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Directors’ report

Overview

Hirschmann Multimedia is an international technology company that develops and offers broadband
technologies and products, industrial network solutions and related services. Our customer base
consists of cable and telecom operators, distributors to retail and installation companies as well as
industrial and public sector organizations. Our business is divided into two areas, which are
broadband products (in-home and telecom) and network solutions (multimedia and industrial). In both
areas we rank among technological innovators.

The strategic priorities in 2020 include development of the distributed access architecture offering and
launch of sales in Europe. Significant growth in sales and operational result is also expected in our
network solution sales and services, by picking up postponed investments, launching new concepts
(Cloud solutions) and improved services business.

Net sales and profitability

We started 2019 in a good position and with positive expectations. Our order backlog was sufficient,
our offering was competitive, and our operational efficiency was at a good level. Although we had our
successes during the year it also brought some unpleasant surprises.

Net sales increased by 4% to Euro 15.3 million (2019; 14.7 million). Net sales increased in our product
sales channels as well as in our services, where net sales in project solutions decreased as a result of
postponed and delayed investments in hotels and infrastructural projects.

Our operating result decreased significantly as a result of slower as expected market entrance of our
access network products and even more by postponed investments in our network solutions activities,
with costs already invested (increased personnel expenses and product development / depreciation
costs; Euro 0.6 million).

The success of our business fell short of our expectations as we faced challenges particular in relation
to our supply chain and production partners in the Far East. The availability of certain key parts as
well as purchase prices and production efficiencies were under expectation and calculation. As it was
not possible to sufficiently adapt to this in the short term, with associated confirmed delivery schedules
to our customers, the results of these productions had a mature negative impact on our cost of sales
and result (Euro 1.8 million)

An adjusted operating result would be on the same level as per the year before.
Our equity ratio is still a solid 57,3% (2018; 71.8%) with a shortened and clean balance sheet.

Business areas

We made strong progress in developing our product range, both for our in-home product portfolio as
well as for our access product lines. We intensified our cooperation with our customers in the Benelux
and started to develop our international sales channels, for access products in special.

Hirschmann Multimedia Holding B.V., Weesp Page 5

@D PricewaterhouseCoopers

Accountants N.V.
For identification

PWC purposes only



HIRSCHMANN
[l MULTIMEDIA

With efficiency improvements measures already taken in 2019 to our supply chain and production
partners as well through additional managerial production capacity hired, we have already produced
results but we will continue to implement further development measures here in 2020 to avoid
unpleasant surprises as in 2019 and create flexibility and scale ability for our growth opportunities.

Investments

Investments totaled Euro 0.5 million (2018; 0.1 million) representing 3.5% of net sales. Of the
investments the majority (0.3 million) was related to product development. Other investments included
investing in our own IT and security environment.

Social and personnel issues

In the period under review the average number of FTE was 57 (2018: 50). At the end we employed
56,72 FTE with 3 vacancies.

Personnel expenses increased by 12,9% to Euro 4,1 million attributable to an increase in the number
of personnel, wage increases and less capitalization of R&D costs.

Other key indicators included no workplace incidents and the absence rate due to illness was 3.0%.
Environmental issues

Hirschmann Multimedia is committed to protecting the environment. We support sustainable
development as well as the reduction of resource consumption and environmental pollution.

We are known by our low power consumption products which is a key factor in our product
development. Our most important environmental considerations related to our normal operations are
reducing the volume of waste and minimizing energy consumption.

Risks faced by the business areas

In both our business areas, broadband products and network solutions and services, customer
specific and integrated deliveries of solutions create favorable conditions for growth. On the other
hand, the allocation of resources to deliveries and the technical implementation are demanding tasks,
which is why there are also risks involved.

The improvement of customer satisfaction and productivity requires innovative processes, products
and logistical solutions as well as service management.

Our operational risks are minimized by our high-quality product and solution strategy. Innovation and
guality are fundamental parameters under our strategy. Therefore, we work with highly qualified
personnel, our ISO and VCA certification and do have high quality and intensive control procedures
on our productions and solutions. With our ISO and VCA certified procedures we work in line with
legal rules and anticipate and (re)align with changes in laws and rules if applicable.

Net sales in access network products and network solutions came mainly from a small number of
large customers. Therefore, a significant change in demand for our services by any one of them is
reflected in actual deliveries, projects and profitability. Therefore, our strategy is to diversify our
customer portfolio by internationalization of our access product customer base and diversifying our
network solutions into more/other market segments in the Benelux.
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Risks associated with the Covid-19 pandemic are the following: In addition to the already known
effects of the COVID-19 outbreak and resulting government measures, the macroeconomic
uncertainty causes disruption to economic activity and it is unknown what the longer-term impact on
our business may be.

The COVID-19 virus can evolve in various directions. If society, and as a consequence business, is
exposed to COVID-19 for a longer period of time, this may result in prolonged negative results and
pressure on our liquidity. l.e. a second lockdown in the Netherlands or in other countries we operate
in, a significant economic recession, the closure of the Chinese borders, which would result in supply
chain disruption.

Operating environment in and outlook for 2020

The start of 2020 has been characterized by uncertainty in many respects. A trade war, Brexit and the
Covid-19 virus may all influence our business in some ways.

