherapy Resources Limited ' : " 08019071 : 13

Phoenix Objectives Limited - .. 05517894 ; o ‘ 13

Trade and other receivables

2020 2049 - -
" £'000 . £'000
VAT - o . ' Lo . 19
~ Other debtors and prepayments . e 17 17
. Amounts owed by Group companies ‘ _ 51 R
68 . 36
Trade and other payables , ‘
o 2020 2019
£000 - £°000 .
Trade payables ' . o 27 6
Amounts due to Group companles . : : C 3,692 2,658
VAT : . 52 . -
Other creditors and accruals : : : 455 ) . 298
Other taxes . ‘ o o ‘ 15 : -

© 4241 . 2,962

57



Xstrahl Grpup Holdings Limited

Notes forming part of the Company financial statements
For the year ended 31 December 2020 (continued)

Loans and borrowings

The book value and fair value of loans and borrowings are as follows:. : o :
— : ' ' 2020 2019

£000 - £'000
Non-current ) . . .
Non-vendor loan-notes B . . . 12,357 11,234 -
Vendor loan notes _ ' 6,500 6,500
,' 'Total loans and borrowings ' ' - . 18,857 17,734 -
Share capital ‘ 4 .
. -2020 2019
Allotted, called up and fully paid - - : :
13,985 ordinary shares of £0.01 each - -140 140
81,463 A ordinary shares of £0.01 each , ) 814 814
23,266 B ordinary shares of £0.01 each S T X X ' 244
18,500 C ordinary shares of £0.01 each : , o 185 185

- 1,372 _ 1,383

Details of share changes' are ,give'n in note 20 of the consolidated fihancial state‘mehts._

Reserves

\

‘The following describes the nature and purpose of each reserve within the equiiy:

.Reserve ’ Description and purpose » o

Share capital - Amount subscribed for share capital at nominal value

Share premium " Amourit subscribed for share capital in excess of nominal value.

Retained earnings AII' other net gains and losses and transactions with owners (e.g. dividends) not

recognised elsewhere:

Capit_al commitments . -

The'Company had no capital commitments at 31 December 2020.

Contingent liabilities | » ‘ T

“The Company had no contingent liabilities at 31 December 2020.
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Notes forming part of the Combany financial statements
For the year ended 31 December 2020 (coptinued)

13

14

Post balance sheet e'vents

Subsequent to the year end, the terms of the '\_/enddr Loan Notes have been renegotiated. Further details

are provided in note 17 of the consolidated financial statements.

Ultimate controlling party

~ The ultimate controlling party is Mr L O Johnson. -
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