On the other hand, there are many positive signals in our markets as well. Continuous growth in the
need for more bandwidth in networks will stimulate investments in networks, product for networks and
requested services.

Our operating environment is characterized by continuous change. Technology life cycles are
becoming shorter and new products and services are being designed at an accelerating rate.

With the acquisition of a product line of a major supplier to the telecom market earlier this year, we
have extended our product portfolio and created an opportunity for expansion internationally and
deeper into the networks of providers worldwide. The first and firm order has already been received.

In addition to the already known effects of the COVID-19 outbreak and resulting government
measures, the macroeconomic uncertainty causes disruption to economic activity and it is unknown
what the longer-term impact on our business may be. The COVID-19 virus can evolve in various
directions. If society, and as a consequence business, is exposed to COVID-19 for a longer period of
time, this may result in prolonged negative results and pressure on our liquidity. I.e. a second
lockdown in the Netherlands or in other countries we operate in, a significant economic recession, the
closure of the Chinese borders, which would result in supply chain disruption.

Based on the facts and circumstances known at this moment and the possible scenarios about how
the Covid-19 virus and resulting government measures could evolve, management has determined
that the use of the going concern assumption is warranted. The scale and duration of this pandemic
nevertheless remain uncertain and are expected to further impact our business, which could result in
material uncertainty resulting from Covid-19 that may cast significant doubt upon the entity’s ability to
continue as going concern and therefore that it may be unable to realize its assets and discharge
liabilities in the normal course of business.

Hirschmann Multimedia does expect impact on net sales in special from the Covid-19 pandemic
period in the first half of this year. With a solid order backlog of approximately Euro 5 million at the
moment we also expect to growth our business in the second half of 2020, resulting in a year to year
growth with positive operating results.

Impact of Covid-19 on our supply chains, customers, logistical and cash flow is until now limited in
impact and manageable.
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Due to the constant changing and difficult to forecast exact market circumstances we feel not
confident to give more detailed number forecasts at the moment. Our forecast tends nevertheless to
be positive for this year.

Weesp, July 23, 2020.

Board of directors,

Drs. D.A.J. Kroon.
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Consolidated financial statements
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Consolidated balance sheet as at 31 December 2019
(after appropriation of result)

Assets

Non-current assets

Intangible assets
Tangible assets
Financial assets

Current assets
Inventories

Receivables

Cash at banks and in hand

note

11
12
1.3

1.4.
1.5.
1.6.

31 December 2019 31 December 2018
€ € € €
1.068.760 1.692.016
140.187 152.659
604.884 77.523
1.813.831 1.922.198
1.978.747 2.778.058
887.178 1.419.441
100.170 365.285
2.966.095 4.562.784
4.779.926 6.484.982
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31 December 2019 31 December 2018
note € €

Group equity and liabilities

Group equity
Equity capital 1.7 2.772.829 4.658.521
Current liabilities 1.8 2.007.097 1.826.461
4.779.926 6.484.982
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Consolidated income statement for the year ended 31

December 2019

Net turnover

Cost of sales

Gross profit
Selling expenses

General & Administration
Expenses

Total costs
Operating (loss)/profit
Financial income and

Expenses

Result before tax

Tax on result

Result after tax

Note

2.0

2.1

2.2

2.3

2.5.

Hirschmann Multimedia Holding B.V., Weesp

pwc

2019 2018
€ € € €
15.345.645 14.742.469
(10.783.343) (8.700.839)
4.562.302 6.041.630
(5.405.488) (4.685.303)
(1.473.843) (1.300.687)
(6.879.331) (5.985.990)
(2.317.029) 55.640
(91.261) (19.245)
(2.408.290) 36.395
522.598 (9.048)
(1.885.692) 27.347
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Consolidated cash flow statement for the year ended 31

December 2019

Cash flows from operating
activities
Operating (loss)/profit

Adjustments in respect of:
Amortisation of intangible
assets

Depreciation of tangible assets
Movements in provisions

Movements in working capital:
Inventories

Construction contracts
Receivables

Current liabilities (excluding
finance balances)

Cash used in operations

Interest (paid)/received
Corporate income tax paid on
operating activities

Net cash used in operating
activities

Hirschmann Multimedia Holding B.V., Weesp

2019 2018
€ € € €
(2.408.290) 36.384
506.434 410.321
79.024 89.404
0 0
585.458 499.725
799.313 (310.636)
256.425 (807.887)
559.650 201.655
(369.833) 75.282
1.245.555 (841.586)
(575.537) (305.477)
(1.740) 11
(54.491) 28.983
(56.231) 28.994
(631.768) (276.483)
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2019 2018

€ € € €
Investments in:
- Intangible assets (26.370) (24.163)
- Tangible assets (66.552) (40.571)
Net cash used in investment
activities (92.922) (64.734)
Dividend paid to Kroon
Holding 0 (160.000)
Net cash used in financing
activities 0 (160.000)
Net cash flows (724.690) (501.217)
Net increase/(decrease) on

cash at bank and in hand (724.690) (501.217)

The movement in cash at banks and in hand can be broken down as follows:

Balance as at January 1 365.285 866.502

Movements during the financial year (724.690) (501.217)

Balance as at 31 December (359.405) 365.285
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Notes to the consolidated financial statements

General
Activities

The Company has been incorporated on 18 December 2008. The activities of Hirschmann Multimedia
Holding B.V., with its registered office and its actual place of business Pampuslaan 170 in Weesp, and
its group companies (“the Group”) mainly concern the trade in electronic and cable equipment.
Furthermore, cable network projects take place. Sales are made in both the domestic and foreign
markets, with the countries of the Benelux forming the most important markets.

The entity’s ability to continue as a going concern — COVID-19

The COVID-19 outbreak has developed rapidly in 2020. As explained in paragraph Subsequent
events, measures taken by various governments to contain the virus have negatively affected
economic activity and our business in various ways.

The currently known impact of COVID-19 on the group are:

e The reduction of economic activity has resulted in a reduction of sales in general

e A decrease in projects for hospitality in special

e Customer investment decisions are postponed and/or takes more time to be approved

e A reduction in the supply of goods and materials worldwide, the Far East in special, as well
as by reduced and/or more complicated shipping, has affected our ability to deliver our
products as planned.

In addition to the already known effects of the COVID-19 outbreak and resulting government
measures, the macroeconomic uncertainty causes disruption to economic activity and it is unknown
what the longer-term impact on our business may be. The COVID-19 virus can evolve in various
directions. If society, and as a consequence business, is exposed to COVID-19 for a longer period of
time, this may result in prolonged negative results and pressure on our liquidity. I.e. a second
lockdown in the Netherlands or in other countries we operate in, a significant economic recession, the
closure of the Chinese borders, which would result in supply chain disruption.

We seek to obtain the best possible information to enable us to assess these risks and implement
appropriate measures to respond. We have taken and will take a number of measures to monitor and
prevent the effects of the COVID-19 virus. This includes safety and health measures for our people
(like social distancing and working from home), in-depth contract reviews and securing additional
financing to support continuity of our operations. Planned actions include, when required, use of
support made available by governments in the countries in which we operate and other crisis
management and business continuity measures for short-, mid- and long-term scenarios. l.e. we
have made sure that our investment level is flexible, and we have cost cutting plans available.

We have applied for the Dutch government assistance measures. Governments in other
countries in which we operate have also announced the implementation of government
assistance measures which may mitigate the impact of the COVID-19 outbreak on our results
and liquidity. However, the details of available arrangements and the period through which they
remain available are unknown.

Hirschmann Multimedia Holding B.V., Weesp Page 15

@D PricewaterhouseCoopers

Accountants N.V.
For identification

PWC purposes only



i_l HIRSCHMANN
[

MULTIMEDIA

Based on the facts and circumstances known at this moment and the possible scenarios about how
the COVID-19 virus and resulting government measures could evolve, management has determined
that the use of the going concern assumption is warranted, but that there is a material uncertainty
resulting from COVID-19 that may cast significant doubt upon the entity’s ability to continue as a
going concern and, therefore, that it may be unable to realize its assets and discharge its liabilities in
the normal course of business.

Based on the circumstances described above, the financial statements are prepared on the
assumption that the entity is a going concern.

Group structure

Hirschmann Multimedia Holding B.V. is the head of the group.

The registered and actual address of Hirschmann Multimedia Holding B.V. is

Marne 67, 1186 PD Amstelveen and is registered at the Trade Register of the Chamber of
Commerce under number 34319999.

A summary of the information required under articles 2:379 and 2:414 of the Dutch Civil Code is given
below:

Consolidated companies:

Name Registered office Share in issued share capital
Hirschmann Multimedia B.V. Weesp 100%

Comparison with previous year

The valuation principles and method of determining the result are the same as those used in the
previous year, with the exception of the recognised changes in accounting policies as set out in the
relevant sections.

Judgements, estimates and uncertainties

In applying the principles and policies for preparing the financial statements, the directors of
Hirschmann Multimedia Holding B.V. make different estimates and judgments that may be essential to
the amounts disclosed in the financial statements. If it is necessary in order to provide the true and fair
view required under Book 2, article 362, paragraph 1, the nature of these estimates and

judgments, including assumptions related to the uncertainties, is disclosed in the notes to the relevant
financial statement items.

Consolidation principles

Financial information relating to group companies and other legal entities controlled by Hirschmann
Multimedia Holding B.V. or where central management is conducted, has been consolidated in the
financial statements of Hirschmann Multimedia Holding B.V. The financial statements are drawn up in
accordance with the provisions of Title 9, Book 2 of the Dutch Civil Code and the firm
pronouncements in the Dutch Accounting Standards, as published by the Dutch Accounting
Standards Board (“Raad voor de Jaarverslaggeving”).

The financial information relating to Hirschmann Multimedia Holding B.V. is presented in the
consolidated financial statements. Accordingly, in accordance with art. 2:402 of the Dutch Code, the
company-only financial statements only contain an abridged profit and loss account.
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Financial information relating to the group companies and the other legal entities and companies
included in the consolidation is fully included in the consolidated financial statements, eliminating the
intercompany relationships and transactions. Third-party shares in equity and results of group
companies are disclosed separately in the consolidated financial statements.

General accounting principles for the preparation of the consolidated financial
statements

Valuation of assets and liabilities and determination of the result takes place under the historical cost
convention, unless presented otherwise.

Income and expenses are accounted for on accrual basis. Profit is only included when realized on
balance sheet date. Liabilities and any losses originating before the end of the financial year are
taken into account if they have become known before preparation of the financial statements.

Financial instruments

Financial instruments are both primary financial instruments (such as receivables and debts), and
derivative financial instruments (derivatives).

The notes to the specific items of the balance sheet disclose the fair value of the related instrument
if this deviates from the carrying amount. If the financial instrument is not recorded in the balance
sheet the information on the fair value is disclosed in the notes to the ‘Contingent assets and
liabilities’.

Primary financial instruments

For the principles of primary financial instruments, reference is made to the recognition per balance
sheet item of the ‘Principles for the valuation of assets and liabilities’. The company does not have
any derivative financial instruments.

Translation of foreign currency

Items included in the financial statements of group companies are measured using the currency of
the primary economic environment in which the respective group company operates (the functional
currency). The consolidated financial statements are presented in Euros, which is the functional and
presentation currency of Hirschmann Multimedia Holding B.V.

Receivables, liabilities and obligations denominated in foreign currency are translated at the
exchange rates prevailing as at balance sheet date.

Transactions in foreign currency during the financial year are recognised in the financial statements
at the exchange rates prevailing at transaction date. The exchange differences resulting from the
translation as at balance sheet date, taking into account possible hedge transactions, are recorded in
the profit and loss account.

Currency risk

Hirschmann Multimedia B.V. mainly operates in the Benelux and the European Union.
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Interest rate and cash flow risk

The Company incurs interest rate risk on interest-bearing receivables (in particular those included in
cash) and on interest-bearing non-current and current liabilities.

Where floating-interest loans and receivables are concerned, Hirschmann Multimedia Holding B.V.
incurs risk regarding future cash flows. In addition, Hirschmann Multimedia Holding B.V. incurs risks
on fixed-interest loans and receivables with respect to the fair value due to changes in the market rate
of interest. No financial derivatives for interest rate risk are contracted with regard to the receivables.

Credit risk

Hirschmann Multimedia Holding B.V. does not have any significant concentrations of credit risks.
Sales are made to customers meeting the credit rating of the Company. Goods are sold and services
rendered subject to payment terms ranging between 8 and 60 days. For major supplies, a different
payment term might apply. In that case, additional securities will be required, including guarantees.
Liquidity risk

Hirschmann Multimedia B.V. uses several banks. The Company has an overdraft facility with the

ABN AMRO Bank giving the Company'’s receivables as a security. The overdraft facility has not been
utilized during the year.

Principles of valuation of assets and liabilities

Intangible fixed assets

Intangible fixed assets are presented at cost less accumulated amortisation and, if applicable, less
impairments in value. Amortisation is charged as a fixed percentage of cost, as specified in more
detail in the notes to the balance sheet. The useful life and the amortisation method are reassessed
at the end of each financial year. For the costs of research and development a statutory reserve is
formed in the amount of the capitalized amount.

Expenditure on development projects is capitalised as part of the production cost if it is likely from
both a commercial and technical perspective that the project will be successful (i.e.: if it is likely that
economic benefits will be realised) and the cost can be determined reliably. A legal reserve has been
recognised within equity with regard to the recognised development costs for the capitalised amount.
The amortisation of capitalised development costs commences at the time when the commercial
production starts and takes place over the expected future useful life of the asset.

The Company assesses at each balance sheet date whether there is objective evidence that a
financial asset or a group of financial assets is impaired. If any such evidence exists, the impairment
loss is determined and recognised in the income statement.

Tangible fixed assets

Tangible fixed assets are presented at cost less accumulated depreciation and, if applicable, less
impairments in value. Depreciation is based on the expected future useful life and calculated as a
fixed percentage of cost, taking into account any residual value. Depreciation is provided from the
date an asset comes into use.

Costs for periodical major maintenance are charged to the result at the moment they arise.
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Financial fixed assets

Deferred tax assets are stated under the financial fixed assets if and to the extent it is probable that
the tax claim can be recognised in due course. These deferred tax assets are valued at nominal value
and have a predominantly long-term character.

Inventories

Inventories (stocks) are valued at historical price or production cost based on the FIFO method (first
in, first out) or lower realisable value.

Inventories of raw materials, consumables and goods for resale are valued at acquisition price or
lower net realisable value. This lower net realizable value is determined by individual assessment of
the inventories. The valuation of inventories of raw materials and consumables is based on standard
cost. The inventories of goods for resale are valued individually, at acquisition price or lower net
realisable value.

In determining the realisable value the obsolescence of the inventories is taken into account.

The work in progress and the inventories of finished goods are valued at the lower of cost of
manufacture and net realisable value. This lower net realisable value is determined by individual
assessment of the inventories. Cost of manufacture includes direct materials used, direct wages and
machine costs and other direct costs of manufacture, together with applicable production overhead.
Net realisable value is based on estimated selling price, less any future costs to be incurred for
completion and disposal.

Construction contracts

Construction contracts for third parties are valued at the realised construction contract costs and net
of recognized losses and invoiced instalments. If the result from construction contracts cannot be
reliably estimated no profit is attributed. The construction contract costs comprise the costs directly
relating to the construction contract, the costs that are attributable to construction contract activities in
general and can be attributed to the contract and other costs that are chargeable to the customer
under the terms of the contract.

Construction contracts also includes the construction contracts ensuing from the construction contract
development, if and insofar as an unconditional sales agreement has been concluded for components
of the construction contract prior to or during the construction.

If the aggregate of all construction contracts shows a debit balance, the aggregate balance is
presented under the current assets. If the aggregate of all construction contracts shows a credit
balance, the aggregate balance is presented under the current liabilities.

Income from construction contracts realised during the financial year is recognised in the profit and

loss account as income in the item revenue as long as the construction contract has not yet been
completed. Construction contract costs are recognized in the cost of sales.

Receivables
The Receivables in the company financial statements fall all due within one year.

Upon initial recognition the receivables are valued at fair value and then valued at amortised cost. The
fair value and amortised cost equal the face value. Provisions deemed necessary for possible bad
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debt losses are deducted. These provisions are determined by individual assessment of the
receivables.

Cash at bank and in hand

Cash at banks and in hand represent cash in hand and bank balances with terms of less than twelve
months. Cash at banks and in hand is carried at nominal value.

Provisions

Pension plans personnel

The Company has a pension plan on which the conditions of the Dutch Pension Act are applicable.
The Company pays premiums based on a defined contribution plan, contractual to the insurance
company. The pension obligations are valued according to the ‘valuation to pension fund approach’.
This approach accounts for the contribution payable to the pension provider as an expense in the
profit and loss account.

Additions to and release of the obligations are recognized in the profit and loss account.

Long-term and short-term liabilities

Upon initial recognition, the loans and liabilities recorded are stated at fair value and then valued at
amortised cost.

Operational leasing

The company may have lease contracts whereby a large part of the risks and rewards associated with
ownership are not for the benefit of nor incurred by the company. The lease contracts are recognised
as operational leasing. Lease payments are recorded on a straight-line basis, taking into account
reimbursements received from the lessor, in the income statement for the duration of the contract.

Accounting policies for the cash flow statement

The cash flow statement has been prepared using the indirect method. The cash items disclosed in
the cash flow statement comprise cash at banks and in hand except for deposits with a maturity
longer than three months. Cash flows denominated in foreign currencies have been translated at
average estimated exchange rates. Exchange differences affecting cash items are shown separately
in the cash flow statement.

Interest paid and received, dividends received and income taxes are included in cash from operating
activities. Dividends paid are recognized as cash used in financing activities. The purchase
consideration paid for the acquired group company has been recognized as cash used in investing
activities where it was settled in cash.

Any cash at banks and in hand in the acquired group company have been deducted from the
purchase consideration. Transactions not resulting in inflow or outflow of cash, such as entering into a
financial leasing agreement, are not recognized in the cash flow statement. The value of the related
asset and lease liability are disclosed in the notes to the balance sheet items. Payments of finance
lease instalments qualify as repayments of borrowings under cash used in financing activities and as
interest paid under cash generated from operating activities.
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General

The result is the difference between the realisable value of the goods/services provided and the costs
and other charges during the year. The results on transactions are recognised in the year in which
they are realised.

Revenue recognition

Net turnover comprises the income from the supply of goods and services and realised income from
construction contracts after deduction of discounts and such like and of taxes levied on the turnover.

Sales of goods

Revenues from the goods supplied are recognised when all significant risks and rewards in respect of
the goods have been transferred to the buyer.

Revenue from finalized projects is recognized fully, revenue from work in progress is recognized until
the amount of the incurred costs to date.

Costs of sales

The cost of sales consists of the cost of goods sold and delivered, consisting of direct use of
materials, direct wages and machine costs and other direct and indirect production costs that can be
attributed to the production.

Selling expenses and general and administrative costs

Selling expenses and general and administrative expenses comprise costs chargeable to the year that
are not directly attributable to the cost of the goods and services sold.

Government subsidies and taxes

Operating subsidies are recorded as income in the income statement in the year in which the
subsidised costs were incurred or income was lost or when there was a subsidised operating deficit.
Income is recognised when it is probable that it will be received.

Government taxes are recorded as expenses at the time all conditions with regard to the applicable
government tax have been met.

Interest income and interest expenses

Interest income and expenses are recognised on a pro rata basis, taking account of the
effective interest rate of the assets and liabilities to which they relate. In accounting for interest
expenses, the recognised transaction expenses for loans received are taken into consideration.

Income tax

Tax on the result is calculated based on the result before tax in the income statement, taking account
of the losses available for set-off from previous financial years (to the extent that they have not
already been included in the deferred tax assets) and exempt profit components and after the addition
of non-deductible costs. Due account is also taken of changes which occur in the deferred tax assets
and deferred tax liabilities in respect of changes in the applicable tax rate.
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Deferred tax assets

Deferred tax assets are recognised for all deductible temporary differences between the value of the

assets and liabilities under tax regulations on the one hand and the accounting policies used in these
financial statements on the other, on the understanding that deferred tax assets are only recognised

insofar as it is probable that future taxable profits will be available to offset the temporary differences
and available tax losses.

The calculation of the deferred tax assets is based on the tax rates prevailing at the end of the
reporting year or the rates applicable in future years, to the extent that they have already been
enacted by law.

Deferred income taxes are recognised at nominal value.

Employee cost (employee benefits)

Employee costs(wages, salaries, social security contributions, etc.) are not presented as a separate
item in the income statement. These costs are included in other components of the income statement,

i.e. selling expenses and general & administration expenses. For a specification, reference is made to
the relevant note.

Principles for preparation of the consolidated cash flow statement

The cash flow statement has been prepared using the indirect method. The cash items disclosed in
the cash flow statement comprise cash at banks and in hand except for deposits with a maturity
longer than three months. Cash flows denominated in foreign currencies have been translated at
average estimated exchange rates. Exchange differences affecting cash items are shown separately
in the cash flow statement. Interest paid and received, dividends received and income taxes are
included in cash from operating activities. Dividends paid are recognised as cash used in financing
activities.
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Notes to the specific items of the consolidated balance sheet

1.1 Intangible assets

Movements in intangible assets can be broken down as follows:

As at 1 January 2019
Acquisition cost
Cumulative amortizations

Carrying amount as at January 1, 2019

Movements 2019
Purchased
Amortised

Total movements as at December 31, 2019

At 31 December 2019
Acquisition cost
Cumulative amortizations

Carrying amount as at December 31, 2019

Amortisation rate

Computer Research and

Software development
costs Total
€ € €
146.034 2.365.571 2.511.605
(117.751) (701.838) (819.589)
28.283 1.663.733 1.692.016
26.371 (143.193) (116.822)
(13.833) (492.601) (506.434)
12.538 (635.794) (623.256)
172.405 2.222.378 2.394.783
(131.584) (1.194.439) (1.326.023)
40.821 1.027.939 1.068.760

20% 33,3%

Research and development cost relates to product development. A total amount of € 252.614
(2018: € 670.821) at acquisition cost has been capitalized but is still in progress. Therefore

amortization has not started yet.
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1.2 Tangible assets

Movements in tangible assets can be broken down as follows:

As at 1 January 2019
Acquisition cost
Cumulative depreciation

Carrying amount as at January 1, 2019

Movements 2019
Purchased

Depreciation

Carrying amount of disposals

Total movements as at December 31, 2019

At 31 December 2019

Acquisition cost
Cumulative depreciation

Carrying amount as at December 31, 2019

Amortisation rate

Hirschmann Multimedia Holding B.V., Weesp

pwc

Office Other fixed
equipment assets Total
€ € €
719.789 593.992 1.313.781
(653.256) (507.866)  (1.161.122)
66.533 86.126 152.659
66.738 0 66.738
(37.717) (41.307) (79.024)
(186) 0 (186)
28.835 (41.307) (12.472)
786.341 593.992 1.380.333
(690.973) (549.173)  (1.240.146)
95.368 44.819 140.187

20%-33,33% 20%
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1.2 Financial assets

Recognised and deductible temporary differences and tax losses can be broken down as follows:

2019 2018

€ €

At 1 January 77.523 1.642.733
Deductible temporary differences 42.571 26.907
Deductible losses 484.790 0
At 31 December 604.884 70.523

1.4 Inventories

31 December

31 December

2019 2018

€ €

Finished products and goods for resale 1.785.089 1.642.733
Semi-finished products (WIP) 193.658 1.135.325
Total inventories 1.978.747 2.778.058

1.5 Receivables

31 December

31 December

2019 2018

€ €

Trade receivables 736.736 1.261.991
Prepaid expenses 52.788 75.654
Other receivables 97.654 81.796
Total receivables 887.178 1.419.441

All receivables fall due in less than one year. The fair value of the receivables approximates the book
value. A provision for doubtful debts was not necessary to be formed during the financial year, as in
2018, due to further strict enforcement of the agreed payment conditions with our customers.
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The receivables will be pledged as security when this facility is needed.
The interest rate on this facility amounts to 1 months Euribor + 1.8% mark-up. The facility has been
utilized during the fiscal year

The prepaid expenses can be broken down as follows:
31 December 31 December

2019 2018

€ €

Insurance premiums 23.827 32.363
Other prepaid expenses 28.961 43.291
Total prepaid expenses 52.788 75.654

The prepayments comprise costs paid in advance related to the financial year 2020.

1.6 Cash at banks and in hand

Of cash and cash equivalents, € 50.000 is not at the Company’s free disposal, including a guarantee
of the amount of € 50.000.

1.7 Group equity

For details to equity, please refer to the notes to the company financial statements.

1.8 Current liabilities

31 December 31 December

2019 2018

€ €

Trade payables 970.148 1.327.166
Work in progress 150.647 37.414
Holiday payable 98.890 83.568
Payroll tax 158.085 157.476
Value added tax 33.129 82.107
Corporate income tax 0 22.339
Cash & cash equivalents 459.575 0
Other liabilities 136.623 116.391

2.007.097 1.826.461
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All current liabilities fall due in less than one year. The fair value of the current liabilities approximates
the book value due to its short term character.

Work in progress can be broken down as follows: 31 December 31 December
2019 2018

€ €

Work in progress on construction contracts for third parties 241.790 424.069
Total invoiced instalments (392.437) (461.483)
(150.647) (37.414)

The balance of the work in progress on construction contracts whose invoiced installments and
recognized losses exceed the project costs realized and allocated profit amounts to
€ 150.647 (2018: € 37.414).

1.9 Contingent assets and liabilities
Operational leases

The obligations from operational leases at the end of the reporting year can be specified as follows:

Obligations to pay: €
No later than 1 year 282.766
Later than 1 year and no later than 5 years 415.864
Later than 5 years 0

Lease payments for 2019 amounts to € 310.349 (2018: € 308.044)
Rental commitments

The annual amount of rental commitments in Weesp with respect to land and buildings amounts to
approximately € 199.067. The rental commitments expire in 315t of March 2021.

Bank facility

Hirschmann Multimedia B.V. has entered into a bank overdraft facility of € 1.000.000.
The receivables will be pledged as security when this facility is needed.
The interest rate on this facility amounts to 1 months Euribor + 1.8% mark-up.
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Notes to the income statement

2.0 Net turnover

Net turnover can be broken down as follows:

2019 2018
€ €
Trade activities 11.016.353 9.419.229
Income from construction contracts on behalf of third parties 4.329.292 5.323.240
15.345.645  14.742.469
2.1 Selling expenses

Selling expenses can be broken down as follows:
2019 2018
€ €
Wages and salaries 2.837.808 2.525.814
Pension contributions 278.793 248.826
Social security charges 426.391 339.361
Depreciation / amortisation 560.031 477.484
Other expenses 1.302.465 1.113.074
5.405.488 4.704.559

Subsidy with regard to research and development (WBSO) for the amount of € 31.044
(2018: € 67.980). The subsidy has been deducted from social security costs.
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General & Administration expenses

General and administrative expenses can be broken down as follows:

Wages and salaries
Pension contributions
Social security charges

De

preciation / amortisation

Other expenses

2.3

Financial income and expenses

Interest income
Interest expense
Exchange rate differences

2.4

During the year 2019, the average number of employees, based on full-time equivalents,

Average number of employees

was 57(2018: 50).
Of these employees 5 were employed outside the Netherlands (2018: 5).

Hirschmann Multimedia Holding B.V., Weesp
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2019 2018

€ €
489.993 451.263
67.416 63.783
52.378 49.009
25.427 22.241
838.629 714.391
1.473.843  1.300.687
2019 2018
€ €

(209) (11)
1.949 0
89.521 19.256
91.261 19.245
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2.5 Taxable amount

The income tax expense of € 522.598 can be broken down as follows:

2019
€
Result before taxation (2.408.290)
Non-deductible expenses for tax purposes 0
Taxable amount (2.408.290)
Tax amount (522.598)
Taxation according to profit loss (522.598)

The applicable tax rate is based on the relative proportion of the group companies’ contribution to
profit and the tax rates ruling in the Netherlands.

Effective tax rate 21,70%.

2.6 Remuneration of directors

The directors’ remuneration has been omitted according to article 383 BW 2, Titel 9, as this can be
traced back to one single person.

2.7 Result appropriation according to the Articles of Association

According to the Articles of Association the result for the year is at the disposal of the general meeting
of the shareholders.

2.8 Subsequent events

The COVID-19 outbreak has developed rapidly in 2020, with a significant number of infections.
Measures taken by various governments to contain the virus have affected economic activity and our
business in various ways:

e The reduction of economic activity has resulted in a reduction of sales in general

e A decrease in projects for hospitality in special

e Customer investment decisions are postponed and/or takes more time to be approved

e Areduction in the supply of goods and materials worldwide, the Far East in special, as well
as by reduced and/or more complicated shipping, has affected our ability to deliver our
products as planned.
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Two years of negative cash flows because of investments, were supposed to lead to benefits in 2020.
However, as a result of these above-named effects, our cumulative revenues in the first 5 months of
2020 were lower than our 2019 revenues in the same period. Even though our operating results have
declined in the beginning of 2020 and have been negative, at the moment we also expect to growth
our business in the second half of 2020, resulting in a year to year growth with positive operating
results.

In addition to the already known effects of the COVID-19 outbreak and resulting government
measures, the macroeconomic uncertainty causes disruption to economic activity and it is unknown
what the longer-term impact on our business may be. The COVID-19 virus can evolve in various
directions. If society, and as a consequence business, is exposed to COVID-19 for a longer period of
time, this may result in prolonged negative results and pressure on our liquidity. |.e. a second
lockdown in the Netherlands or in other countries we operate in, a significant economic recession, the
closure of the Chinese borders, which would result in supply chain disruption.

We seek to obtain the best possible information to enable us to assess these risks and implement
appropriate measures to respond. We have taken and will take a number of measures to monitor and
prevent the effects of the COVID-19 virus. This includes safety and health measures for our people
(like social distancing and working from home), in-depth contract reviews and securing additional
financing to support continuity of our operations. Planned actions include, when required, use of
support made available by governments in the countries in which we operate and other crisis
management and business continuity measures for short-, mid- and long-term scenarios. l.e. we have
made sure that our investment level is flexible, and we have cost cutting plans available.

We have applied for the Dutch government assistance measures. Governments in other
countries in which we operate have also announced the implementation of government
assistance for which we did not apply.

The exact impact on our activities in the remainder of 2020 and thereafter cannot be predicted.
We also refer to the notes of the consolidated financial statements.
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Company financial statements
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Company balance sheet as at 31 December 2019

(after profit appropriation)

Assets

Non-current assets
Financial assets
Deferred tax asset

Current assets

Receivables
Cash and cash equivalents

Note

3.1
3.2

31 December 2019

31 December 2018

€

2.698.884
604.884

1.290
73

€ €
4.891.878
77.523
3.303.768
0
1.923
1.363
3.305.131
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31 December 2019 31 December 2018
Note € € € €
Equity and liabilities
Equity 3.3
Share capital 12.600 12.600
Legal and statutory reserves 1.027.939 1.663.732
Other reserves 1.732.290 2.982.189
2.772.829 4.658.521
Current liabilities 532.302 312.803
3.305.131 4.971.324
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Company income statement for the year ended 31 December 2019

2019 2018

€ €

Share of (loss)/profit of associates after tax (2.408.290) 36.395

Tax on result 522.598 (9.048)

(Loss)/profit for the year (1.885.692) 27.347
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Notes to the company balance sheet and income statement

General accounting principles for the preparation of the financial statements

The company-only financial statements have been prepared in accordance with Title 9, Book 2 of the
Dutch Civil Code.

For the general principles for the preparation of the financial statements, the principles for valuation of
assets and liabilities and determination of the result, as well as for the notes to the specific assets and
liabilities and the results, reference is made to the notes to the consolidated financial statements, if not
presented otherwise hereinafter.

Participations in group companies

Participations in group companies in which significant influence is exercised on the business and
financial policy, are valued under the net equity value, but not lower than nil. This net asset value is
based on the same accounting principles as applied by Hirschmann Multimedia Holding B.V. If the net
asset value is negative, the participating interest is valued at nil. This likewise takes into account other
long-term interests that should effectively be considered part of the net investment in the participating
interest. If the company fully or partly guarantees the liabilities of the associated company concerned,
or has the effective obligation respectively to enable the associated company to pay its (share of the)
liabilities, a provision is formed. Upon determining this provision, provisions for doubtful debts already
deducted from receivables from the associated company are taken into account.

Legal reserve for associated companies

The legal reserve for associated companies is formed in the amount of the share of Hirschmann
Multimedia Holding B.V. in the results and direct increases of the associated companies since the
initial valuation of these associated companies at net asset value, insofar as Hirschmann Multimedia
Holding B.V. cannot realize a distribution without limitations. The statutory reserve for associated
companies is determined individually.

Proposed appropriation of result

It is proposed to add the result for the year 2019 of € -1.885.692 (2018: € 27.347) to the other
reserves. This proposal is already reflected in the financial statements.

Events after the balance sheet date

No events occurred after the balance sheet date that are of any influence to the financial report.
Result from participations

The result is the amount by which the carrying amount of the participation has changed since the

previous financial statements as a result of the earnings achieved by the participation to the extent
that this can be attributed to Hirschmann Multimedia Holding B.V.
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Notes to the specific items of the company-only balance sheet
3.1 Financial assets

Movements in financial assets can be broken down as follows:

2019 2018

€ €

At 1 January 4.891.878 4.858.551
Other changes in equity (307.302) 0
Share in result of associated companies (1.885.692) 33.327
At 31 December 2.698.884 4.891.878

3.2 Deferred tax asset

Recognised and deductible temporary differences and tax losses can be broken down as follows:

2019 2018

€ €

At 1 January 77.523 1.642.733
Deductible temporary differences 42,571 26.907
Deductible losses 484.790 0
At 31 December 604.884 70.523

3.3 Equity
Share capital

The authorised share capital of the Company as at 31 December, 2019 amounts to
€ 90.000 and consists of 90.000 ordinary shares with a nominal value of € 1.
Of these ordinary shares 12.600 have been issued.
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Share capital

At 1 January

Capital redemption

at 31 December

Share premium

2019 2018

€ €
12.600 12.600
0 0
12.600 12.600

The shareholders paid up an amount of € 132.000 with respect to the 18.000 shares which have been
issued. The share premium has been added to the other reserves during the year.

Share premium

At 1 January

Addition to other reserves

at 31 December

Legal and statutory reserves

At 1 January

Capitalized costs
Reduction in amount capitalized

at 31 December
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2019 2018

€ €

0 0

0 0

0 0

2019 2018

€ €
1.663.732 1.626.605
(143.192) 438.450
(492.601) (401.323)
1.027.939 1.663.732
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Other reserves

At 1 January

Dividend distribution

Increase debited from share premium
Capital redemption

Addition to legal and statutory reserves
Result for the year

at 31 December

Contingent assets and liabilities

Tax group liability

2019 2018

€ €
2.982.189  3.151.969
0  (160.000)

0 0

0 0

635.793 (37.127)
(1.885.692) 27.347
1.732.290  2.982.189

Hirschmann Multimedia Holding BV. forms under the Dutch Collection of State Taxes Act an fiscal
unity with her subsidiaries. Therefore Hirschmann Multimedia Holding B.V. is liable for any taxes

payable by the tax group.

The financial statements of Hirschmann Multimedia Holding B.V. recognise a tax liability based on its
profit for financial reporting purposes. Hirschmann Multimedia Holding B.V. settles its intercompany

balances with Hirschmann Multimedia B.V. based on the profit for financial reporting purposes.

Weesp, July 23, 2020
Hirschmann Multimedia Holding B.V.

The Management Board

Kroon Holding B.V.

Drs. D.A.J. Kroon

Hirschmann Multimedia Holding B.V.
Marne 67
1186 PD Amstelveen
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Other information
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Independent auditor’s report
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